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A. Hearings 
(81st Cong., 1st sess.) 


Smart 14, Parr 1, hearings of July 11, 13, 15, 18, 20, 22, 25, 27, and 29, and 
August 1, 3, 5, and 24, 1949—general hearings on monopoly problems, including 
report by the Federal Trade Commisgion on concentration of productive facili- 
ties and a summary of existing antitrust laws. 

Serrat 14, Part 2 (A and B), two volumes of hearings containing testimony of 
October 25, 26, 27, November 2, 3, 9, 10, 15, 16, 17, 21, 22, 25, 28, 29, 30, and 
December 1 1949, as well as a special report based on the Census of Manufac- 
tures, 1947; a report of the Securities and Exchange Commission on the Public 
Utility Holding Company Act; and selected investment data on 100 largest 
life-insurance companies, 


(8ist Cong., 2d sess.) 


Seriat 14, Parr 3, hearings of February 1, 8, 15, 23, 24, and March 1, 1950, on 
a bill to increase the criminal penalties of the antitrust laws; a bill to pro- 
vide for periodic reports by the Attorney General on consent decrees in anti- 
trust cases; and a proposed bill to amend the Webb-Pomerene Act, including 
a report by the Justice Department on strengthening the remedies in the anti- 
trust laws and the decision in the case of United States v. U. 8S. Alkali Export 
Association (86 F. Supp. 59 (1949) ). 

SERIAL 14, Parr 4 (A and B), two volumes of material resulting from the sub- 
committee’s investigation of steel. Volume A contains testimony of April 17, 
18, 19, 20, 21, 24, 25, 26, 27, 28, and May 3, 5, 9, and 11, 1950, at which 
dates representatives of Government, the steel industry, and other interested 
persons presented various views on the iron and steel industry. Volume B 
contains exhibits introduced during the hearings. 

Serta 14, Parr 5, containing the hearings of May 8 and 10, 1950, on a bill de- 
signed to provide a uniform statute of limitations for private triple-damage 
actions and to allow the United States Government to sue as a private suitor 
for damages suffered by reason of violations of the antitrust laws. 

SERIAL 14, Part 6 (A and B), two volumes of material resulting from the sub- 
committees investigation of newsprint. Volume A contains testimony of 
June 19, 20, 21, 22, 23, 27, 28, 29, 30, and July 10, 11, 13, 18, 19, and 20, 1950, 
at which dates representatives of Government, the newsprint industry, and 
other interested persons presented various views on the newsprint industry. 
Volume B contains exhibits introduced during the hearings. 


(82d Cong., 1st sess.) 


Seriat 1, Parr 1, hearings of January 22, 23, 25, 26, 29, 30, February 1, 2, 5, 7, 
and 9, 1951, on aluminum, at which dates representatives of Government, the 
aluminum industry, and other interested persons testified on the expansion of 
aluminum facilities. 

SERIAL 1, PakRr 2, containing testimony of the Federal Trade Commission on two 
reports: The Divergence Between Plant and Company Concentration, 1947 
(presented December 12, 1950, 8lst Cong., 2d sess.) ; Interlocking Directorates 
(presented March 7 and 8, 1951). 

Sertar 1, Part 3, hearings of April 9, 11, 138, May 3 and June 7, 1951, on a bill to 
amend the Clayton Act by granting a right of action to the United States to 
recover damages under the antitrust laws, establishing a uniform statute of 
limitations, and for other purposes. 

Serrat 1, Supplement to part 3, consisting of certain appendix material, inad- 
vertently omitted from the printed edition of the hearings held on April 9, 11, 


13, May 3, and June 7, 1951. 
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B. Reports 


T'nE IRON AND Steet INpustry, Committee Print, Eighty-first Congress, second 
session (1950), containing a report of the subcommittee’s investigation of the 
steel industry. 

ALUMINUM, House Report No. 255, Eighty-second Congress, first session (1951), 
containing a report of the subcommittee’s investigation of the aluminum pro- 
gram for defense. 

NEWSPRINT, House Report No. 505, part 1, Eighty-second Congress, first session 
(1951), containing a report on practices in the newsprint industry. 

THE MosILizATION PROGRAM, committee print, Eighty-second Congress, first ses- 
sion (1951), interim report of the subcommittee containing its study of the 
allocation of steel to certain locomotive builders. 

THE MosILizATION PRogRAM, House Report No. 1217, Highty-second Congress, 
first session (1951), containing a report of aspects of the mobilization program 


affecting competition. 
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sion, Department of Justice 


Jung 12, 1951 
Testimony of— 

Small, John D., Chairman, accompanied by Admiral M. L. Ring, 
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MOBILIZATION PROGRAM HEARINGS 


MONDAY, MAY 21, 1951 


Hovse or REPRESENTATIVES, 
SpeciaL SUBCOMMITTEE ON THE Stupy oF Monopo.y Power 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D.C. 


The special subcommittee met, pursuant to call, at 2 p. m., in room 
346, Old House Office Building, Hon. Emanuel Celler presiding. 

Present: Representatives Celler (chairman), Wilson, Reed of Illi- 
nois, Keating, Goodwin, and McCulloch. 

Also present: E. Ernest Goldstein, general counsel to the sub- 
committee; John Paul Stevens, associate counsel, representing the 
minority; Jerrold L. Walden, assistant counsel; John F. Woog, as- 
sistant counsel; Eileen R. Brown, clerk. 

The CHarrman. The meeting of the subcommittee will come to 
order. The Chair wishes to make an announcement. ~~ 

Today the Subcommittee on Study of Monopoly Power initiates 
the first of a series of hearings on certain aspects of the mobilization 
program directly related to the problems attendant upon the mainte- 
nance of competition and curbing of monopoly power during this 
emergency period. 

It is not the subcommittee’s intention to survey the entire mobiliza- 
tion program inasmuch as many of the elements of the program have 
properly been under study by other committees of the Congress. It 
is our intention, however, to find out whether or not those portions 
of the Defense Production Act which were designed to prevent the 
tte ng of monopoly power are sufficient to meet the problems created 

y the mobilization program. It is our further purpose to ascertain 
whether or not the clear intent of Congress that the antitrust laws 
not be disregarded in the course of the mobilization of our resources 
has beer’ honored in the administration of the Defense Production 
Act. 

The subcommittee’s hearings on this subject will continue from time 
to time and it is our present intention to hold a set of consecutive hear- 
ings during the early weeks of the coming month. 

I should like to make it very clear that any person, organization or 
agency mentioned, including any company, during the course of the 
hearings, who feels it important to clarify, explain or contradict any 
prior testimony, will be afforded an opportunity to appear before 
the subcommittee. 

In view of the importance of the issues involved in these hearings, 
it has been decided to require all witnesses appearing before the sub- 
committee to be sworn. 


1 
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Our first witness this afternoon is Col. William G. Knight of the 
National Production Authority. Colonel Knight, will you hold up 
your right hand? 

Colonel Knight, do you solemnly swear that the testimony you are 
about to give is the truth, the met A truth, and nothing but the truth, 
so help you God? 

Mr. Knienr. I do. 


TESTIMONY OF WILLIAM G. KNIGHT, MOTOR POWER UNIT, TRANS- 
PORTATION EQUIPMENT DIVISION, NATIONAL PRODUCTION 
AUTHORITY 


Mr. Gotpsrern. Will you state your full name, please, Colonel, for 
the record ? 

Mr. Knieur. William G. Knight. 

Mr. Goxpstery. You are here pursuant to subpena of the sub- 
committee ? 

Mr. Knienr. I am. 

Mr. Gotpstern. And, pursuant to that subpena, you have, to the 
best of your ability, produced the records called for ? 

Mr. Knicur. That is right. 

Mr. Gotpstern. I might say at this point, Mr. Chairman, that Colo- 
nel Knight was unable to furnish some of the records asked for and 
he will make-an endeavor to have them here shortly. 

Colonel Knight, I believe you have a prepared statement which you 
would like to put in the record. 

Mr. Knieur. Yes. 

Mr. Gotpsrern. Do you want to insert it in the record or do you want 
to read it? 

Mr. Knicur. Well, as far as I am concerned, it can be inserted in 
the record. If you would like, I will read it. There are one or two 
typographical errors which I did not notice until I came out of the 
office. I was in a hurry, and I did not have a chance to read it. 

Mr. Gotpstern. Will you proceed with your statement, Colonel ? 

Mr. Knigut. My name is William George Knight. My home resi- 
dence, 22 Park Avenue, Lyndonville, Vt. By occupation I am an en- 
gineer, and since June 1948 have been retired from the railroad serv- 
ice. A qualification sketch of my background has been furnished 
your assistant counsel in brief form. 

On or about May 10, 1951, I received a telephone call from a Member 
of the staff of the subcommittee, making request for information in 
connection with pressure being applied by large corporations in order 
to secure special treatment in the way of extra allotments of materials. 
to the exclusion of their competitors. 

Information was given the attorneys on the telephone, stating that 
with the high rate of industrial activity and the increased use of stra- 
tegic materials, which many of the locomotive builders were agreed 
upon, almost continuous requests for information were ay | received 
by this office. Later on, on Friday, May 18, 1951, further information 
was requested by the attorney, and a short conference was held in the 
Director’s office. The counsel was told of the procedure of allocation 
of materials, both for new locomotives and repairs. 

Information was given regarding the complaints of one of the build- 
ers with respect to the proportion of materials given his company, and 
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the appeals taken with the results that were finally worked out from 
such a Statements were made to the counsel that our files were 
available to the subcommittee to inspect, if requested. That NPA, 
being a new organization, might be expected to make some mistakes. 
The counsel asked several questions on an allocation of materials made 
to one builder under date of March 14, 1951, raised questions as to how 
it was handled and why one company received substantial material 
while others did not participate in the allocations. This office stated 
it had no knowledge of the assistance given other manufacturers as the 
forms were nut as a general rule returned to us, 

Mr. Gotpsrern. Colonel, you are in the Motor Power Unit of the 
Transportation Equipment Division of the NPA? 

Mr. Knient. That is right. 

Mr. Gotpsrern. And one of the duties of your office is the problems 
of locomotive builders? 

Mr. Knicurt. That is right. 

Mr. Gorwsre1n. Now, your qualifications for that position have been 
set forth in a résumé you have made available to the subcommittee, 
but I think we ought to put certain portions of that in the record. 

The résumé which was made available to us showed that your last 
position prior to the NPA was consulting engineer to the Royal Gov- 
ernment of Thailand. 

Mr. Knieur. That is right. 

Mr. Goxpstern. And in that connection you were dealing with rail- 
road problems / 

Mr. Knigut. Yes; general transportation problems. 

Mr. Gotpstern. And previous tc that you had been an engineer with 
the Metropolitan Water Board for the Commonwealth of Massachu- 
setts. 

Mr. Knieut. That is-right. 

Mr. Goupsrern. And instructor in steam engineering and thermo- 
dynamics at the Massachusetts Institute of Technology. 

Mr. Knicut. That is right. 

Mr. Gotpstern. And, in addition, you have been consulting engineer 
for the bondholders committee, the New York, Ontario & Western 
Railroad. 

Mr. Knicur. That is right. 

Mr. Gorpstern. And to the principal stockholders committee, 
Chicago & Great Western Railroad Co. 

Mr. Knicur. That is right. 

Mr. Gotpstern. And to Lightbody & Co. Textiles in Great Britain. 

Mr. Knicur. That is right. 

Mr. Gotpsrern. And you were mechanical superintendent for the 
Bangor & Aroostook Railroad, in charge of design, maintenance of 
rolling stock, shops, engine terminals, labor relations, and mechanical 
engineering, for 24 years. 

r. Knient. Yes, sir. 

Mr. Gotpstern. And you were assistant to the general mechanical 
superintendent, Boston & Maine Railroad, with similar duties. 

Mr. Knienrt. Yes, sir. 

Mr. Goxtpstern. You served in both wars, did you not, Colonel ? 

Mr. Knieut. Yes; I did. 

Mr. Gorpsrerx. You served in the last war? 
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Mr. Knicut. Yes. I was a full colonel. I was colonel of the 
Three Hundred and Eighty-sixth Infantry, and later was transferred 
to the General Staff work. I was assistant general manager of the 
military railways of the United States, under General Gray. 

Mr. Goxpste1n. I think the subcommittee can feel that you are well 
qualified to speak, particularly as to railway equipment. 

Now, directing your attention to the time about October 1950, did 
the actions of the NPA with regard to allocation of steel begin to 
create hardships for certain of the locomotive builders ! 

Mr. Knienr. It did, yes. 

Mr. Gotpsrern. And was this brought to your attention, sir? 

Mr. Knieur. That is right, yes. 

Mr. Goipstern. And as the result of those matters having come to 
your attention, did you undertake to discuss the problem with the five 
major builders ? 

Mr. Knicut. That is right. 

Mr. Go.pstern. And who were those five major builders? 

Mr. Knicut. The General Motors Corp., known as the electromotive 
division of General Motors, building Diesel motors; the American 
Locomotive Co. at Schenectady ; the Baldwin Locomotive Co. at Phila- 
delphia. Then, there is the Lima-Hamilton Corp., of Lima, Ohio; 
and the Fairbanks, Morse Co. in Chicago. 

Mr. Gotpsre1n. And the General Electric as well, sir? 

Mr. Knieut. General Electric, yes, at Erie. 

Mr. Gotpstern. Have Baldwin and Lima recently been consolidated ¢ 

Mr. Knicut. That is right. Lima-Hamilton has just recently con- 
solidated with the Baldwin at Philadelphia. 


By way of information to this subcommittee, that was brought 
about so as to — a great deal of their heavy machinery work 
1e 


and consolidate the locomotive work at Philadelphia. The Lima plant 
is still in operation. 

Mr. Goxpstern. Their problems also related to allocation of other 
materials, other metals, nonferrous, did they not ? 

Mr. Knieur. That is right. 

Mr. Goupsrern. Such as aluminum and copper ? 

Mr. Knicur. Yes. 

Mr. Gotpstetn. Now, as the result of your discussion with the loco- 
motive builders, did there come a time when your office undertook to 
provide relief for the builders? 

Mr. Knicut. Yes. We prepared what we call a GA-3 Form, re- 
questing relief for the five locomotive builders. 

I might add that up to a recent date, I think the 1st of April, that 
backlog had reached over $50 million, in value, which they were be- 
hind. I will explain that a little further, and I would have put it in 
the statement if I had had time. 

You see, the act came in and shut off the supply of materials to the 
builders, and yet the builders had to keep supplying the railroads with 
repair parts. 

The natural result was that about the 1st of April the inventory 
deductions as the result of that continual drawing on material 
amounted to something like $53 million, and the total reduction in 
MRO-—that is what the railroads used on what we call maintenance, 
— and operation—with the interim relief, had reached $107 
million. 
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So, that problem became very important to us in the National Pro- 
duction Authority, to see that the railroads were properly supplied. 
Mr. Goxpsrern. It was also important to the railroads and builders? 

Mr. Knicur. That is right. 

Mr. Gotpsrern. So that sometime in March—we have not been able 
to get a copy of the document the colonel referred to—sometime in 
March you filed this application form for interim relief, in other 
words, allocation of materials, within the National Production 
Authority ? 

Mr. Knicurt. That is right; yes. 

Mr. Gotpsrern. And that application form requested ultimately 
that a DO be granted to the five builders ? ; 

Mr. Knicurt. Yes. 

Mr. Goutpstetn, And the DO may be described as a hunting li- 
cense; it does not guarantee the right to get steel, but at least it gives 
the right to go into the market and get it? 

Mr. Knicur. The DO gives the right to buy the material if you 
can locate it. 

Mr. Gotpstetn. Now, this application for interim relief was initi- 
ated in your office on behalf of the five builders? 

Mr. Knicur. Yes. One thing that the subcommittee should under- 
stand is that the DO is not always a hunting license. When we con- 
struct new locomotives, the DO goes out and the number of the DO 
is issued and then the builder of the locomotive is told where to go 
to get his materials, because the Steel Division holds open vacant 
schedules in the steel mills to take care of these various locomotives; 
but in the interim is what we call DO-97, which is largely a hunting 
license, unless accompanied by a directive... 

Mr. Gotpstern. So, on or about the 1st of March, approximately, 
you filed application for the various builders from your office within 
the NPA, for the purpose of obtaining DO-97’s, 

Mr. Knicur. Yes, we did. 

Mr. Gotpstern. Now, among the papers which you furnished pur- 
suant to subpena are the minutes of a conference on March 13, 1951, 
a —- held in the Transportation Equipment Division of the 


Mr. Knionr. Yes. 

Mr. Gotpstrern. I wonder if you will identify this for the record, 
sir. It is a meeting held between representatives of NPA, including 
Colonel Knight, and representatives of various builders, on various 
problems, including that of interim relief. 

Mr. Knicut. That is it. 

Mr. Goupstern. Mr. Chairman, we would like to have that as 
exhibit 1. 
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The Cuarrman. It will be accepted as an exhibit. 
(The exhibit referred to follows :) 


Exuusit No. 1 


MINUTES OF A CONFERENCE HELD IN THE TRANSPORTATION EQUIPMENT DIVISION, 
NATIONAL PRODUCTION AUTHORITY, MarcH 13, 1951 


Subjects: Allotment of steel and other materials to the locomotive construction 
program for June 1951. Interim relief and repair parts. 
Consisting of 320 Diesel and 5 steam locomotives. 


Also subjects as shown on the following agenda: 

The following companies sent these representatives : 
American Locomotive Co. : 

W. S. Morris, president 

J. D. Delaney 

W. G. Miller 

H. P. Davison 

L. J. VanVakeburgh 

R. C. Weston 
Baldwin-Lima-Hamilton Corp.: 

R. N. Watt, vice president 

R. C. Crean 

J. T. Morrison 
General Motors Corp.: W. O. Nelson, production manager 
Fairbanks-Morse Co.: Robert Alday, general manager 
Davenport-Besier Corp.: R. W. Koch, vice president 
Vulcan Iron Works: 

J. F. O’Brien, general sales manager 

Thomas McLaughlan - 
Fate-Root-Heath Co. 
Plymouth Locomotive Works: 

R. J. Johnson, general manager 
Brookville Locomotive Co. : 

J. Horky, president 

D. M. Garrett 
Government representatives : 

R. L. Glenn, Director 

Col. W. G. Knight 

F. J. McShalley 

M. K. Tate 

Transportation Equipment Division 

Mr. Bronson, attorney, NPA 

Mr. Pierce, Conservation Division 

The meeting was opened at 10:15 a. m., with introductory remarks from 
Mr. Robert L. Glenn, Director, Transportation Equipment Division, NPA, who 
spoke substantially as follows: 

That NPA was trying to cooperate with the locomotive building industry, 
and he felt that the builders as a group were giving NPA patriotic support, 
and such action by all the parties at this conference would be in the highest 
interest of the Nation as a whole. 

He called attention to the urgent necessity for conservation of vital materials 
required for national defense and the importance of the NPA problem to make 
equitable distribution to all users, within the scope of his authority, net only 
in new programs, but for spare parts and emergency situations as they occur. 

Emphasis was placed on the organization of the vast locomotive building 
industry and stated that it is the purpose not to cause disruption of plants 
but on the contrary to tie the workings of the Transportation Equipment Division 
to the builders’ organization just as far as it was possible to do so. 

Attention was called to the fact that the builders’ organization operates as 
a complete integrated economic unit, producing metallurgical production and 
merchandising problems, and finally through legal phases of the equipment 
trust and certainty of title. 

The experience, education, and know-how of your organizations is an important 
segment in the national defense scheme and will be nurtured, not deterred in 
its normal functions. 
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At the conclusion of introductory statement, W. G. Knight, Chief of Motive 
Power Unit, on Mr. Glenn’s staff proceeded with the topics of the agenda. 


QUESTIONS ON THE AGENDA 


No, 1. With respect to operating capacity of the plants, showed a total esti- 
mated output of Diesel units of satisfactory magnitude, it is thought best not 
to publish this figure for reasons of security. However, NPA will have the 
information for reference and use at the proper time. 

No. 2. With respect to how we shall measure plant capacity, it appeared 
that the entire group were satisfied with a proposal of Mr. Morris, vice presi- 
dent of American Locomotive Co., as follows: 


RIERA EREEREEemereene neemens Cmeenennemnns Caen Tan 


| Totalton- | Numberof |... : 
| nage | units Average tons 
| 





26, 823 | 165 
35, 063 233 | 
73, 033 | 520 
112, 306 968 
174, 044 | 1, 354 
145, 072 1, 166 








These tonnages and units included the following Diesel electric locomotives : 


| Number of | Average Total [rota horse- 
\locomotives! weight weight | power 


| —_______ —|- 
| 


a 85 | 100.8 8, 569 | 82, 620 
168 | 107.0 | 17, 983 | 153, 420 
187 | ¥ 20, 998 | 187, 260 
254 | 9.6 | 27, 834 | 245, 120 
403 | 3] 44, 879 | 395, £00 
395 | : 44, 478 | 394, 820 





Our present plant capacity, based on an average unit weight of 120 to 125 
tons, is 125 units per month, or 15,000 to 16,000 tons of Diesel electric locomotives. 
This is exclusive of the spare-part requirements which are covered in a later 
item. 

In measuring plant capacity we believe that units should be the measuring 
stick for the reason that the operations and construction are somewhat similar 
for the various types to be built regardless of their horsepower but also give 
units average weight. 

At this point the chairman passed ballots ameng the builders’ representatives 
asking them to vote on the question of allocation. The purpose of the ballot 
was to ascertain just how each builder felt about the distribution of the materials 
by indicating what proportion he thought his company should have. It appeared 
from past experience that allocation of material was a controversial point and 
therefore should be approached with much care. 

After the ballots were received by the chairman they were filed away without 
disclosure of the various viewpoints, but, however, each one was allowed to state 
his case in support of the respective requests each builder was allowed to place 
in the record the following statements : 

Colonel Knight: “How many locomotives would you build for domestic use? 
We would like to get your opinion as to what you think distribution should be to 
your company, and what portion of 320 locomotives should go to each builder.” 

Mr. Nelson, production and control officer, electromotive division, General 
Motors Corp.: “The railroads have determined in a way by placing orders for 
delivery, how they would like to have the business divided as reflected in past 
performance and in undelivered orders on the books now. In looking at past 
performance, I agree with (previous remarks) that some adjustment in estab- 
lishing ratio or participation in the program based on past performance should 
be made due to strikes. Normal participation in the program would be obvious.” 

Mr. Nelson proposed that past performance should be taken into account. 

Mr. Watt, vice president, Baldwin-Lima-Hamilton Corp., Eddystone division : 
“Consideration must be given to more than adjustment because of strike con- 
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ditions. Certainly a small builder whose first 6 months of 1950 was getting into 
business—I am thinking of Lima situation—that factor must be given considera- 
tion. Improvement of any sales position subsequent to first 6 months must be 
given consideration. The strike situation should also be given consideration.” 

Baldwin was satisfied with the May distribution. 

Baldwin has in previous quarters produced in excess of locomotives asked for 
in the program. 

Mr. Morris, vice president, American Locomotive Co.: “ALCO had orders and 
expected to build 90 locomotives a month the first 6 months of 1951 as asked. 

“The program is slow in getting started. We started to feel material shortages 
the last part of 1950, so we would have built 90 in January even if we hadn't a 
strike, but would have if the program had gotten started in time. We would 
have 90 a month for the first 6 months of 1951. We abide by what the Govern- 
ment says to do. We will make every effort to build all locomotives we can for 
the free market. American Locomotive increased the business booked in 1950 
by a greater percentage than any other builder. Therefore, ALCO, as an example, 
should not be restricted any more than a builder who in the past has had a 
greater part of the business. Our product has come through long development 
that was retarded during the last war, and is rapidly increasing in use throughout 
the world. Our order board is affected more seriously by reductions in materials 
than if we had a much larger order board. If we are limited to a percentage 
of business by allocations, our competitive position is further endangered and 
the point could well be reached where competition in the market is lost, if we 
are not allowed to improve our market position. The very life of the American 
Locomotive Co. depends on a continued improvement of its proportion of business. 
Our goal is 35 percent of the total business, and that is not domination of the 
industry.” 

Mr. Morris: “The locomotive industry does not have any allocated steel for 
the first 5 months of this year. We have had 5 months getting free steel and 
keeping our industry going. Some of the other programs have had the advantage 
of allocation of one kind or another. Isn’t there some justification for an industry 
being allowed to carry on 100 percent a month instead of being cut down? There 
are five critical months here where somebody else has a lot of steel. Why can’t 
we get a bigger cut in the whole pie to get things going? We have supplied 
railroads from free steel.” 

Mr. Nelson, General Motors Corp., electromotive division: “Some percentages 
have produced 65 percent based on reports in trade magazines, orders placed, 
and reports of sales from ICC records and AAR records on delivery of locomotives 
which were completed.” 

Mr. Morris: “We accepted the allocation, but not satisfied with total over-all 
picture—shipments of foreign industrial locomotives in 1950. ALCO built some 
locomotives because business was available—some 70—.if not those we would have 
built domestic.” 

Mr. Nelson: “Can’t we assume there will be some export business under another 
program during this year?” 

Mr. Glenn: “I think so.” 

Mr. Watt, vice president, Baldwin Locomotive Co.: “Last fall we seld locomo- 
tives based on certain production per month. Figures subsequently brought 
here last October as representing an audit of our books. There was not a free 
flow of material. There was X number pounds of steel available for locomotive 
builders. Our commitments to our customers had been based on basis of produc- 
tion anticipated for first half of the year. If materials are not available certain 
consideration should be given to an equal cut in that steel so that each builder’s 
customer would be treated in exactly the same method in their delay of deliveries 
that would, of course, be caused by material not being available.” 

Mr. Glenn: “There has been a general slippage across the board. You are 
behind in your orders; the other people are too.” 

Mr. Watt: “Let us assume Baldwin has 45 locomotives a month for first half 
of the year. A formula is established that would reduce our production by 50 
percent. Assume we had 400 on our books that would extend our delivery 
about 20 months. Builder has been reduced 20 percent, long before another 
builder would be were he cut back and a different percentage had been applied 
to other builders.” 

Mr. Glenn: “We follow pretty closely equal percentage cut.” 

Mr. Wilson, general manager, General Electric Co.: “I think all things con- 
sidered the May allocation was very equitable. Suggest you use form similar to 
that for June.” 
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Mr. Morris: “Don’t use a factor to determine spare parts. Base future re- 
quirements on estimate from our past experience in spare parts. Each year 
these locomotives are out—1950. Those in 1951 might not need very many spare 
parts. May 1952 or 1953, and we will base it more on our actual experience 
with locomotives in service. Building more in the year will tend to rise a little 
sharper. Our spare-parts requirements are going to increase each year whether 
allowed to build 80 or 180 a month. You can translate those numbers into 
what current production might be but it doesn’t give a true picture. Bstimate 
for 1951 spare parts would be 20 percent more than in 1950.” 

Mr. Nelson: “Made a check and found in January the dollar value—we 
shipped 60 percent more spare parts than for the average of last 6 months of last 
year—about 25 percent more each year.” 

Mr. Glenn: “The subject of MRO is somewhat too large to take up in this 
meeting, and Colonel Knight will handle with your, committee this afternoon.” 

At this point the discussion was dropped and at the suggestion of the Director, 
a special meeting for discussion of spare parts and interim to be held after 
lunch. 

Mr. Wilson, General Electric Co.: “We can cut across the whole transportation 
industry and carry about 100,000 items in stock. A customer can or cannot 
choose to go in under MRO so that immediately we are getting some parts 
orders with ratings and most of them without. Some customers are placing them 
in DO orders that are on our books. Any material we ship from our stock 
from here out without a DO order to replace the material that goes into that 
part, we are probably depleting our stock of parts. So that the idea of waiting 
very long to sum up and get a direction to this parts business, I think is very 
hazardous in the transportation business. One other angle: The GE operates 
in many other industries. This particular industry—transportation—uses up 
three or four times as many parts as any other industry where they place the 
apparatus in stationary service so that it makes it three or four times as critical 
in transportation industry as to other industries.” 

At this point American Locomotive Co., Baldwin, laid much emphasis on the 
fact that during the war their plants were engaged in production of steam 
locomotives for war effort and their competitive builders had an unrestricted 
field for development of Diesel locomotives which gave their competitive con- 
temporaries a decided advantage, which should not be further advanced by 
restricting their present operations by further cut in their material require- 
ments. 

Colonel Knight introduced Mr. Pierce, conservation, standardization, USRA. 

Mr. Pierce: “The conservation program summarized, is about as follows: 

“We are trying to think of as confining the use of critical items to uses in 
such a way as savings of manpower, tools to get maximum plant capacity. The 
defense program impacts are becoming more and more severe and there will be 
that need of conserving everywhere we can. There are four or five main factors 
to conservation: 

“1. Simplificatin of production.—Elimination of all nonessentials that creep 
into production specifications during peacetime. There is room in your industry 
for greater simplification during emergency period. 

“2. Standardization.—If practical to think as need may come later on, thinking 
might be started here today. What could be done within your industry to 
standardize to such degrees that would help the armed services and transporta- 
tion in general? To eliminate the necessity of so many different types of parts 
and components should lend itself to greater standardization. There is oppor- 
tunity of standardization under emergency act which has not been available 
to you before, 

“3. Substitution —Part of the thinking going on within industry all the time. 
bate like to develop the greatest degree of substitution which should come from 
ndustry. 

“4, Specifications —Both our Federal specifications as applied to transporta- 
tion industry and Federal Government specifications. Munitions Board have 
shown by operation that they are very interested in helping to lift out of every 
specification critical items where performance can be guaranteed by supplier 
by means of use of some other material—as in industry comes up with recom- 
mendations of revised specifications. 


“Self improvement of requirements 


“5. Salvage.—We ask for full support. Iron and steel scrap is scarce. We 
are planning a campaign to pry loose every ton of industrial scrap and make 
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it available for producing steel needed. We ask if you could arrange for a 
committee to be appointed with high-ranking officer in charge so that decision 
can be made as to what may be scrapped now—if you would like a committee 
appointed to study these angles in industry.” 


Questions discussed 

1. How shall we measure capacity? 

2. Mr. Morris, units; Mr. Tate, Lima Co., to equalize get away from unit; 
Mr. Morris, units cause operation of construction of 1,000 horsepower same as 
660 switcher ; Mr. Wilson, General Electric, tonnage. 

Recommendations were requested as horsepower, units, or tonnage. 

3. General Electric industrial engines on books—how many for defense? 

4. Mr. Watt: What builders would do re a big order? Could you handle 
that and commercial railroad business too? If given long enough time. Effect 
on component parts manufacturer? It would definitely jam them up. 

Mr. Glenn: “We must talk with the military; I have a feeling they should have 
a standard locomotive which can be built in any shop so that one plant will not 
be taken up entirely by a military order.” 

Mr. Watt: “If we had to design a new engine close to a year would be lost in 
engineering, leaving 2 years for production.” 

Mr. Nelson: “We have plant facility and machine tools and people but in May 
Electromotive will have to lay off 3,000 people and you can’t get those people 
back ; you get green people back, which takes long training.” 

5. Morris, yes; Nelson, yes. 

6. Labor problems : 

Mr. Morris: “Our labor will supply capacity production. We will have prob- 
lems but can get men in our district.” 

Mr. Nelson: “In short, very many people. We are taking another look as to 
how the shop can do what the men are now doing. Can ship 3,000; working 
6 days a.week, easy 3,500 or 3,700.” 

The meeting reconvened in Mr. Knight’s office at 2 p. m. for the purpose of 
working out a recommendation for relief of all builders who are now short of 
materials already furnished to the railroads for repair parts to their locomo- 
tives. There is also a large backlog of orders for repair parts for which there is 
no material on hand, therefore, an estimate was required from the builders. 
The following estimates were submitted : 


American Locomotive Co $11, 872, 600 
Baldwin-Lima-Hamilton Corp 6, 000, 000 
Electromotive Division _ 23, 500, 000 
Lima-Hamilton 100, 000 


The problem concerning the method of obtaining materials under the existing 
regulations was discussed and it was the general consensus of opinion that the 
present procedure is not satisfactory to meet the requirements because regula- 
tion 4 prohibits the builders from extending the DO-97 rating to their suppliers 
in time to get material, and at the same time maintain a suitable working inven- 
tory. For example it was brought out that the locomotive builders are required 
to stock a sufficient supply of spare parts for the railroads at all times, whereby 
they cannot extend the DO-97 to replace the material used in the manufacture 
of these spare parts until orders are received from the railroads, the results 
of which have decreased the builders’ inventories to a dangerous point. It was 
also revealed that the backlog of orders on the books are rapidly increasing 
because of not having material to meet the requirements for spare parts. 


CONCLUSIONS REACHED 


1. The distribution of materials for the construction of 320 Diesel locomotives 
to follow the general principle used in the May allocation. 

2. That a study of export and industrial locomotives would be made promptly 
and consultation with the interested agencies would be initiated by NPA. 

8. That interim relief for the builders will be made a part of the transcript of 
this meeting. 

4. That each builder will show the dollar value of his inventory shortage, and 
order board backlogs in dollars. 

5. Questions were not placed in these minutes for reason of security. 





STUDY OF MONOPOLY POWER ll 


Mr. Gowpstern. Colonel Knight, there is a statement here ap- 
pearing on pages 9 and 10 of the exhibit that I would like to read to 
you and ask you if you believe it accurately reflects the tenor of 
the meeting. 

I might point out that this statement appears as part of the minutes 
of the meeting, reconvened in your office at 2 p. m., for the purpose 
of working out recommendations for the relief of all the builders. 

It states that it was brought out that the locomotive builders are 
required to stock sufficient supplies of spare parts for the railroads at 
all times; that that supply has gone down to a dangerous point; 
that there is a backlog of orders on the parts because of not having met 
———— for the spare parts. 

Joes that represent the feeling of the builders and the people of 
your division as to the serious nature of the problem confronting the 
locomotive builders ? 

Mr. Knient. Yes, it does. 

Mr. Gotpsrern. When you filed the five applications for interim 
relief on Form GA-3, you expected approval or disapproval within a 
reasonable period of time; did you not ? 

Mr. Knicur. We did; yes. 

Mr. Gotpstern. You were expecting it in about 2 weeks, roughly ? 

Mr. Knieur. Well, approximately, yes; but a little shorter—not 
quite so much time. We figured we should get them back inside of 
a week—about a week. 

Mr. Gotpsrern. And they would be approved by Mr. Groce ? 

Mr. Kwieur. Yes. 

Mr. Gorpsrern. That is, his office would approve or disapprove the 
issuance of the DO? 

Mr. Knieur. Well, not necessarily Mr. Groce. It would have to go 
through the various divisions, like copper and steel. 

Mr. Gorpstern. But eventually it would come to his office? 

The Cuamman. We might have the record show who Mr. Groce is. 

Mr. Goupsrern. Mr. Groce is the man who issues the final defense 
orders ¢ } 

Mr. Kwnicur. That is right. 

The CaHamman. That is Walter Groce? 

Mr. Knicur. That is right. 

Mr. Gotpstrern. Now, as a matter of fact, did you ever receive that 
approval or disapproval on the five recommendations for relief that 
you submitted ? 

Mr. Knicur. We received one back. 

Mr. Goxpstern. But, as concerns the original, did you ever receive 
the original back? 

Mr. Knicur. Not the original. 

Mr. Gotpsrern. You did not receive the original back ? 

Mr. Knicur. No; we did not. 

Mr. Gotpstetn. But you did receive something back ? 

Mr. Knicur. Yes. 

Mr. Goxpsrern. And that was an original document prepared in 
your office ; was it? 

Mr. Knieur. No. 

Mr. Gotpstern. This document that you received back was in the 
form of granting a DO—or some other form? 
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Mr. Knicur. Well, it was a directive. 

Mr. Goipsrern. It was a directive? 

Mr. Knieur. Yes. 

Mr. Gotpsre1n. And that means it provided for a specific set-aside. 
of steel directed to the particular locomotive builder? 

Mr. Knieurt. That is right. 

Mr. Gotpsrern. And provided a specific tonnage for specific manu- 
facturers of steel ? 

Mr. Knieut. That is right; yes. 

Mr. Goipste1n. Now, when that document came back to your office, 
was it brought back so the signatures of the originator of the GA 
could be put on it? 

Mr. Knieut. It was brought back to us for the Director’s signature. 

Mr. Goipste1n. In other words, this document which was prepared 
outside of your office and which provided for more definite allocation 
of steel than originally requested—it followed the general tenor of 


your —_ uest ¢ : 
Mr. Knieur. If I remember right, it was the same amount of 
material. 
Mr. Gotpstern. But not in the form of a DO? 
Mr. Knieur. It was a directive. 
Mr. Gotpsre1n. A directive that actually guaranteed the steel? 
Mr. Knieurt. It was a directive brought back to us with the signa- 
tures on it, but our Director’s signature had to be affixed to make it 


legal. 

Mr. Gotpstern. And it did not have to go up as far as Mr. Groce, be- 
cause it did not involve a DO¢ 

Mr. Knieur. That is right. 

Mr. Goutpstern. I ask you if you will identify a document which is 
headed “Transportation equipment NPA Regulation 2, Section 102, 
Directives 531 to 552.” This is a carbon copy of the document, and 
I wonder if you would identify this as the document which was re- 
turned to your office for eventual signature. Does that represent a 
retyped copy of the documeht which was returned to your office / 

Mr. Knigur. That is right. 

Mr. Goupstern. Mr. Chairman, I ask that that be accepted as 
exhibit 2. 

The CuarrMan. It is accepted in the record. 

(The exhibit referred to follows :) 


ExursttT No. 2 


TRANSPORTATION EQUIPMENT, NPA REGULATION 2, Section 101, Directives 
No. 531 THrovucn No, 552 


The Electro-Motive Division of General Motors, builders of Diesel engines, 
are faced with delivery of locomotives to railroads during the first half of 1951 
on orders placed as far back as 9 months ago. The delay in obtaining approval 
of the locomotive program has resulted in a critical steel shortage which will 
shortly cause them to reduce committed production and consequently lose 
valuable skilled workers that will be difficult to replace. 

It is recognized that the present ownership of locomotives is inadequate to 
meet the needs of the defense program and must be augmented during the first 
6 months of this year. This can be accomplished only if the materials requested 
in this recommendation are made available on an interim basis pending the 
effectiveness of the locomotive program, which starts with the month of May. 
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Letters covering directive action to each of these companies for the stated 


quantities are attached, which include: 
Total tonnage 





United States Steel Co 
Bethlehem Steel Co 
Republic Steel Corp 
Inland Steel Co 
Ohio River Steel Co 
Wisconsin Steel Division, International Harvester Co 
Youngstown Sheet & Tube Co__- wis 

Signature of initiating official : 








Rosert L. GLENN, 
Chief, Transportation Equipment Section. 


Concurrences : F 
MeELvIN W. COLE, 


Director, Iron and Steel Division. 
Henry P. RANKIN, Jr., 
Chief, Bars and Semifinished Section, Iron and Steel Division, 


Magc# 14, 1951. 

Mr. Goitpste1n. Now, I want to make it clear that the document that 
you identified did not originate in your office. 

Mr. Knicur. No, it did not. 

Mr. Gowpstern. But it follows in form and certainly, as to the 
amount of steel required, it follows everything set forth in your 
original request ? 

Mr. Knieur. That is right. 

Mr. Goutpste1n. Well, that was merely for one builder; was it not? 

Mr. Knieurt. That is right. 

The Cuarrman. The exhibit referred to one builder ? 

Mr. Knieur. That is right. 

Mr. Gotpste1n. What happened to the other four builders; did you 
ever receive those back ? 

Mr. Knicur. No; we never received them back. 

The Cuamman. What is the name of that one builder? 

Mr. Knicur. The General Motors Corp. 

The Cuamman. So, this document that the subcommittee is pres- 
ently handling is the document that provided for General Motors ob- 
—, a directive ordering certain steel companies to supply it with 
steel 

Mr. Kyicur. That is right. 

Mr. Keating. That did not come back from this Mr. Groce ? 

Mr. Knieur. I am sorry. 

Mr. Keatine. It was not from Mr. Groce? 

Mr. Knicur. No. 

Mr. Keatinc. Who did it come from ? 

Mr. Knicur. That came up from the steel division to us. 

Mr. Goupstern. The dccument shows that it originated, apparently, 
in the Transportation Equipment Division, because it was brought 
back to the Transportation Equipment Division. The signature of 
the initiating official is given as Robert L. Glenn, Director, and under 
“Concurrences” is the name of Melvin W. Cole, Director, Iron and 
Steel Division. Then there is a signature of Henry P. Rankin, Jr., 
Chief, Bars and semi-finished Section, Iron and Steel Division. 

Now, after you received this directive back, did you make any effort 
to find out what happened to the other four requests ¢ 

Mr. Knicur. Yes, we did. We made several telephone calls. 

Mr. Gotpstern. Whom did you call, sir? 
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Mr. Knieur. The first man we called was Mr. Sweeney of the Di- 
vision. 

Mr. Gowpsrern. What did Mr. Sweeney tell you when you called 
him that first time ¢ 

Mr. Knicurt. Well, he said that—I do not recall just what he said, 
but the papers had cleared his office, as I understood it—the papers 
had cleared and he did not know what disposition had been made of 
them. I am speaking now from memory. 

But I might add that when we failed to locate where the papers 
were, we put in a copy of everything, we sent another group over, to 
make a second request. 

Mr. Gotpstern. Did Mr. Sweeney ever tell you the papers were lost ? 

Mr. Knienr. Yes, he did. 

Mr. Go.psTEINn. So, as the result of that you submitted a second set 
of applications for the four builders whose applications had been lost. 
Is that correct ? 

Mr. Knicnr. That is right. 

Mr. Gotpsrein. And that was sometime during the month of 
April? 

Mr. Knieut. Sometime in April; yes. 

Mr. Gotpstern. Now, what has happened to those? Have those 
been approved or disapproved ? 

Mr. Knieunt. We never got them back. 

The CuarrMan. Were they lost also? 

Mr. Knigut. They were lost. Apparently they were lost. We were 
told they were sent back to our office but we never received them. 

The CuarrmMan. Were they lost the second time? 

Mr. Knicurt. The second time, yes. 

Mr. Keattne. Who told you they were sent back to your office? 

Mr. Knicut. Mr. Sweeney. We called again. 

Mr. Keratine. Sweeney holds what position ? 

Mr. Knicut. He is with the Steel Division. I think he has the 
F orgings Section. 

Mr. Gotpstetn. Mr. Sweeney did not know anything about this sec- 
ond set ? 

Mr. Knient. No, sir. 

Mr. Goupstern. And it is your testimony that you still have not 
found out what happened to the second set ? 

Mr. Knieur. That is right. 

Mr. GotpsrErn. So, to all intents and purposes, they are lost? 

Mr. Knicut. Lost the second time, that is right. 

Mr. Gotpstern. And as far as you know, up to the present time, 
only General Motors has a directive for steel; that is, a directive as 
distinguished from a hunting license? 

Mr. Knicgur. To the best of my knowledge and belief, that is right. 

Mr. Wuson. Could I ask one question? At any time during these 
negotiations was any reason given for granting one application and 
not the other a Tae 

Mr. Knieut. No. We never got an answer to that, and really, we 
got tough with some of those people. ; 

Mr. Keatine. This one relief directive to General Motors was never 
issued or sent to General Motors, was it? 

Mr. Knieurt. That I do not know. You see, the Steel Division 
would notify the steel fabricators. 
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Yes; General Motors would have to have notice of the directives 
so as to trace the order with the steel fabricators, in order to get 
materials. 

Mr. Keatine. Do I understand that for this to become an effective 
directive, it would require the signature of someone in your organi- 
zation ¢ 

Mr. Knicur. Yes, sir. 

Mr. Keatinc. Well, he did not sign it, did he, until he had oes 
similar directive for the others ? 

Mr. Knicur. No; we would sign it. We would sign it, at the 
request of the Steel Division. . 

Mr. Keattne. You signed this, knowing at the time that there were 
other requisitions by four other companies for similar allotments ? 

Mr. Knieur. That is right, that had not been received by us. 

Mr. Goupstern. You assumed that the others were coming through 
in due course ? 

Mr. Kwieur. We assumed that, yes; that they would be coming 
through. 

Mr. Keartrinc. Just a moment. I would like to pursue that a little 
further. What date did you sign it? This is dated March 14. 

Mr. Knicur. Well, I did not sign it. The Director would sign it. 

Mr. Keattnc. Who is the Director? 

Mr. Knieur. Mr. Robert L. Glenn. 

Mr. Keatine. And he is the Director of what ? 

Mr. Knieur. Of the Rail Equipment Division of NPA. 

Mr. Kearine. Well now, did you bring this to his attention ? 

Mr. Knieur. I did; yes. 

Mr. Keartnc. And when you brought it to his attention, did you 
indicate to him it related only to General Motors ? 

Mr. Knicur. That is right; yes. 

Mr. Keartye, And did you tell him that there were similar appli- 
cations for allocations pending by other companies / 

Mr. Knieur. Yes. He knew that as well as I did. 

Mr. Keatine. Was that the subject of conversation between you 
and him ?¢ 

Mr. Knieur. Yes; that is right. 

Mr. Kearine. There was discussion ¢ 

Mr. Knieur. Yes. 

Mr. Kearine. With regard to a delaying of the signing of this di- 
rective until you had all of the other directives in your hands? 

Mr. Knicur. No; we would not do that, ordinarily, that way. We 
would sign the directives and forward them as they came in to us. 
We would not want to delay. We knew the builders needed help. 

Mr. Keating. Was there any discussion between you as to why 
General Motors obtained a directive and the other four did not? 

Mr. Knigur. Yes; there was. 

Mr. Keartne. What was that discussion ¢ 

Mr. Knicur. Well, we assumed that the others would be along and 
we questioned the man that brought them in and asked him, “Where 
are the other four?” And he said he did not know. 

Mr. Keating. And that was Mr. Sweeney ¢ 

Mr. Knigur. No; I do not remember. Somebody from Mr. 
Rankin’s office. I cannot think of the young man’s name. 

Mr. Gotpstern. Was it Murphy? 

80861—51—-ser. 1, pt. 4-3 





16 STUDY OF MONOPOLY POWER 


Mr. Knieurt. I do not remember. 

Mr. Keating. Was he from the office of Henry P. Rankin, Jr., the 
chief of the Bars and Semifinished Section, Iron and Steel Division ? 

Mr. Knicut. Yes; he came from that office. I do not remember his 
name. 

Mr. Keattne. And was he present in the conference you had with 
the ‘Director ? 

Mr. Knieut. No, no. 

Mr. Keating. Did he tell you that the others would be along in 
due course or did not know ¢ 

Mr. Knieut. He did not know where the others were. He simply 
brought in that one, at the request of somebody in his office. 

Mr. Keatrne. And in the absence of any knowledge on it what- 
ever, the Director went ahead and approved this directive? 

Mr. Knicur. That is right. 

Mr. Keatrne. And you say that is the normal method of operating 
in your Division ? : 

Mr. Knicur. We normally would forward anything like that, yes. 

Mr. Keratrne. Even though the prior applications from five large 
companies had all come to your attention at the same time and the 
directive came to you for steel to be delivered to only one of them— 
you would still normally sign that, even though you knew nothing 
about what was happening to the others? 

Mr. Knigut. That is right. You see, that possibly might have been 
stalled in some of the Divisions down there, whether for information 
from the mines or something like that. For instance, the Copper 
Division might possibly hold up a directive that had a great deal of 
copper in it, until they could find out. 

Mr. Keatine. Well, was there a difference in the types of materials 
relating to all five companies ? 

Mr. neuer. They were about the same. 

Mr. Keatina. So the reason which you have now given for delay- 
ing would not apply in this instance? 

Mr. Knieur. Probably not, no. 

Mr. Keatina. All right. 

Mr. Gotpsrern. With reference to a preceding question, as to 
whether or not General Motors was informed, have you heard of the 
Ladish Co., of Cudahy, Wis.? Is that not a subsidiary or one of 
the 5 imme in the electromotive division of General Motors Corp. ! 

Mr. Knieur. I think so. 

Mr. Gotpstetn. Well, we do not have extra copies here. We will 
have to make photostats for the record, but the directives provided 
the steel for the General Motors Corp., and there are attachments, 
letters to the various manufacturers of steel listed in the directive, 
requesting them or directing them, rather, to provide steel for the 
General Motors Corp. 

One letter is dated March 14, 1951, entitled “Directive No. 539,” 
and is directed to the United States Steel Co., Pittsburgh, Pa., and 
it directs them to ship to the Ladish Co., at Cudahy, Wis., certain 
—— orders, in order to re with the provisions of the Defense 

roduction Act, and it is noted on the letter that a copy is to go to 
the Ladish Co., and there is also a series of other similar letters to 
Bethlehem Steel, Republic Steel, and so forth. 
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The Cuarrman. Is this Mr. Rankin, the Chief in the Iron and Steel 
Division, associated or connected with any steel companies ! 

Mr. Knicur. Well, I think so. I think he is with Republic, if I 
remember right. 

Mr. Gotpsretn. He is affiliated with Republic Steel Corp. as assist- 
ant manager of their sales division. 

Mr. Keatrna. Is he on a salary? 

Mr. Goupsrern. He is a W. O. C. man. 

Mr. Keatina. W. O. C.? 

Mr. Gorpstern. “Without compensation.” 

Mr. Witson. How many such men do you have in your department ? 

Mr. Knieut. How many—lI am sorry. 

Mr. Wirson. How many such men ‘do you have, such dollar-a-year 
men, we used to call them ? 

Mr. Knicut. With us—well, in NPA, I think that in our depart- 
ment the only man that we have is Mr. Stone. 

Mr. Wirson. And who is he with? 

Mr. Knient. Well, I think he is from some firm in New York. He 
has recently come to us. You see, we have been recognized a little 
down there. 

Mr. Kearine. A little—oh [laughter }. 

Mr. Knicur. And he came over in this new Division the first of the 
month. I just do not know what company he had come from, but I 
think he is one of these dollar-a-year men, although I cannot say. 

Mr. Witson. According to this instrument I have, orders were 
placed as far back as 9 months ago, so that there would seem to be 
quite a bit of delay in these Government agencies, about getting started. 
Is that the way you look at it? 

Mr. Knient. Well, there is certainly plenty of delay, I will agree 
with you on that. 

The Cuarrman. In connection with the affiliation of Mr. Rankin of 
the Iron and Steel Division of the NPA, and also with his being 
assistant manager of the sales division of Republic Steel, I want to 
direct the subcommittee’s attention to an article in the Wall Street 
Journal of recent date, and also to an article in the Washington Post. 
These articles are concerned with a loan arrangement, whereby Gen- 
eral Motors is about to loan to Republic Steel $40 million out of a 
total of $250 million that Republic Steel plans to use for expansion. 

The excerpt from the Wall Street Journal and the article from the 
Washington Post will be placed in the record together. 

(The articles referred to are as follows :) 


{From the Washington Post, Friday, May 18, 1951] 
G. M. Enters Barter BANKING, LENDS CASH FOR CALL ON STEEL 
By J. A. Livingston 


General Motors Corp., already in the business of manufacturing automobiles, 
refrigerators, Diesel-electric locomotives, ball bearings, automobile batteries, 
ignition systems, etc., is now in investment banking. 

Banking is not new to General Motors. Its wholly owned subsidiary, Gen- 
eral Motors Acceptance Corp., is the largest installment finance company in the 
United States. It retails credit to the ultimate consumer—the purchaser of 
Chevrolets, Frigidaires,*and so on. 

General Motors’s new banking operation is different. It’s lending to a seller, 
not a buyer. 
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General Motors is lending $40 million to Republic Steel Corp., and $28 million 
to Jones & Laughlin Steel Corp. at 3 percent to aid, them in financing an 
expansion program. In return, General Motors gets a call—at going market 
prices—on the steel produced in the new plants. It’s barter banking. 

The Jones & Laughlin loan matures in 15 years. But the Republic loan has 
no fixed date for the payoff. Its repayment—both as to interest and principal— 
is contingent on how much steel General Motors buys. If General Motors buys 
no steel from Republic, then Republic is not obligated to make a payment. How- 
ever, interest accumulates. 

Thus, in poor years, Republic’s payments to General Motors, both on account 
of interest and principal, will drop. Or, to put it in reverse, the more steel Gen- 
eral Motors buys from Republic, the quicker the loan gets repaid. To Republic, 
the loan is similar to preferred stock, on which earnings determine dividends 
and retirement. 3 

Once the Republic loan is paid off, the steel company is a free agent to sell to 
any purchaser it pleases. In the case of Jones & Laughlin, General Motors’ call 
on steel can extend beyond the date of repayment of the loan—depending on 
how much steel Jones & Laughlin ships to General Motors. Payments by Jones 
& Laughlin, incidentally, are related to sales, too, with a ceiling of $325,000 in 
any month. 

The deal’s a natural. Autos and steel are brother-and-sister industries—like 
steel and coal. Steel companies own coal mines. Many magazine and newspaper 
publishers have investments in pulp and paper companies. Ford Motor Co. owns 
a steel mill. Many drug and grocery wholesalers help finance retailers—even to 
the point of making term loans for fixtures. So the financing is not unique. 

The tit-for-tat is obvious. If steel should continue tight in the years ahead, 
General Motors would have a great advantage over competitors. And if steel 
should be in ample supply, Republic and Jones & Laughlin would be in a pre- 
ferred position in relation to General Motors, a big consumer. Naturally, Gen- 
eral Motors would prefer to buy from a debtor. 

The loans are beyond criticism in this important sense: Since America needs 
steel, they contribute to national defense. And of course, a company with a 
defense priority would take precedence in delivery over General Motors. « 

Nevertheless, loans from one corporation to another could be abused. They 
might become a source of inflation—a way to evade voluntary credit restrictions 
which commercial bankers, investment bankers and insurance companies are 
trying to apply. During the 1929 stock market boom, corporations lent excess 
funds in the call money market at a time when the Federal Reserve was trying 
to reduce stock market lending. 


Repusiic Street PLans $250,000,000 Expansion; GENERAL Motors To LeND 
$40,000,000 


(Special to the Wall Street Journal) 


FLEMINGTON, N. J.—Republic Steel Corp. has blueprinted 5-year capital ex- 
penditures for plant expansions and improvements that will cost $250,000,000, 
T. M. Girdler, chairman, told the annual meeting here. 

He disclosed also that Republic has entered into an agreement with General 
Motors Corp. under which the latter will advance from time to time up to 
$40,000,000 to be used by Republic toward defraying the cost of its current 
expansion program in the Cleveland district. This is part of the 5-year program. 

It is the first time the agreement has been publicized. Previously it was 
assumed the Cleveland expansions were to be financed by a recent $60,000,000 
loan from the Equitable Life Assurance Society of America and the Metropolitan 
Life Insurance Co. Proceeds from this loan, however, are to be used for other 
phases of the program. 

The agreement with General Motors, Mr. Girdler said, does not specify any 
maturity date for repayment of the money. “Such amounts plus 3 percent 
interest annually will be repaid by Republic at specified amounts per ton of steel 
products sold and delivered under the agreement,” the chairman explained. 

Under this pact with General Motors the steel in repayment of money borrowed 
will be delivered to the automobile company. Republig Steel has for years béen 
a large supplier of steel to the auto maker. 

Mr. Girdler indicated additonal funds for the expansion program will be 
obtained from earnings. 
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He stated that by 1953 the company’s steel-making capacity will be boosted 
by 1,174,000 tons to more than 10,000,000 tons. The major part of this increase 
is represented by new facilities in Cleveland. 

Discussing the part Republic is playing in the defense effort, he said the direct 
and the contributing programs “are taking more than 50 percent of Republic’s 
total production.” 

He predicted that despite increased capacity for the industry generally, “steel 
shortages for civilian goods will probably still exist through the end of this year 
and into 1952.” 

Reiterating that net earnings for the March quarter were equal to $2.01 a 
common share, compared with $2.75 a year ago in the face of an increase of 
36 percent in profits before taxes, Mr. Girdler said operations for that period 
were at the rate of 101.9 percent and that “our rate for the year may well be in 
the neighborhood of 100 percent of capacity.” 

He added: “It is quite likely this will be Republic’s first billion dollar year. 
But the effect of increased taxes is clearly shown in the first quarter report. 
There is also always the possibility of further profit reductions due to increases 
in the prices of materials and facilities and further increases in taxes.” 

Mr. Gotpstety. Now, let me see if I can get the entire picture now. 

As the result of a study and conferences your Division deemed it 
necessary to the locomotive business to provide certain interim relief 
for them, so that they would be able to maintain production of loco- 
motives and any spare parts for our railroads? 

Mr. Knieur. That is right, yes. 

Mr. Gotpstern. And as the result of that decision you filed requests 
or applications for interim relief in the form of defense orders. They 
were submitted by your office to the Iron and Steel Division, and on 
up to Mr. Groce ? 

Mr. Knieur. Yes. 

Mr. Goxpsre1n. But you never received back any of the original 
documents ¢ 

Mr. Kniaur. No. 

Mr. Gotpsrern. But you received back a document which spoke in 
terms of certain tonnages of steel that were identical to yours, except 
it required a directive to them to supply the steel, as distinguished 
from a hunting license ? 

Mr. Kwnienr. That is right. 

Mr. Gotpsrern. And that was brought back to you for your signa- 
ture? 

Mr. Knicur. That is right. 

Mr. Gotpsrern. And the other four applications were lost ? 

Mr. Knicur. That is right. 

Mr. Gorpsrern. And the subsequent second series of applications 
was similarly lost in channels above ¢ 

Mr. Knicur. That is right. 

Mr. Gotpstern. Well now, I do not wish to get into too sensitive 
a matter, as to the intention of NPA with reference to the allocation 
of steel, but I would like to ask you a hypothetical question. 

We note in the papers of recent days that there have been changes 
in allocation of steel to the Ford Motor Co., for instance, where they 
will have to lay off 10,000 men for a period of time. 

Now, if we assume a similar order that would affect the locomotive 
people, even if your lost applications were found and subsequently 
approved, would the locomotive builders be given any retroactive 
relief? 

Mr. Kwnieur. No, sir. 
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Mr. Gotpsrern. So they have suffered irreparable damage, and our 
defense effort has suffered irreparable damage, is that correct? 

Mr. Knicut. I would say so. May I explain that where you plan a 
month’s production of steel, where that month’s production of steel 
is planned, it cannot be changed after the 15th of the preceding month, 
as all schedules must clear our office by the 15th. 

We have had cases like that which came up and the only thing we 
could do is to hold the material over until the next month, in order to 
get it into the program. 

Mr. Goxtpstetn. Now, in the course of your attempts to find out 
what happened to the four applications for interim relief that on two 
occasions were lost, did you have an occasion on April 5 to send a mem- 
orandum to Mr. McCoy? 

Mr. Knicur. Yes. 

Mr. Gotpstern. And this Mr. McCoy is Horace B. McCoy, is he not? 

Mr. Knieurt. Yes. 

Mr. Gotpstern. That memorandum shows that a copy was to go 
to Mr. Cole, Melvin W. Cole, Director of the Iron and Steel Division? 

Mr. Knicur. Yes. 

Mr. Goxpstern. I show you this carbon copy and ask you if that is 
or copy you submitted to Mr. McCoy, with a copy to 

r. Cole. 

Mr. Kntenr. It is; that is right. 

Mr. Gotpstetn. Mr. Chairman, I should like to read that memoran- 
dum in its entirety in the record, in view of the importance of its 
contents, and then ask it be accepted as an exhibit. 

The Cuarrman. It may be accepted as an exhibit. 

(The exhibit referred to follows :) 


Bxuteir No. 3 
Aprit 5, 1951. 


MEMORANDUM 
To: Mr. McCoy. 
Copy to: Mr. M. W. Cole. 

This office has received several complaints regarding an alleged effort directed 
by some members of the locomotive building industry to obtain an advantage over 
others engaged in the same work. 

Citations of favoritism are advanced in specific cases which cannot be denied, 
based on evidence in this office. Neither can proper reasoning be assigned for 
the allocations of materials to some companies. 

Specifically we have the interim relief program now amounting to in value 
of about $60 million. Under this plan we filed copies of the allocation of some 
2,663 tons of material for General Motors Corp. only. Upon inquiry regarding 
the balance for the others, we were informed that the papers were lost. After 
a lapse of 2 weeks of search, we again placed copies for circulation through the 
respective authorities, and at this writing nothing has been done about it as 
far as this office can ascertain. 

During the month of February 1950 the General Motors’ output of locomotives 
was the highest in history, while the one plant of General Electric laid off over 
400 men, due to material shortages. 

Upon our application for relief for General Electric we were turned down by 
the plate section of the steel division. 

From the above, it is certain that the act creating NPA, will seriously be inter- 
fered with, or it might be entirely circumvented, through pressure being placed 
upon the organization by those whom would try to escape some of the provisions 
in the act. 

It therefore appears imperative that some declarations of principle be initiated 
at once, in order to improve morale and assure support of those who are charged 
with the duty of carrying out the NPA regulations. 
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Evidence in support of the foregoing statements can be produced if deemed 
necessary. 

Mr. Gotpstern. Now, sir, will you tell me whether you received a 
reply to that memorandum ¢ 

Mtr. Knienur. No. I never saw a reply to it. 

Mr. Keatine. You received no reply, either written or oral? 

Mr. Knicurt. I never did. The Director may have something, but 
I never had anything. Of course, the Director signed it. 

Mr. Keatine. Perhaps that memorandum was lost, too. Was it 
prepared by you? 

Mr. Knicur. It was prepared by me for the Director’s signature. 

Mr. Keatine. The Director signed it? , 

Mr. Kwnicur. The Director signs all the letters going to higher 


authority. 

Mr. _ What is the name of the Director, again? 

Mr. Knieur. Robert L. Glenn. 

Mr. Keatine. Do you know whether he received any communication 
in reply? 

Mr. Knicur. I do not know; no. 

Mr. Keatrna. At least, he has never mentioned one to you? 

Mr. Knicut. Never mentioned that to me. 

Mr. Gotpstern. And you are in daily contact with him and see him 
at all times? 

Mr. Knicut. Oh, yes. 

Mr. Keatina. Has the subject of this memorandum been the subject 
of conversation between you and the Director since it was sent out? 

Mr. Knicur. Once or twice we spoke about it; yes. 

Mr. Kearine. And has he expressed surprise that he has not heard 
about it ? 

Mr. Knicur. No; he did not. 

Mr. Keatinc. To whom did this memorandum go? 

Mr. Knicut. Mr. McCoy. 

Mr. Keatine. Now, who is Mr. McCoy? 

_ Mr. Knicut. Well, he was the Deputy Administrator of our Divi- 
sion. 

Mr. Keatrna. Of your entire Division? 

Mr. Knieur. Yes. 

Mr. Keatina. And, with reference to that letter of inquiry or memo- 
randum dated April 5, you have never heard one word, either “yes” 
or “no” about it since? 

Mr. Knicut. No; I have not. I have heard nothing from it. 

The Cuamrman. Do you know whether or not Baldwin Locomotive 
Works, American Locomotive Co., Fairbanks-Morse & Co., and Gen- 
eral Electric Co. have received any steel-at all for locomotives? 

Mr. Knigur. They have had no interim relief yet, to my knowledge. 

You see, we have set up now another section in NPA that handles 
this interim relief—MRO. 

You see, as our agency grows, it has to, of course, expand and spread 
out some of these various branches. 

Now, I was handling the Locomotive Division and my work got so 
broad that we could not handle the MRO, as we called it, or the interim 
relief, so another man handled it. 

- The Cuatrrman. And as far as you know to this date they have not 
received interim relief? 
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Mr. Knicut. They have done something on it. 

The CHarrMAN. They have done something ? 

Mr. Knicur. They have, recently, but I was unable to get a report 
of that before I left, but I think that later I may get it for you. 

Mr. Gowpstern. But this new relief has nothing to do with the 
original relief ? 

Mr. Knieur. No. : 

Mr. Goipsrern. That is something that is common to the entire 
industry ? 

Mr. Kwnieur. That is right. ° 

Mr. Gotpsrern. And it is not trying to make the four manufacturers 
whole again, so to speak ? 

Mr. Knigur. No. 

_ Mr. Gotpsrern. That is just simply an industry-wide policy which 
incidentally gives them, these four, some relief? 

Mr. Knicur. That is right. 

Mr. McCuttocu. Did you follow these documents through channels 
to the point where they were lost ? 

Mr. Knicur. Yes; we did. 

Mr. McCuttocn. Where were they lost ? 

Mr. Knicur. I do not know. Our contact was with the first man, 
and we have asked that office so many times that we commenced to 
get slapped down, and we just gave it up. 

Mr. McCuniocu. That was on the original document, first ? 

Mr. Knicur. That is right. 

Mr. McCutiocn. There was a first series of documents that was 
lost or misplaced and then subsequently a second series which was also 
lost and about which you heard nothing ?¢ 

Mr. Knieur. That is right. 

Mr. McCutiocn. Is there any doqiment or anything else which 
would indicate where it finally lodged or was lost ? 

Mr. Knicur. Yes; we sent the second group of papers by messenger, 
and it was handed to the man’s secretary in his office, the whole group. 

Mr. McCuttocn. And that is where they stopped ? 

Mr. Knieur. That is the last we heard of it. 

Mr. McCutiocn. What is the name of that division or department ? 

Mr. Knigur. Well, that is Mr. Sweeney, of the Steel Division. You 
see, they have specialists, and he is, I think, the forgings specialist, in 
charge of forgings. 

The Cuarrman. Did any of these remaining four locomotive-build- 
ing companies complain to you # 

Mr. Knieur. Oh, my, yes; they all complained to us. 

The Cuarrman. Tell us something about those complaints, will you? 

Mr. Knicur. Well, we had a meeting, I think on the 15th, and I 
believe that the subcommittee has the minutes of that meeting, and that 
gives a pretty good description of how short they were of materials. 

The Cuatrman. The 15th of April? 

Mr. Knieut. Of March. I think you already have it in the record 
there. 

Mr. Stevens. March 13, to be correct ? ; 

Mr. Knieur. I think so—well, I think either the 15th or the 18th. 

The Cuarrman. Will you tell us, in your own language, your own 
way, about those complaints 4 

Mr. Knicur. Well, there was a great discussion during that meet- 
ing, in connection with what they would want. In other words, Gen- 
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eral Electric’s general manager wanted to have a lump-sum interim 
relief in dollars. I think his company, for instance, needed about 
$5 million or $6 million, and he wanted that allocated in dollars so 
he could draw on this bank for his interim relief, regardless of what 
branch it might hit. In other words, it would be regardless of whether 
it would be for steel, copper, alumitum, or other nonferrous metals. 

Well, that did not seem to harmoigize with us because we wanted to 
keep it in the channels, because NPA is set up in channels. That is, 
we have the Steel Division, we have the Copper Division, the Alu- 
minum Division, and we have the Tin and other nonferrous metals. 
Anyhow, his requirements were well up in the millions. 

I remember that the GMC crowd wanted somie $23,500,000. Ameri- 
can Locomotive Co. wanted, if I remember right, between $12 million 
and $15 million, in dollars. 

I am stating that for the reason of emphasizing how far back they 
were at that time on their material supplies. 

The Crarrman. Were there any other subsequent complaints from 
the four companies ¢ ; 

Mr. Knicur. Oh, yes. We had complaints from the railroads about 
their interim relief. For instance, the Pensylvania Railroad asked 
us for $22,500,000 increase in the MRO. 

The Cuarrman. Was that for locomotives ? 

Mr. Kwnicur. That is for locomotives and cars, and everything. 

The Cuairrman. Who was to build their locomotives? 

Mr. Knienr. Well, Baldwin; the Electro-Motive Division of Gen- 
eral Motors were to build the Diesels. 

The Cuarrman. Did any other railroads complain ? 

Mr. Kwnigur. Yes, we had a complaint from the Chesapeake & 
Ohio—their’s was for $32 million. 

The CuarrMan. Who is to build their locomotives ? 

Mr. Knicur. Generally, Baldwin. But the total back MRO’s and 
interim relief reached $107 million. 

The Cuarman. What did you tell them when they made their 
complaints—that the applications were lost ? 

Mr. Knieur. No, we would take up individual cases—if I may 
explain that, Mr. Chairman. 

The Cuarman. Yes. 

Mr. Knicur. We felt that we were not getting on as fast as we 
should, so we kept suggesting up to the higher authority, we kept 
pushing these requests in and finally the higher authority telephoned 
my man, who has charge of that section, that he could not do any 
more and we said, “Well, where is your next authority ?” 

So, he gave us that and we went to that man, 

The Cuamman. Identify this higher authority that you mean. 

Mr. Knienr. Well, that is Mr. McCoy’s office. Then, we went from 
Mr. McCoy’s office to Mr. Groce’s office. 

I talked with Mr. Groce’s office and endeavored to talk with Mr. 
Bodine; I told Mr. Bodine’s office that we had reached $107 million 
in deferred maintenance and lack of supplies, and it was getting too 
hot for me, “I don’t want to take the responsibility.” 

I did not talk with Mr. Bodine, but I did talk with another man 
there, with the result that the next day they formed a committee and 
started to release these authorities to the railroads; first to the rail- 
roads, and then they set up a plan, which I do not have right now, 
for taking care of the interim relief. This is very recent. 
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The Carman. Has this interim relief you have just mentioned 
—_ to do with the original relief requested ? 

. Knicur. No. Let me explain. 

We have two set-ups. I think it is confusing to you, and I know 
it was confusing to me when I first came to NPA. 

You have O, which is maintenance, repairs, and operation. 

Now, you can use a certain DO for that. It is called DO-97. You 
have authority to use that. 

But, under the set-up of NPA, you cannot without special authority 
exceed what you bought the previous quarter in the previous year, the 
comparable quarter. 

In other words, if you take a current example, if Pennsylvania Rail- 
road spent $50 million last year, with $750,000 in the third quarter, 
they could not get additiona authority unless they came to us. They 
could go as high as $750,000. 

Mr. Keating. That is dollar authority ? 

Mr. Knient. In dollars. ’ 

Mr. Keatine. Which, of course, means less tonnage today. 

Mr. Knicur. Yes, sir. 

Mr. Goipstern. But actually, the relief that was requested—the 
interim relief that was lost, that is still lost—has never been granted ? 

Mr. Knicut. That is right. I was simply trying to bring out the 
difference. 

The Cuarrman. And General Motors still has this decided advan- 
tage over the others? 

r. Knieut. That is right. I was simply trying to show the dif- 
ference between MRO and interim relief. 


Now, the MRO is mg check on the railroads’ demand for mate- 


rials. Now, we know. e examined the annual report of the Penn- 
sylvania Railroad and we find that in 1949 there was some deferred 
maintenance which would have to be made up. Therefore, we could 
see from their application that the $22,500,000 was justified. 

Mr. Gotpstetn. Colonel Knight, among the papers you supplied the 
subcommittee was an office copy of one of the exhibits already dis- 
cussed, which is the directive signed by Mr. Cole and Mr. Rankin. 

Now, if the chairman would permit, I would also like to have in 
the record the attachments to that form, which consists of the letters 
to the various steel companies, directing them to provide the steel. 

The Cuarrman. Admitted. 

(The documents referred to are as follows:) 


ExurieiT No. 4 


INTERIM RELIEF GRANTED TO ELECTROMOTIVDE DIVISION OF 
GENERAL MOTORS, MARCH 14, 1951 


UNITED STATES DEPARTMENT OF COMMERCE 
NATIONAL PRODUCTION AUTHORITY 


A. Initiating division: Transportation equipment division. 
B. Reference: Regulation 2, section 101. 
C. Type of action: Directives No. 539 through No. 552. 


Recommendation for priority or allocation action 

D. Explanation and justification of proposed action: The electromotive divi- 
sion of General Motors, builders of Diesel engines are faced with delivery of 
locomotives to railroads during the first half of 1951 on orders placed as far 
back as 9 months ago. The delay in obtaining approval of the locomotive pro- 
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gram has resulted in a critical steel shortage which will shortly cause them to 
reduce committed production anil consequently lose valuable skilled workers 
that will be difficult to replace. 

It is recognized that the present ownership of locomotives is inadequate to 
meet the needs of the defense program and must be augmented during the first 
6 months of this year. This can be accomplished only if the materials requested 
in this recommendation are made available on an interim basis pending the 
effectiveness of the locomotive program, which starts with the month of May. 

Letters covering directive action to each of these companies for the stated 
quantities are attached, which includes: 

Total tonnage 
United States Steel Co 
Bethlehem Steel Co 
Republic Steel Corp 
Inland Steel Co 
Ohio River Steel Co 
Wisconsin steel division, International Harvester Co 
Youngstown Sheet & Tube Co 


Signature of initiating official: Robert L. Glenn. Title: Director, Transporta- 
tion Equipment Division. 
B. Concurrences : 
Melvin W. Cole. Title: Director, Iron and Steel Division. Date: March 
14, 1951. 
Henry P. Rankin, Jr. Title: Chief, Bars and Semifinished Section, Iron 
and Steel Division. Date: March 14, 1951. 


Directive No. 539 
MakcH 14, 1951. 
Uwirep States Co. 
Koppers Building, Pittsburgh, Pa. 

GENTLEMEN : You are hereby directed to ship to Ladish Co., Cudahy, Wis., their 
orders SF 6145, 70 tons 14-inch RCS, 1020: SF 6144, 84 tons 12-inch RCS, 1020, 
and Sf 6147, 50 tons 9-inch RCS, 1945, during the month of April, 1951. 

In case of inability to comply with this directive for any reason, communicate 
immediately with the Iron and Steel Division, National Production Authority, 
Washington, D. C., stating the reason or reasons therefor. 

This action is taken pursuant to section 11.16, regulation 2, of this Authority, 
and section 101, Public Law 774, Eighty-first Congress (Defense Production Act 
of 1950). 


2 CC-NPA files. 

2 CC-Walter Groce. 

1 CC—-Manly Fleischmann. 

1 © Ladish Co. 

Clearance issuance, March 16, 1951. 


NATIONAL PRODUCTION AUTHORITY. 


DIReEcTIvVE No. 540 
Marcu 13, 1951. 
Unirep States Steer Co., 
Koppers Building, Pittsburgh, Pa. 

GENTLEMEN: You are hereby directed to ship the Canton Drop Forge Co., 
Canton, Ohio, their order 55781, 57 tons 113g by 24% inches, 1020, and 57 tons 12 by 
2% inches, 1020, during the month of April 1951. 

In case of inability to comply with this directive for any reason, communicate 
immediately with the Iron and Steel Division, National Production Authority, 
Washington, D. C., stating the reason or reasons therefor. 

This action is taken pursuant to section 11.16, regulation 2, of this authority, 
o— 101, Public Law 774, Eighty-first Congress (Defense Production Act 
0: : 


2 CC-NPA files. 

2 CC—Walter Groce. 

1 CC-Manly Fleischmann. 

1 CC-Canton Drop Forge Co. 
Cleared issuance: March 16, 1951. 


NATIONAL PropucTION AUTHORITY. 
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DrrReEcTIvE No. 541 
Marcu 13, 1951, 


Unirep States STEEt Co., 
Koppers Building, Pittsburgh, Pa. 

GENTLEMEN: You are hereby directed to ship the Standard Forge Co., Chicago, 
Ill., their order X307-16, 46 tons 44% inches RCS, 1020, during the month of 
April 1951. 

In case of inability to comply with this directive for any reason, communicate 
immediately with the Iron and Steel Division, National Production Authority, 
Washington, D. C., stating the reason or reasons therefor. 

This action is taken pursuant to section 11.16, regulation 2, of this authority, 
a a a 101, Public Law 774, Eighty-first Congress (Defense Production Act 
o ‘ 


2 CC-NPA files. 

2 CC—Walter Groce. 

1 CC-Manly Fleischmann. 

1 CC-Standard Forge Co. 

Cleared issuance: March 16, 1951. 


NATIONAL PRODUCTION AUTHORITY. 


DrIREcTIvE No. 542 
Marca 13, 1951. 
BETHLEHEM STEEL Co., 
Bethlehem, Pa. 

GENTLEMEN: You are hereby directed to ship the Canton Forge Co., Canton, 
Ohio, their orders 55783, 100 tons of 8-RCS, 1050 and 55784, 200 tons of 4-inch 
RCS, 1020, during the month of April 1951. 

In case of inability to comply with this directive for any reason, communicate 
immediately with the Iron and Steel Division, National Production Authority, 
Washington, D. C., stating the reason or reasons therefor. 

This action is taken pursuant to section 11.16, regulation 2, of this authority, 
and section 101, Public Law 774, Eighty-first Congress (Defense Production Act 
of 1950). 

NATIONAL PRODUCTION AUTHORITY. 

2 CC-NPA files. 

2 CC—Walter Groce. 

1 CC-Manly Fleischmann. 

1 CC-Canton Forge Co. 

Cleared issuance: March 16, 1951. 


Directive No. 543 
Marcu 14, 1951. 
REPUBLIO STEEL Co., 
Republic Building, Cleveland, Ohio 

GENTLEMEN :You are hereby directed to ship to Ladish Co., Cudahy, Wis., their 
order SF 6141, 306 tons 9-inch RCS 1035, during the month of April, 1951. 

In case of inability to comply with this directive for any reason, communicate 
immediately with the Iron and Steel Division, National Production Authority, 
Washington, D. C., stating the reason or reasons therefor. 

This netion is taken pursuant to section 11.16, regulation 2, of this authority, 
and section 101, Public Law 774, Eighty-first Congress (Defense Production Act 
of 1950). 
' NATIONAL PRODUCTION AUTHORITY. 

CC_-NPA files. 

CC-—Walter Groce. 

1 CC-—Manly Fleischmann. 
1 CC—Ladish Co, 
Cleared issuance: March 16, 1951. 
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DIRECTIVE No. 544 
z Marcu 14, 1951. 
INLAND STEEL Co., 
58 South Dearborn Street, Chicago, Ill. 
GENTLEMEN: You are hereby directed to ship Standard Forge, Chicago, LIL, 
their orders X307-17, 52 tons of 3-inch RCS, 1018 and X307-18, 110 tons of 5-inch 
RCS, 1620, during the month of April 1951. 


DirecTIVE No. 545 
Marcu 14, 1951. 
INLAND STEEL Co. 
88 South Dearborn Street, Chicago, Ill. 
GENTLEMEN : You are hereby directed to ship the Américan Forge Co., Chicago, 
Ill., their order AFG 29886, 15 tons, 5-inch RCS 1018, during the month of April 
1951. 


Directive No. 546 
Marcu 13, 1951. 
Ouro River STEEL Co., 
Toronto, Ohio. 
GENTLEMEN: You are hereby directed to ship the Canton Forge Co., Canton, 
Ohio, their order 55782, 1,225 tons 9-inch RCS, 1020, during the month of April 
1951. 


. 


DIRECTIVE No. 547 


Marcu 14, 1951. 
WISCONSIN STEEL DIVISION, 
International Harvester Co. 
180 North Michigan Avenue, Chicago, Ill. 
GENTLEMEN: You are hereby directed to ship Indianapolis Drop Forge, In- 
dianapolis, Ind., their orders P. O. 4838, 70 tons 2-inch RCS, 1141, and P. O, 4834, 
32 tons 2-inch RCS, 1018 during the month of April 1951. 


DIRECTIVE No, 548 
Marcu 14, 1951. 
WISCONSIN Steer Division 
INTERNATIONAL HARVESTER Co. 
180 North Michigan Avenue, Chicago, IU. 
GENTLEMEN : You are hereby directed to ship to Ladish Co., Cudahy, Wis., their 
orders SF 6142, 7 tons 2%-inch RCS 1020, during the month of April 1951. 


DrReEcTIvVE No.-549 
Marcu 14, 1951. 
WISCONSIN STEEL DrvisION, 
INTERNATIONAL HARVESTER Co., 
Chicago, JI. 
GENTLEMEN : you are hereby directed to ship DeTray Forge Co., West Chicago, 
Ill, their order 486, 40 tons 2-inch RD. 1020 during the month of April 1951. 


DIRECTIVE No. 550 
Marcu 14, 1951. 
WISCONSIN STEEL D1IvisIon, 
INTERNATIONAL HARVESTER CO., 
Chicago, Ill. 
GENTLEMEN: You are hereby directed to ship Kropp Forge Co., Chicago, IIL, 
their order S-3528, 50 tons 2%4-inch RCS, 1020, during the month of April 1951. 
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DrrecrTive No. 551 , 
Marcu 14, 1951. 


Unirep STaTes STEEL Co., 
Pittsburgh, Pa. 
GENTLEMEN : You are hereby directed to ship the Interstate, Milwaukee, Wis., 
their order 14663, 12 tons 4-inch RCS 1018, during the month of April 1951. 


Directive No. 552 
Marcu 14, 1951. 


YOuNGSTOWN SHEET & TUBE Co., 
Youngstown, Ohio 


GENTLEMEN : You are hereby directed to ship Drop Dies, Cleveland, Ohio, their 
order A-5779, 40 tons 1%-inch RD, 1020, and A-5780, 40 tons, 15-inch to %-inch 


Rd. 1020, during the month of April 1951. 


Mr. Gotpstern. I would also like to point out, Mr. Chairman, that 
on May 16 you wrote to Mr. Fleischmann of the National Production 
Authority. I have the letter here, in which you requested information 
on this situation. 

Now, the letter which I have previously referred to for the record 
shows that two copies were sent, the original copy to Mr. Fleischmann 
and a carbon copy to Mr. Groce, so that information concerning that 
matter should be in Mr. Fleischmann’s office. 

The Cuarrman. Of course, in fairness to Mr. Fleischmann, the let- 
ter I wrote was dated May 16, and was sent out only last Wednesday. 

Mr. Gotpsrern. That is right. 

The Cuatrman, I will read it into the record: 

Deark Mr. FLEISCHMANN: In connection with our study of the effect of the 
mobilization program on the concentration of economic power, I should like to 
obtain information regarding applications for interim relief on behalf of the 
Electro-Motive Division of General Motors, Baldwin Locomotive Works, Ameri- 
can Locomotive Co., Fairbanks, Morse & Co., and General Electric Co., which 
applications originated in the Railroad Equipment Division of the National 
Production Authority in March of 1951, and which presumably were forwarded 


to the Iron and Steel Division. 
I should also like to obtain at your earliest convenience copies of such applica- 


tions for interim relief, together with a statement disclosing in full the disposi- 
tion which has been made of each such application. 


Mr. Witson. Mr. Chairman, a question. 

The Cuarrman. Very well. 

Mr. Wison. Do I understand that the effect of this refusal tended to 
deplete the inventory of our parts and maintenance part of all of these 
railroads. Is that right? 

Mr. Knieut. Of the builders. 

Mr. Wixson. Of the builders? 

Mr. Knicur. That is right. 

Mr. Wizson. And it could and would, if continued very long, affect 
the operation of the railroads all over this country; is that right ? 

Mr. Knicur. That is right. Well, we were more concerned with 
interim relief for the builders. The General Electric Co. laid off 
400 men in their Erie works, due principally to the fact we could not 
get steel or other supplies to them. 

Mr. Wuson. They laid off all of the skilled mechanics and highly 
trained artisans? 

Mr. Knigur. That is right. 
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Mr. Wuson. Do you know who is responsible for this situation ? 

Mr. Knieur. No, sir; I donot. You see, after the recommendation 
leaves us, it has to go before another committee in DPA, that parcels 
out the allotment of materials, you see. 

Mr. Wurson. Well, these requests are based upon what the builders 
ordered themselves ? 

Mr. Knicur. That is right. 

Mr. Wuson. Or told you that they had to have? 

Mr. Knieur. They made the request, and our job is to screen the 

uest. We screened all of these requests for materials. 
n fact, we have a very comprehensive system of checking. We not 
only check the specifications and the engineering characteristics of the 
uipment, but we also, through other divisions, make comparisons 
with what materials have been used in previous years by these com- 
panies. So, we have a very comprehensive system of checking that. 

Mr. Wison. Who is the head of this whole division, who is in 
charge of all of it ? 

Mr. Knieut. Well, Mr. Charles E. Wilson is the head. 

Mr. Wrison. Yes; I understand that; but I mean in the lower 
echelon. 

Mr. Knieut. Mr. Manly Fleischmann is the head of the NPA. 

Mr. Wiusson. Of all of these divisions? 

Mr. Knieur. Of all of these divisions of the NPA. Then, of course, 
you have DPA. DPA, of course, has the final allocation of the 
material. 

Now, we are given a bank of so many tons of this, that, and the 
other thing, but the DPA, the Defense Production Authority—Mr. 
Wampler, the head of that committee, is the fellow that says what is 
to be had. 

Mr. Wirson. In other words, you could not go to Mr. Fleischmann 
and tell him what happened, to tell him it was lost by somebody; you 
had to go up to Mr. McCoy. 

Mr. Knieur. That is right. 

Mr. Keatrne. Well, Mr. McCoy is pretty high.. What is his 
relationship to Flieschmann ? 

Mr. Knieut. McCoy? McCoy at that time was Deputy Adminis- 
trator. 

Mr. Keattne. Deputy to Fleischmann ? 

Mr. Kniocur. That is right. 

Mr. Keatinea. And he is the one who was put on notice on the 5th 
day of April of the fact that you believed there was something rotten 
in Denmark in the allocation and the comparative treatment between 
these companies; is that not correct? 

Mr. Knieurt. That is right; that memorandum supports it. 

Mr. Kerartine. And nothing has been heard from it? 

Mr. Knicur. That is right. We are having a very difficult time in 
our organization. We are wondering 

Mr. Keatine. Now, I appreciate your difficulties, and I also ap- 
preciate your military background and your natural loyalty to your 
superiors. 

But it is a fact, is it not, that if your director had failed or refused 
to concur in the directive issued to General Motors, it would not be 
outstanding, if his signature was not attached to it; would it? 

Mr. Knieurt. No, that is right; it would not be outstanding, no. 








30 STUDY OF MONOPOLY POWER 


Mr. Keatrnea. And if he had said, “I will not sign this until I know 
what is happening to the other four companies,” then General Motors 
would not today have this directive, this advantage ! 

Mr. Knieur. That is right. 

Mr. Keating. Now, I also appreciate your previous statement to 
the effect that that was the normal way to operate. Let me ask you 
this: 

If a similar situation were presented today with reference to five 
companies and if you sent out a paper like you did send out and you 
got a directive back relating the one company and it was sent to your 
director for concurrence and signing, would you today recommend 
that he sign it or would you suggest that he first find out what has 
happened in the case of the other four companies ¢ 

r. Knicut. Well, I think, sir, that I would do exactly as we did 
before, for this reason, that there is a great deal of delay in the pro- 
cessing through NPA, and when we get something that is all ready 
to go through into a directive, why we never want to hold it up, be- 
cause many times there is an industry that is eagerly awaiting that 
material. 

Mr. Keatrne. So you think that the issuance of this directive to 
General Motors, 1 out of 5 companies’ requests—today you would con- 
sider that proper ? 

Mr. Knieut. I am beginning to see what your point is. 

Now, our office is not the authority that says, “Yes, you can have 
the steel.” We make the recommendation and when the fellow sends 
it back to us and says, “He can have it, all we need is your signature,” 
why, yes, we would do exactly the same thing. 

Mr. Keatine. And you would not, knowing at the time that there 
were other requests by four other companies for the same item, you 
would not defer signing that until you had some knowledge about 
what was happening to those other four requests ? 

Mr. Knicur. I think we would do the same thing. In our office, 
you understand, we are not the authority on steel. When the Steel 

ivision sends. us a GA-3, or a directive, as we call it, for our signa- 
joni that simply completes the fact that the authorization has been 
made. 

Mr. Keratine. You will agree with me, would you not, that there 
ought to be some place where somebody would call a stop to such a 
transaction—in other words, there should be some place in the hier- 
archy where some responsible person should know what is happening 
to the four other applications before he signed any single one of them ? 
Is my question clear? Is there some place where that should be done? 

Mr. Knicutr. Yes; I understand. We do not feel that our office has 
the authority to question the other divisions. 

In other words, if Copper, Aluminum, or Steel, say that, “We have 
set this aside and all that we need is your signature on here,” we cer- 
tainly would sign. Our job concerns specifications and the engineer- 
ing. We are not saying, “You can have this steel,” or copper or 
aluminum. 

Mr. Kearine. Well, they say that, and then they send it to you for 
your concurrence ¢ 

Mr. Knieut. That is it. 

Mr. Keatinc. Why, then, do they ask for your concurrence? 
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Mr. Knicut. Because then they have had the chain of authority 
clear through. In other words, they have our signature, which they 
leave on the top, as the originating agency. There is the originating 
office, and then the concurring oflices. Now, you could not put on 
the concurring offices without the originating signature up here. 

Mr. Keatine. Is there any place in the NPA where someone has 
the authority of determining the relative merits of five different appli- 
‘ations received—someone who reaches the conclusion that A rather 
than B, C, D, and E shall receive a directive ¢ 

Mr. Knicur. No. If they turn one down, they should turn all 
down. 

Mr. Keating. In that, I quite agree with you; and if they grant 
one, they should grant all? 

Mr. Knicur. That is right. 

Mr. Keatinc. Barring some special circumstances relating to, for 
instance, irresponsible manufacturers or something of that kind, but 
in the absence of such special circumstances, they should all be granted 
or not granted, on an equal basis. 

Mr. Knieurt. That is right. 

Mr. Keatinc. You and I are in complete accord there. 

Mr. Knicur. That is right. 

Mr. Keatinc. Now, coming back to my questions to you. Is there 
a point in NPA where there is a responsibility for determining what 
is a mutually fair basis? 

Mr. Knicur. Yes. 

Mr. Keatine. And where is that point? 

Mr. Knicur. Well, each division—now, let us take a concrete case. 

Here are five applications, as in this case. Now, who says, “Yes; 
you can have steel”? It is the Steel Division that says that. They 
rule on whether or not these five companies can have the steel. Our 
office does not. We are the engineering people. 

Mr. Keating. All right. 

Mr. Knienr. We screen specifications and materials and the engi- 
neering set-up. But, when the material goes out, the Steel Division, 
or the Copper Division, or the Aluminum Division are the authority 
to say whether they shall have it or not. 

Now, if they say that this one company shall have it and they fail 
to say that the other four can have it, then it is not in our province 
to interfere with that decision. 

Mr. Kearrnc. Is it within your province to question why ? 

Mr. Knient. Yes; and we did. 

Mr. Kearine. You did, in this case? 

Mr. Knieur. Yes, indeed; I did. 

Mr. Keatina. In other words, when that directive came to you, did 
you ask someone why there were not similar directives for the other 
four? 

Mr. Knieur. Yes. 

Mr. Keatinc. Whom did you ask? 

Mr. Knigur. We asked the Steel Division. 

Mr. Keatine. And what did they say? 

Mr. Knicur. They made no answer. 

Mr. Kearrne. And you having raised the question and they having 
made no answer—did they refuse to answer? 
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Mr. Knicut. No; they claimed—the Chief of the Forgings Divi- 
sion said the papers were lost, so we sent them copies and deleted the 
General Motors Co. 

Mr. Keatine. And this all happened before you had signed the 
directive which gave this steel to General Motors | 

Mr. Knicur. No; we had signed the directive to General Motors. 

Mr. Keatine. My point is, Did you raise this question at ail before 
you signed the directive ? 

Mr. Knieur. Yes; we did. 

Mr. Keatine. With the Steel Division ? 

Mr. Knieut. We did. 

Mr. Keatine. And with whom in the Steel Division ? 

Mr. Knieut. Mr. Sweeney, in the Forgings Department. 

: Mr. ~— Mr. Sweeney; and he told you he had no answer 
or you 

r. Knieut. He did not know where the papers were. He knew 
nothing about it. 

Mr. Keatine. But, having raised the question and he having said 
he knew nothing about the papers, instead of pursuing the matter, 
you went and signed the directive? 

Mr. Knienut. We signed the directive. 

Mr. Keatine. And if you were involved in a similar situation today, 
you would do the same thing? 

Mr. Knigut. We would = the same thing today. 

You understand, we are not taking the responsibility for the Steel 
Division. They are making that decision. But, in order to have the 
directive, they must have our concurrence. 

Mr. Keatine. Did you not recognize something inherently wrong 
in that transaction ? 

Mr. Knicut. Yes; there is something wrong in it. 

Mr. Keatrne. And when you recognized that there was something 
inherently wrong, you were not prepared to stop it or put a block to it 
even if it might involve something beyond a narrow responsibility of 
your particular department ? 

Mr. Knicut. Yes. We took appropriate action, after we signed 
the General Motors directive. We took appropriate action, and I 
believe your general counsel has read our protest to the head of our 
organization. 

Mr. Keattna. Yes; that is right. 

Mr. Knicutr. We do not feel, though, that we can stop the produc- 
tion in the General Motors plant jaat lena the Baldwin Locomotive 
Co. has not got its steel. We cannot do that. We must keep the 
wheels moving. 

Mr. Keatrna. Well, I commend you for that letter of April 5, which 
was read into the record. I will not commend you on what went on 
before that. 

The Cuatrman. Colonel, you complained to the head of the Iron 
and Steel Division, who was Mr. J. E. Sweeney. Is that correct? 

Mr. Knieut. That is right. 

The Cuarmman. And Mr. Henry Rankin is in the sales division of 
Republic Steel ? ; 

Mr. Knicur. I think that is his connection; yes. 

The CHatrman. And the Republic Steel has become a debtor to 
the General Motors Co.; is that correct ? 
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Mr. Knicut. From what I heard read, I would say that is true. 

The Cuairman. And the General Motors Co. is the concern that 
obtained this preference over the other four locomotive builders? 

Mr. Knicut. I am sorry, I did not quite understand the question. 

The Cuarrman. General Motors is the concern that obtained the 
preference over the other locomotive builders? 

Mr. Knicurt. That is right. 

Mr. Keatine. I would like to followthat up. You said that Rankin 
had become a debtor ? 

The Cxuatmrman. No, that Republic Steel had become a debtor to 
General Motors. 

Mr. Keartine. In what way ? 

The Cuarrman. Because General Motors had loaned Republic Steel 
$40 million. I brought that out before. 

Mr. Keatrna. I see. 

The Cuatrman. Colonel, are you still with the NPA ? 

Mr. Knicur. Yes. 

The Cuarrman. Did you discuss "awe appearance with any of your 
colleagues or superiors in the NPA 

Mr. Knieut. Yes, I did. 

The CrarMan. They knew you were coming this morning ? 

Mr. Knieur. Yes. 

The Cuamman. Did they know the purpose of your testimony here 
today ¢ 

Mr. Knieur. Yes. 

The Cuamman. Now, I do not care to press you on this, but if you 
wish to tell us, was there any objection to your appearance ¢ 

Mr. Knicur. Yes, considerable. 

The Carman. There was objection ? 

Mr. Knicur. Oh, yes. 

The Cuamman. Would you care to indicate the nature of that 
a ig ? 

r. Knicut. No, I do not mind telling. 

Mr. Wixtson. Who made the objection, Colonel ? 

Mr. Knicur. It was not so much—well, the objection was to the 
fullness of the information I gave to the subcommittee attorney. 

The Cuarrman. Will you amplify what you mean by that? 

Bens Knieur. Well, perhaps I can dramatize the situation that took 
place. R 

The Assistant Director of DPA was in my office, in the Director’s 
office, this morning, when I was served with the subpena. 

Mr. Witson. Who ishe? Let us get the names. I think we should 
have them all down here. 

Mr. Knieur. It was Col. Alvin Barber. 

Well, he stepped into the Director’s office and I showed him the 
subpena and I said, “Now, the attorney is out there, do you want me 
to send him in? I have been served.” 

And the Director said, “You have got yourself in a hell of a mess.” 

So, immediately after that, I came out and the people left the Direc- 
tor’s oflice, and then I went in and I said, “I am due for a declaration 
of what you meant by what you said.” 

Well, in the meantime, the Deputy Administrator called us both 
down to his office, down in the lower end of our building. 
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So I asked the Deputy Administrator, “You have got to set a little 
policy here on an executive level. What is the position of a man down 
there when a House Judiciary Committee attorney calls on him for 
information he has? Is he supposed to squelch it or tell the truth?” 

I held Stone right to it and he said, “Of course, you have got to give 
it to them.” 

And I said, “If I remember, we are still living in a free country and 
those people on the Hill represent the country and if they want it, they 
ought to get it.” 

Well, it did not sit very well, so before I came up here, I tell you 
frankly, I wrote a memo to the Director asking how many weeks’ 
notice would he want,me to give him before my resignation. 

The CuatrMan. If there is any reprisal taken for your appearance, 
you will, of course, let this subcommittee know immediately. 

Mr. Knicur. Very well.* 

Mr. Keatrne. Did your Director also show a reluctance to have you 
testify; was there any difficulty ¢ ; 

Mr. Knieur. Yes; the difficulty was that somebody, they were 
afraid, might get their fingers scorched, as he put it. 

Mr. Keartne. You are at liberty to sient your Director that it is 
his name which appears on this directive giving this preference to 
General Motors. As one member of the Judiciary Committee, you 
may tell them that this has come to our attention and that if he has 
any criticism of you, you might suggest it might be appropriate for 
him to come up here. 

Mr. Witson. I suggest that we subpena the whole bunch and find 
out the truth about it—every one of them. 

The CHarrmMan. We are going to look into it very fully. 

Now, Colonel, these other applications for DO’s in favor of these 
other locomotive builders you deem proper and essential, do you not? 

Mr. Knieur. Oh, yes, indeed. 

The Cuarmman. That is, they were just as important and essential 
as the directive you received from the higher authority in favor of 
General Motors ‘ 

Mr. Knicur. That is right, they were; yes. 

The Cuamman. And you came to that conclusion after mature re- 
flection and deliberation ¢ 

Mr. Knientr. Yes; you see, we had screened all of these requests 
ourselves. . 

Now, what I mean by screening is this: We take specifications. We 
have definite statistics. We know what is going to happen over here 
and we know what is going to happen over there. In other words, we 
can screen the whole thing and know it is all right. 

Let me give you an example, Mr. Chairman. In our screening of 
some $80 million worth of locomotives, one of the divisions said that 
General Motors had told them they required so many million pounds 


of oe 
Well, our copper that we had allocated for the building of locomo- 


tives was some 30 tons. So I put my specialist on it and I said, “You 

go down to the Copper Division and check those figures.” ‘ 
Now, there was a mistake, and the mistake was this: That General 

Motors had asked for this extra copper for the component manufac- 


1Colonel Knight's subsequent correspondence on this matter appears in the Appendix, 
infra, p. 881. 
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turer and did not send us a copy, but the sum total of the copper that 
they got was exactly the same as the Copper Division had accumulated. 
Now, that is what we call screening. 

The Cuarrman. Who does this screening besides yourself? 

Mr. Knicur. Well, I have engineers there. I have a former assist- 
ant to the president of the Vanadium Corp. on my staff, and I have a 
man from the American Locomotive Co., and I have consultants from 
the Baldwin Locomotive Co. and from American and from General 
Electric, and one from the electromotive division of General Motors, 
and, finally, the whole thing screens my desk, and I have supply spe- 
cialists. Ihave a supply specialist from the Southern Raliocel Then 
I have electrical people, electrical engineers. We have quite an organ- 
ization, so that we can screen about everything that there is that comes 
in there. 

The CuHarrman. So there is nothing that you know of that would 
warrant a preference to General Motors to the exclusion of all of the 
others ? 

Mr. Knicur. No: no, indeed. 

The C#arman. You cannot conjure up any reason for that prefer- 
ence, can you ¢ 

Mr. Kwnicur. I cannot, myself; no. 

Mr. Wirson. A question, if the chairman pleases. 

The Cuarrman. Yes. 

Mr. Wiutson. Who objected in any way to your appearance here as 
a witness or to divulging all the facts? 

Mr. Knicur. Well 

Mr. Witson.I think you should be congratulated for presenting 
this matter to the attention of the committee. 

Mr. Knienrt. I do not think the Director liked it too well. In fact, 
he emphasized the fact 

Mr. Witson. Well, who is the Director? Let us get the names. 

Mr. Knienr. I have mentioned his name several times—Mr. R. L. 
Glenn. 

Mr. Wirson. All right. Who else? 

Mr. Knieur. Well, I think—well, that is the only objection I can 
think of at the moment. 

Mr. Keattne. How about Mr. Stone? 

Mr. Knicur. Mr. Stone, no. Mr. Stone said that—of course, he 
was kind of exercised about this, to think that your committee had 
subpenaed me and that the NPA was coming under the microscope. 
He said that we should give the subcommittee information—to the 
subecommittee’s attorney—but he hoped we would be judicious in what 
we said. 

Mr. Wirson. Let me ask you another thing, Colonel. Who would 
be in a position te hold up and to lose these applications in that 
Bureau ? 

Mr. Knieur. Well, going back to the original—have you a copy of 
the GA-3 there? 

Mr. Gotpster. Yes. . 

Mr. Knieur. Well, just so that the subcommittee might see, if you 
will look at the top line, there you will see the originating office. 

Mr. Wison. Transportation Equipment Division. 

Mr. Knient. That is right. 

Mr. Wirson. Now, who is in charge of that—Glenn? 
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Mr. Knicur. That is right, yes. 

Mr. Wuson. Now, what other divisions down there would be in a 
position or would come in contact with that? 

Mr. Knicut. Well, now, that is the originating signature, on the 
top. Here is the recommendation that comes out of the screening 
authority. It is going to require—well, let us take a concrete case, 
now. 

We have 250 locomotives now that have just completed the screening 
over there. All right. Now, these 250 locomotives are going to.re- 
quire 19,000 tons of steel. They are going to require 2,150,000 pounds 
of copper, or such amount. 

Now, we have screened the engineering. ‘This is the requirement. 
We have recommended this. 

All right. It goes to the Steel Division. Mind you, we have only 
recommended it. Now, it goes to the Steel Division, and the Steel 
Division sends that—— 

Mr. Wuson. Who is the Director of the Steel Division ? 

Mr. Knicnt. Mr. Cole. 

Mr. Wuson. Cole; all right. 

Mr. Knicur. He signs that. It comes back to the Copper Divi- 
sion, and Mr. Hopton signs for the 2,100,000 pounds of copper. 

It goes down now to the man who handles aluminum, and he has to 
supply 60,000 pounds of aluminum. 

Mr Wuson. Who is he? 

-Mr. Kntentr. Oh, they have had a change there. I cannot think of 
his name right now. 

So, he os for the aluminum, and then it comes back to the orig- 
inating authority. 

Then, from us, it goes to Mr. Groce. Mr. Groce is the man that 
actually puts out the defense order. 

Mr. Wirson. And he is a dollar-a-year man? 

Mr. Knienr. I do not know; I do not think so. I think Mr. Groce 
is civil service. 

Mr. Witson. Civil service. Rankin is the dollar-a-year man. I 
stand corrected. 

Mr. Knicut. Now, Mr. Melvin Cole, the head of the Steel Division 
signs, but, of course, Rankin and people in his organization approved 
the form to him. 

Now, you have the Plate Section, you have the Forgings Section, you 
have the Alloy Steel Section, you have the Hot Rolled Section, and the 
Cold Rolled Section, and they all confirm this recommendation to 
him, so that when he signs, he signs for all of the steel sections in 
his division. 

Mr. Gotpsretn. If I may interrupt, the records of this subcom- 
mittee show that Mr. Cole is another dollar-a-year man, on loan from 
Bethlehem Steel. He is the assistant general sales manager of Beth- 
lehem Steel. 

Mr. Wiutson. Now, Colonel, have you given the whole chain with 
regard to the application ? , 

r. KNIcurt. K . After it clears, has the signatures on here, under 
normal conditions that goes to Mr. Groce, who makes out the defense 
order number. 

For an example, we are building at the present time 320 Diesel loco- 
motives on defense order DO-90-P. 
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All right. Now, the previous order was 38. 

Now, each company has a requisition under it. For instance, under 
90-P, American Locomotive Co. might have requisitioned on 825. 
The next locomotive builder would have 826, the next one 827, 
and so on. 

It is necessary that they have that, so that when they purchase— 
for example, we can take General Electric and American Locomotive 
Co., that is tied in with General Electric. They would want from 
General Electric, generators and traction motors and control equip- 
ment. They project down defense order No. 90-P, requisition 825. 
Now, with that requisition, General Electric can come back to the 
Anaconda people or whoever sells them the copper, they project that 
down to them, which is our authority to go back to the copper people 
and get their material back. That is the way the defense order works. 

Now, a directive is something that tells you to go right in and take 
this material. It is not a defense order. It is a directive, to do it 
= now. 

r. Keattnc. Colonel Knight, in your testimony you mentioned 
someone whom I think you said you asked, after you were subpenaed 
to come down here, whether you should come up and tell the truth or 
cloak part of your information. To whom did you address that 
inquiry ? 

4 Mr. Stone. 

Mr. Keatrnc. And he is who? 

Mr. Knieut. He is the Deputy Administrator. 

Mr. Keatrxg. And what was his reply ? 

Mr. Knicut. He said to give the subcommittee all the information 
that is necessary. 

Mr. Keatinc. Now, just one other thing I want to clear up. You 
said in trying to trace these papers which had been lost you called 
regency. judge from that that you yourself called. 

r. Knienr. Yes. 

Mr. Keatine. Repeatedly. 

Mr. Knieur. Yes. 

Mr. Keattne. And you called Mr. Sweeney’s outfit ? 

Mr. Knieur. Yes. 

Mr. Keatinc. Did you talk to him personally ? 

Mr. Knieur. Yes. 

Mr. Krarrne. And I think you said that it had reached a point 
where you were brushed off. 

Mr. Knicur. That is right. 

Mr. Keartine. Now, what was the nature of that brush-off ? 

Mr. Knicur. Well, the brush-off was, “Why are you calling me up? 
The papers are back in your own oflice. We sent them back.” 

Mr. Keattne. In other words, the allegation was they had come 
back to your office? 

Mr. Knicur. Yes. 

Mr. Kratinc. And you tried to find them in your own office and 
you could not find any record of them ¢ 

Mr. Knieur. That is right. ; 

Mr. Keatinc. Now, when you sent them, the second set, by this 
messenger to Sweeney’s office, was there any method or any docu- 
mentary evidence of their delivery in the wer of a receipt or a wc 
by-day entry showing what the messenger had done which would 
substantiate your statement in that regard? 
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Mr. Knieur. No; but I think that you can have the man here that 
made the delivery. 

Mr. Keatine. The messenger ? 

Mr. Knicur. Yes; the messenger. It was not an ordinary mes- 
senger. It was one of my own staff that did it. 

‘ a. Keating. Did Sweeney say that he had delivered the papers 
ack ¢ 

Mr. Knieut. No; he did not. 

Mr. Kearine. He did not say he delivered them back to you? 

Mr. Knicur. No; he did not. 

Mr. Keatine. Then it would seem that these papers are either in 
Sweeney’s organization or in your own organization apparently. 

Mr. Knieur. Yes, sir. I am sure they are not in our organization. 

Mr. Keating. You are sure they are not in yours, and the only 
other place that they could be would be in Mr. Sweeney’s outfit, as 
far as you know? 

Mr. Knieur. That is right; as far as I know.; yes. 

Mr. Kearine. That would be the only appropriate place for 
them to be? 

Mr. Knieurt. That is right. 

Mr. Keating. Is Mr. Sweeney a civil servant or was he at one 
time connected in industry ? 

Mr. Knieur. I do not know. 

Mr. Keatine. What is his full name? 

Mr. Knienr. I cannot tell that without my telephone directory. 

Mr. Keattne. Does the subcommittee have that 

Mr. GotpstTe1n. The initials are J. E. He does not appear in the 
list furnished of W. O. C. men. Mr. Stone does. 

Mr. Keatinc. May I specifically request that Mr. Sweeney be sub- 
penaed. 

Mr. Witson. Are you through ? 

Mr. Keatrina. Yes. 

Mr. Witson. You said in your testimony that you told someone, 
Mr. Stone or your boss, Glenn, that you would be willing to submit 
a resignation. Did you submit it? 

Mr. Knicur. Yes, I wrote a letter before I came up here, asking 
how much time he wanted for a successor to my job. 

Mr. Witson. Did anybody suggest that you—anything about resig- 
nation ? 

Mr. Knicut. Oh, no. I presume it is my own temperament, prob- 
ably. 

Mr. Keating. Where is it now? You have not delivered it, have 

ou? 
e Mr. Knienr. I did not leave a resignation. I raised a question of 
how much time he wanted to put a man in my place. After I re- 
ceived an answer to that question, I would then submit a formal 
resignation. 

In other words, I am a civil servant, and I do not want to do any- 
thing to prejudice my position as such, 

Mr. McCutiocn. When did that conversation take place that -you 
related; after you received your subpena ? 

Mr. Knicur. No; it started—I will go back over it again. 

It started this way: I had a call from Mr. Walden about it, on the 
telephone—and I think you were calling the Director; were you not! 


Mr. Waupen. Yes. 
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Mr. Knicur. I take calls for the Director on my telephone when he 
isout. Well, he happened to be out, and I had this telephone call and 
I was asked if I knew something about this situation we are talking 
about, and I said, “Yes, I had handled that.” 

Well, Mr. Walden said, “Could I get some information on it?” 
And I said “Yes.” 

Then, I was to call back in the afternoon. After the conversation 
ended, I was to call back in the afternoon. 

Since our Director was out, I left a note on his desk saying that the 
attorney for this subcommittee had called up and wanted certain infor- 
mation and would call again, or he said we were to call him, I cannot 
tell offhand how that was, but anyhow, to be sure that the attorney 
received something. 

I went down to the Deputy Administrator’s office and I got hold 
not of the Administrator but Mr. Shields, his assistant—Mr. Shields’ 
secretary, and I left this note that this attorney had called and that 
certain information should be given to him not later than 2: 30. 

I left a copy on the Director’ 's—Mr. Glenn—desk, as well as the sec- 
retary to the Deputy Administrator. 

Now, I think they did call you; did they not? 

Mr. Waupen. Yes. 

Mr. Knigur. Yes. Now, next, they came down there for a con- 
ference with us, and that was Friday, I think the conference took 

lace on Friday. We have been so jammed up in work there; on 
aturday, I worked until 3 o’clock on Saturday afternoon, and that 
was the first I knew that the Director was not too well pleased with it. 

He started to give me quite a bit of fatherly advice. Iam 4 years 
older than he, and I started to give him some, too. He felt I had been 
too liberal, and I answered that with—I think my exact words were, 
“My family has been in every war that this country has had, and I 
think that the people up on the Hill ought to have all the information 
that we have, regardless of who it hits or what it is,” and I said, “I 
have found that is a better way to live, and I have been the head of a 
corporation for a good many years and I have always conducted 
myself that way, and I am too old to stop now.’ 

Mr. McCutrocn. Again, I want to compliment you, and I want 
to make this statement for the record, Mr. Chairman. The Govern- 
ment of this country, when it comes to the place and the time when 
an employee thereof cannot give factual information to a congres- 
sional committee, has reached a sorry state, and we are beginning the 
road to ruin. 

Mr. Knieur. That is my opinion, stated very eloquently. 

Mr. Kearinc. Any civil servant that stands up in that way to his 
superior, regardless of what his political or other background may be, 
is worthy of the highest commendation. 

Mr. McCutsocu. And protection, 

Mr. Keatinc. And protection, yes, and T am sure he will get it. 

Mr. Srevens. Mr. Chairman, there is one point in the record not 
entirely clear to me. 

Colonel Knight, referring back to this document that was signed 
on March 14 granting a directive to General Motors, I note that your 
office appears as the originating office; is it correct to say that these 
documents were all initiated in your section ? 

Mr. Knicurt. No; the directive that was brought up—— 
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Mr. Stevens. I am inquiring not about this particular directive 
but about the other four. 

Mr. Knieut. Oh, yes; they were originated by us. 

Mr. Stevens. So that when you recommended that Mr. Glenn’s 
signature be placed on the General Motors directive, = were under 
the impression that his signature was already on all of the other 
documents. 

Mr. Knigur. That is right. 

Mr. Srevens. So, you thought that his signature was already on 
the others, in recommending signing of the General Motors document, 

Mr. Knient. That is right. 

Mr. Keatrine. Well, now, that is completely new to me. 

Mr. Stevens. There was a misunderstanding there. 

Mr. Keatrina. In other words, am I to understand that the witness 
thought when that directive for General Motors was signed, that they 
already signed the others? 

Mr. Srevens. Is that correct? 

Mr. Knient. Oh, no. 

Mr. Srevens. You thought that—— 

Mr. Knicut. Now, let us get the distinction, it is rather fine. 

The GA-3 which we recommended had gone out—look at the copy 
you have. That is a directive, is it not? 

Now, ours is not a directive. That is in Mr. Groce’s office. That 
authority is not delegated to us. We are the screening authority, to 
screen the material. 

Mr. Gotpstern. Let me ask you, if I may interrupt, is it not more 
correct to say that when that came back for recommended signature, 
you were thinking in terms of the others being on their way back? 

Mr. Knieurt. Yes, indeed. 

Mr. Goupstrern. And you were not thinking of signing anything 
that differed in any of the terms, as far as steel—— 

Mr. Knieur. No. 

Mr. Gotpsrern. The quantities were identical with those first used 
for the DO request? 

Mr. Knieut. That is right. 

Mr. Gotpstrern. So you were really ratifying something that you 
thought was in line with everything else? 

Mr. Kwnieurt. Yes; that is right. It is possible, you know, that 


recommendations for defense orders wry ot get one ahead of the other, 


don’t you know, but in any event, it not being our authority or respon- 
sibility to say that so much steel is available, we would not further 
delay the material from going to the individual industry. 
r. Gotpstern. And it was an emergency situation and you knew 
that they needed steel badly and could not wait. 
Mr. Knicurt. That is right. 
The Cuarrman. We have two other witnesses that we want to hear. 
= there any other questions of the colonel? If not, we will excuse 
im. 
Colonel, we would suggest that you hold yourself available in the 
war we want to em you. You have no objection to that, have 
ou 
Mr. Knieut. No, indeed. 
The Cuamman. We are very grateful to you, Colonel. I think 
you statement here this morning shows a great deal of courage. You 
have amply demonstrated a genuine public spirit. 
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Mr. Knicut. Thank you, Mr. Chairman. 

The Cramman, Our next witnesses are James T. Morrison and 
E. R. Wisner, both of Baldwin-Lima-Hamilton Corp. 

Which of you is going to testify first? You may testify together. 

Mr. Morrison. If it is permissible, we would prefer to testify 
together, yes. 

The Carman, Then, would you both raise your right hands. Do 
you, James T. Morrison, and E. R. Wisner, both swear that you will 
oe truth, the whole truth, and nothing but the truth, so help you 

Mr. Morrison. I do. 

Mr. Wisner. I do. 


TESTIMONY OF E. R. WISNER, AND JAMES T. MORRISON, 
BALDWIN-LIMA-HAMILTON CORP. 


> es Stevens. Mr. Morrison, will you state your name and affilia- 
tion 

Mr. Morrison. My name is James T. Morrison, purchasing agent, 
Baldwin-Lima-Corp., Eddystone, Pa. 

Mr. Stevens. Mr. Wisner? 

Mr. Wisner. E. R. Wisner, manager of locomotive department, 
Baldwin-Lima-Hamiliton Corp. 

Mr. Stevens. Both of you pentieman are here at the request of the 
subcommittee ; is that correct ? 

Mr. Morrison. At the request of the subcommittee, yes. 

Mr. Stevens. That request was made when ? 

Mr. Wisner. I received a telephone call Saturday afternoon re- 
questing that I 7" ar here at 2 o’clock today. 

Mr. STEVENS. Tr. Morrison, would you please tell the subcommit- 
tee when you first took action with regard to this request for interim 
relief about which Colonel Knight has testified. 

Mr. Morrison. Well, representatives of our company in conjunc- 
tion with representatives of the other locomotive builders had been 
in contact in several meetings with the Defense Production Admin- 
istration, which was at that time the claimant agency, since late Au- 
gust or early September of last year. 

We initially filed requests for our requirements for the first and 
second quarters of 1951. 

Now, as the locomotive program or the issuance of any DO’s was 
delayed, it became evident we were going to have to have some relief 
to enable us to get steel prior to the issuance of any formal program. 

That was discussed, i would say, not later than early December, 
as the result of which, under date of December 22, we addressed a 
letter to the Defense Transportation Administration listing what our 

uirements for interim relief would be in the intervening period. 
f permissible, I will be very happy to read that letter. 

Mr. Stevens. Read as much as you think appropriate. 

Mr. Morrison. It is dated December 22, 1950, and addressed to the 
Defense Transportation Administration : 

We have presented our first- and second-quarter Eddystone steel require- 
ments to produce our current schedule of 45 new locomotive units per month 
plus maintenance and repair parts. Pending NPA approval of a locomotive 
program—at least the steel, aluminum, and copper necessary for the afore- 
mentioned quantity will not be available to us. 
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Based solely upon material now on hand, on order, or anticipated during the 
first quarter of 1951, we will lose from the above schedule—fail to produce—60 
units due to the lack of sufficient steel or 80 units due to the lack of aluminum 
or 74 units due to the lack of copper. 

We submit herewith the attached statement showing our requirements of 
steel, aluminum, and copper during the first quarter. Please note that for each 
month three figures are shown (@) total monthly requirements; (b) amounts on 
hand, on order, or anticipated from regular sources; and (c) difference between 
the foregoing representing that for which relief must be granted. Unless such 
quantities, referred to as (c) in the foregoing, are made available, we will be 
unable to maintain our schedule of 45 units per month plus maintenance and 
repair requirements. 

Special attention is directed to the fact that all of the attached represent 
Eddystone requirements only, exclusive of any similar requirements of Our sup- 
pliers. For example, we have been advised, in preliminary fashion, that our 
suppliers of radiators requires relief for copper to the extent of 650 pounds of 
tubing per unit plus 600 pounds of copper sheet per unit. 

That is signed by J. T. Morrison, purchasing agent. 

Mr. Srevens. Mr. Morrison, Colonel Knight has already testified 
that pursuant to this letter and other requests on behalf of the indus- 
try, the Locomotive Division of the NPA made application for interim 
relief for your company as well as the others. 

Without going into too much detail as to that phase of it, I wonder if 
you would tell us when you first learned anything had or had not been 
done with respect to this application. 

Mr. Wisner. Well, I was the first one in our company to learn that 
EMD had obtained interim relief, which we had not obtained. 

Mr. Stevens. Can you fix the date you learned that? 

Mr. Wisner. I reported that to my company on March 19. 

Mr. Stevens. Then what did you do? In other words, was this a 
matter of as great seriousness as that letter seems to indicate? 

Mr. Wisner. It is just as the letter indicates. It just meant our 
production was cut back and curtailed because we did not obtain the 
material necessary to produce locomotives, and we started immediately 
to investigate why we had not obtained interim relief. 

Mr. Krarine. Let me interrupt. The previous witness has testified 
that General Motors obtained more than interim relief. 

Mr. Wisner. That is right. 

Mr. Keatrne. That was a directive? 

Mr. Wisner. That is right. 

Mr. Keartne. Which he explained was something more than 
interim. 

Mr. Wisner. Well, the difference was, as possibly everybody knows, 
that in the one case we would normally expect to receive a DO rating, 
DO-38 or DO-90, we will say, or whatever it is, which permits Mr. 
Morrison, our purchasing agent, to go to the various ait companies 
and say, “I have a DO-90. Will vou accept orders for steel delivery 
during the month of June,” we will say, and then they say, “Well, our 
schedule is filled up. No; we cannot. We can put it in in July.” 

With a directive, as I understand it, that is something that is already 
formulated here in Washington before the company places its order. 
In other words, it is through the Iron and Steel Division; they have 
gone to the steel companies to determine whether they can accept ton- 
nages in the quantity specified in the month required, and then that is 
spelled out in the directive. 

Mr. Keating. That is the type of document that has been put in 
evidence here, relating to General Motors, as I understand it. 
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Mr. Wisner. We understood that they got a directive. 

Mr. Srevens. But at the time you got neither that type of relief 
nor the less effective DO that you requested. 

Mr. Wisner. That is right, sir. 

Mr. Srevens. Now, specifically, just what steps did you take in 
order to attempt to get some similar relief for your company ? 

Mr. Morrison. Gentlemen, at that time, Mr. Wisner was spending a 
minimum of 3 days a week in Washington, to give the home office what 
assistance he could in various matters. 

As the result of this, Mr. Wisner called on Mr. Glenn’s office, I would 
assume almost daily. That was supplemented by repeated and nu- 
merous telephone calls from our own office to Mr. Glenn and his staff. 

Now, I cannot give you the date, but toward the end of March I 
personally called on Mr. Cole to inquire as to the status of this interim 
relief and was advised that it was not being held in his office. 

Mr. Srevens. Excuse me; that is Melvin W. Cole, director of the 
Iron and Steel Division of the NPA; is it not? 

Mr. Morrison. That is correct. I inquired of Mr. Cole what would 
be the next step, having left his office, and was advised it would prob- 
ably be Mr. Groce. 

I immediately went over to Mr. Groce’s office but was unable to see 
him. I did at that time talk to Mr. Bodine, and he was under the 
impression that the interim relief had been granted and was back in 
Mr. Glenn’s office. 

I went back to Mr. Glenn’s office and happened to meet Mr, Wisner 
there on that particular day. We were assured it was not in Mr. 
Glenn’s office and were referred to Mr. McCoy’s office. 

We went to Mr. McCoy’s office that afternoon and were unable to 
see him personally, but did see Mr. Murphy. We were advised by 
Mr. Murphy, after he had checked the section, that it was not being 
held in Mr. McCoy’s office. 

Mr. Stevens. May I interrupt for one question ? 

Mr. Morrison. Certainly. 

Mr. Stevens. Did Mr. Murphy indicate whether or not he knew any 
relief had been granted for any builder? 

Mr. Morrison. He did not indicate one way or another. 

Mr. Srevens. Did any of the previous gentlemen that you have 
mentioned, such as Mr. Cole ? 

Mr. Morrison. At this time I cannot actually answer. 

Mr. Stevens. Did you say to any of these gentlemen that you were 
informed that relief had been granted to one builder but not the others; 
relief to at least one of the other builders ¢ 

Mr. Morrison. I was informed by Mr. Cole; yes. Mr. Cole’s com- 
ment in that connection was that prior thereto, through the efforts of 
his office, he had enabled us to get some spot relief which took the form 
or took the nature of approximately 400 tons; as I recall, 250 tons of 
plate and about 150 tons of wide-flange beams. But that preceded the 
issuance of this request for interim relief which was to carry over the 
period of 2 months. 

Mr. Stevens. That was entirely separate and distinct ? 

Mr. Morrison. Yes; entirely separate and distinct, and prior to this 
request for interim relief. That was, as we say, what he called a spot 
assistance. It so happened we had three Diesel units that we could 
complete, except we were minus these few odd plates, and through the 
effort of his office did obtain them. 
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Mr. Keatrna. I am not sure that I understand the significance of 
that. Are you giving that as an illustration of the situation with 
re ~ to Geaand otors, or that they simply granted some spot 
relief or—— 

Mr. Morrison. I think that he was s from memory; that he 
recalled seeing some papers going through for Baldwin specifically 
and peculiarly, and that came up in the course of the conversation, and 
we had received a few tons prior to this other general request on be- 
half of all of the locomotive builders for interim relief. 

Mr. Keatrnc. But I understand that counsel’s question had to do 
with his reply when you brought - the subject that General Motors 
already had relief in this matter. hat did he say ¢ 

Mr. Morrison. Well, first, as I say, it is my impression that Mr. 
Cole was confusing the two things and straightened that out in his 
own mind. 

Mr. Stevens. That is, some other special relief ? 

Mr. Morrison. That is right. 

Mr. Witson. May I interrupt ? 

Mr. Stevens. If you please, sir, I would like to go to the next step. 
What was your next step? 

Mr. Morrison. After talking to Mr. Cole, hé again referred us back 
to Mr. Groce’s office, and we saw Mr. Bodine, who is Mr. Groce’s 
assistant, I believe. Of Mr. Bodine I asked if he had not received 
the necessary papers to issue either a directive or DO. 

Mr. Srevens. Did Mr. Bodine indicate he had any knowledge where 
they were or were not? 

Mr. Morrison. I would say the answer to that question is “No.” 
He did not indicate—our direct question was, in the normal course 
of events, where it would go, and it was at that point he referred us 
to Mr. Groce. 

Is that correct ? 

Mr. Wisner. That is correct. 

Mr. Morrison. After that we checked with Mr. Bodine at least 
three times and subsequently—— 

Mr. Wisner. Well, Mr. Bodine said he did not have the papers 
but expected to receive them; so I told him I would call him the 
following day. I called late the following day, and he advised he 
had not received them, and so I called again the following day, and 
he was not there at the time of the call, Sut a man sitting near him 
said that he had not received the papers. Then we went back to 
Philadelphia. 

Mr. Stevens. Did you make any further efforts to check up on this 
matter ? 

Mr. Wisner. Well, then, we confined our activities entirely to Mr. 
Glenn’s group because—oh, even up to a month ago, they were hoping 
that this interim relief would be granted. 

Mr. Stevens. In the course of your conversation with personnel 
from the Iron and Steel Division, did anyone give you any definite 
impression that the ts had not been on Mr. McCoy’s desk; did 
anyone state he felt they had not been there ? 4 

Mr. Wisner. No. 

Mr. Morrison. No. 

Mr. Stevens. Now, to finish up, has this been a serious matter to- 
the company, and have you lost production which you cannot make up? 

Mr. Wisner. Very definitely. 
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Mr. Wiison. How much would you estimate? 

Mr. Morrison. I would estimate it—you must appreciate, gentle- 
men, that I am looking at the operation from one angle only, gore 
purchasing—so, I say this without the complete picture: I would 
estimate we have lot at least 45 units. 

Mr. Witson. That is Baldwin only? 

Mr. Morrison. Yes. 

Mr. Wiurson. You have no way of estimating what the others— 
Baldwin includes Lima-Hamilton ¢ 

Mr. Morrison. It includes Lima. 

Mr. Witson. And the other three applicants who—— 

Mr. Wisner. I think you had better ask them. 

Mr. Wixson. You cannot answer that ¢ 

Mr. Wisner. No, sir. 

Mr. Witson. Did you have similar experiences during World War 
II, or did you have no trouble? 
wits Morrison. I personally was not in procurement during World 

ar II. 

Mr. Wurson. And you, Mr. Wisner? 

Mr. Wisner. I happened to be in the Maritime Commission, in 
World War II, looking at the other end of it. 

Mr. Witson. You were a bureaucrat during the World War. 

Mr. Wisner. Well, they occasionally called us that, sir—bureau- 
crats. 

The Cuarrman. Any further questions? 

Mr. Goxipstern. I would like to know if either of you gentlemen 
have any evidence or information indicating any pressure from Gen- 
eral Motors in this matter, either orally or in writing. Have you any 
such information or evidence indicating that any pressure was exerted 
somewhere along the line in NPA on behalf of General Motors? 

Mr. Morrison. I have no evidence of that. 

Mr. Keatinc. You have a pretty good idea in your own mind ¢ 

Mr. Stevens. I do not think that the witness should be requested to 
speculate. 

Mr. Wisner. I think we should keep to the facts. 

The Cuarrman. Let the facts speak for themselves. 

Mr. Stevens. You do not have any knowledge of improper conduct? 

Mr. Morrison. I do not. 

Mr. Keatine. You did not contact Mr. Sweeney ¢ 

Mr. Morrison. No, sir. 

Mr. Keatine. That would not be a proper channel? 

Mr. Morrison. That would not. You see, under NPA, Mr. Glenn’s 
group is our claimant agency, under “Transportation equipment.” 

In other words, if we were dealing with the Iron and Steel Division, 
that is broken down as Colonel Knight explained into various sub- 
divisions, and our requirements covered them all; so, the conversa- 
tions I have had were with Mr. Cole covering his whole group. 

Mr. Wisner. I think we should deal entirely with them, but it is 
only when we get stuck that we try to do it ourselves. It is really 
their function—meaning Mr. Glenn’s group—it is their function to 
see that we get material, just as well as to see that they get the mate- 
rial for other manufacturers, just like the car builders or anybody 
else connected with transportation. 
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Mr. Witson. So; you two gentlemen saw five or six people that 
one day ? 

Mr. Wisner. Yes, sir. 

Mr. Wiurson. And you have not heard anything about that appli- 
cation. 

Mr. Wisner. We were asked to refile a request. 

Mr. Witson. Well, when was that, sometime after your visit? 

Mr. Wisner. Well, that was late in March. Actually, they took 
the figures they originally had and cut them somewhat; isn’t that 
right, Jim? 

r. Morrison. That is right. You see, those original figures would 
carry us over the intervening period, up until May, when the locomo- 
tive program was formalized, and we are obtaining this month de- 
livery of steel under that program. Earlier than this month we have 
not obtained delivery of steel under the locomotive program. 

Mr. Witson. Now, because of losing the 45 units that would never 
be made up, how many employees were laid off ? 

a Morrison. Our operating department would have to answer 
that. 

Mr. Witson. You do not know? 

Mr. Morrison. I cannot say. 

Mr. McCutxocu. Are you building any Diesel locomotives in Ohio? 

Mr. Morrison. As of this moment, we are completing some. 

Mr. McCuttocu. Are you building any steam locomotives? 

Mr. Morrison. At Lima, no, sir. 

The Cuarrman. Unless there are further questions by members of 
the subcommittee, why, we will accept the statement of these two gen- 
tlemen with our gratitude. 

In the interest of conducting a fair and objective and judicial in- 
quiry, any individual or company or entity named here this after- 
noon should have the opportunity, if it cares to, to testify here, or to 
— or deny any evidence given here this afternoon. 

r. Keating. And those that do not avaal themselves of the oppor- 


tunity will be presented with such an opportunity to appear before 
the subcommittee, if the subcommittee desires. 
The Cuatrman. If there is no objection, the subcommittee will now 
adjourn to resume its inquiry on Wednesday sarge at 10 o'clock, 
t 


and the counsel are instructed to have as witnesses all the named in- 
dividuals whose presence was requested by the various members of 


the subcommittee. 
(Whereupon, at 4:12 p. m., the subcommittee adjourned to recon- 


vene on Wednesday, May 23, 1951, at 10 a. m.) 
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WEDNESDAY, MAY 23, 1951 


House or RepresenTATIVES, 
SpeciaL SUBCOMMITTEE ON THE Stupy or Monopoiy 
PoweER OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 


The special subcommittee met, pursuant to adjournment, at 10 
a. m., in room 346, Old House Office Building, Hon. Emanuel Celler 
presiding. 

Present: Representatives Celler (chairman), Hillings, Goodwin, 
Keating, Reed (Illinois), Lane, Wilson (Texas), Bryson, and Rodino. 

Also present: E. Ernest Goldstein, general counsel to the subcom- 
mittee; John Paul Stevens, associate counsel, representing the minor- 
ity; Jerrold L. Walden, assistant counsel; John F. Woog, assistant 
counsel; Eileen R. Browne, clerk. 

The Cuarrman. The meeting will come to order. 

Our first witness this morning is Mr. Melvin W..Cole, Director of 
the Iron and Steel Division of the National Production Authority. 

Mr. Cole, do you solemnly swear that the testimony you are about 
to give is the truth, the whole truth, and nothing but the truth, so 
help you God? 

Mr. Coxe. I do. 


TESTIMONY OF MELVIN W. COLE, DIRECTOR, IRON AND STEEL 
DIVISION, NATIONAL PRODUCTION AUTHORITY 


The Cuarrman. Will you state your name and address to the stenog- 
rapher, and your affiliations ? 
r. Core. My name is Melvin W. Cole. My ss at present is 


Director of the Iron and Steel Division of the National Production 
Authority. I am on leave here from the Bethelehem Steel Co. where 
my position is assistant general manager of western sales. 

Mr. Gotpsre1n. Are you employed without compensation, Mr. Cole? 

Mr. Core. That’s right; without compensation. 

Mr. Goipstern. Mr. Cole, you are here pursuant to the formal 
request of the subcommittee, are you not, sir? 

Ir. Coiz. Yes, sir. 

Mr. Gotpsrern. I would like to bring to your attention, Mr, Chair- 
man, that, as you may remember, the subpena issued to Colonel Knight 
requiring his appearance here at the previous meeting of the subcom- 
mittee, required Colonel Knight, in his official position, to produce 
certain documents, particularly those documents which are missin 
and which have been the subject of much discussion here. Colone 
Knight informed me that. those documents would be available to me 
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through Mr. Richard Bronson, a member of the general counsel’s staff 
of the NPA, who is assigned to the Transportation Division. I con- 
ferred with Mr. Bronson yesterday and he assured me the documents 
would be here for our study at 9 o’clock. I am sorry to say that we 
have not been able to examine the documents as they have not been 
delivered to us, and therefore we may be at some disadvantage. 

Do you have any prepared statement, Mr. Cole? 

Mr. Cores. No, sir. 

Mr. Goupsretn. You say you are on a WOC status with NPA and 
you are affiliated with Bethlehem Steel as their sales manager for the 
western sales ? 

Mr. Coxe. Assistant general manager of western sales. 

Mr. Gotpstern. Did you have any prior affiliations with steel com- 
panies other than Bethlehem Steel ? 

Mr. Coxe. Going away back to 1919 and 1920 I was with the struc- 
tural steel fabricating division in Boston, of the New England Struc- 
tural Co. Since that time I have been constantly with Bethlehem. 

Mr. Goipsretn. In your capacity with Bethlehem as assistant sales 
manager, do you make sales to various builders of locomotives? 

Mr. Corr. In my area there is just one locomotive builder. 

Mr. Goipstre1n. What is that, sir? 

Mr. Corx. That is the electromotive division of General Motors. 

Mr. Gotpstetn. So you have some familiarity with the problems of 
the requirements of steel for locomotives on the basis of your past 
experience with Bethlehem ¢ 

r. Cote. Somewhat; yes. 

Mr. Gotpstern. Particularly that of General Motors electromotive 
division ? 

Mr. Cotez. In connection with certain items that they use; yes. 

Mr. Gotpsrern. Do you have any knowledge that on or about the 
first week in March of 1951 certain applications for interim relief were 
filed, having been initiated in the Transportation and Equipment Di- 
vision of NPA; applications filed for the purpose of providing interim 
relief for five locomotive builders? 

Mr. Corx. I am familiar, I think, with the papers you refer to. 

Mr. Gotpstern. When did you first have knowledge of the existence 
of this first set of applications for interim relief ? 

Mr. Corx. The first set of papers and applications were presented to 
me for discussion on February 6. That is, they were presented to the 
Tron and Steel Division in my office by the Transportation Equipment 
Section of NPA. It pew, | a requirement that added up approxi- 


mately to 20,000 tons of steel for the locomotive builders involved. 
There were five of them. 
We discussed that in my office at some length, it appearing to me 
that it included steel requirements that were apa already in part 
at 


provided for in current schedules. And during that conference I 
checked with one of the mills and found that that was a fact. Asa 
result of the Transportation Equipment Section’s knowledge of that, 
that some of these steel requirements on which assistance was required 
were already provided in mill schedules, it was understood that the 
would revise, look them over, revise them, and come back to us wit 
a revised application. 

Mr. GotpsteIn. Now, let me get this straight. What was the over- 
all total of the tonnage for the five builders? 
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Mr. Core. The total of the tonnage covered by this request in round 
figures was 20,000 tons. 

Mr. Gotpstern. Now, included in that total, was there approxi- 
mately 2,663 tons for the electromotive division ? 

Mr. Corer. I can’t say how much there was for them or for the other 
individuals. My impression was that it wasn’t that amount. How- 
ever, I couldn’t be sure. I am not familiar—— 

Mr. Gotpsre1n. If we had the papers here we could tell, couldn’t we? 

Mr. Coxe. Those papers were withdrawn from the Steel Division, 
and I doubt if they are the papers that you have in mind. 

Mr. Goxpstetn. I don’t believe pt answer was responsive, sir. I 
asked you if you knew anything about the five applications for relief 
which Colonel Knight testified about which he claimed were filed on 
or about the first part of March—he was indefinite as to dates, since 
we did not have that material available here. 

Mr. Cotz. Yes. I recall those papers well. 

Mr. Goipstr1n. Now, when was the first time you saw those papers ? 

Mr. Corr. Well, I would have to—— 

Mr. Gotpstetn. What is your best estimate ? 

Mr. Cour. My best guess on that would be in early March, probably 
the first week in March—it might be March 5, 6, 7, 8, 9, 10—some- 
where in there. 

Mr. Goxpstrtn. So you actually did see those papers ? 

Mr. Corr. I am sure of that. 

Mr. Gotpsrern. Do you know there was a second filing of papers 
identical with the first filing with the exception that the requirements 
for electromotive division of General Motors was stricken? 

Mr. Core. That’s right. 

Mr. Gotpsrern. When did you first know about that filing? 

Mr. Corr. I would have to approximate that; within a week, I 
would think. 

Mr. Go.psrern. Within a week after they were filed. That would 
take you up to some time in the third week in March, you say ? 

Mr. Corx. My recollection of the date that I signed that—and I 
base that on the date that the Copper Branch signed it, which was 
March 19—my signature must have been on March 20. 

Mr. Go.pstern. Your signature on what? 

Mr. Cox. This second paper. 

Mr. Gotpstern. In other words, you signed the second set of papers 
for application for relief on that date? 

Mr. Coz. Yes. 

Mr. Gotpstern. What did you do with the first set? 

Mr. Corx. I signed them too. 

Pee. Goxtpsrr1n. What did you do with the first set after you signed 
em 

Mr. Cox. I put them in the cgurse of distribution channels. Those 
papers required review and signature by the Aluminum Division and 
the my. pa Division, because those products were involved. The 
course of routing of those papers was from one division to the other 
for the proper units, and then to the Transportation Branch for final 
review before they go to the Priorities Issuance Office. 

The Carman. Was your signature tantamount to the approval 
of that interim relief in both instances? 

Mr. Cour. Yes, sir. 
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The Cuairnman. For the five locomotive builders? 

Mr. Coxe. Yes, sir; it was. 

Mr. Gotpsre1n. Now, in the directive which you signed on March 
14 and which Mr. Rankin also signed on March 14 for the benefit of 
the Electromotive Division, the files made available to us, in that 
ag not indicate anything about nonferrous metals. 

Mr. Coxe. No. 


Mr. Gotpstern. Nor any concurrent signatures in that regard ? 

Mr. Coz. Yes. May I comment on that? 

Mr. Gotpsre1n. Yes. Go ahead, sir. 

Mr. Corz. That action of the Electromotive directives and the other 
directives, the Baldwin directives, comes out of this first 20,000-ton 
figure that I mentioned a while ago which was withdrawn. By with- 
drawing it, the Steel Division had this understanding with the Trans- 
portation "Nesipancet Division that if included in that 20,000 tons 
there were any items critical to the operation of those locomotive 
shops, the Steel Division would concur on emergency action to make 
those available. And it was out of that discovery and out of this 
statement that the Electromotive and the Baldwin directives devel- 
oped. And it was between the time of the original application for the 
20,000 tons and this second set of papers of March 14 or thereabouts 
that this directive action for emergency needs that were brought up 
item by item to us was taken. Those were the directives. 

Mr. Gotpstern. Now, in the form in which those requests or appli- 
cations for interim relief, otherwise known as GA-3’s, reached you on 
the second occasion, did they call for a directive or did they call 
for DO's? 

Mr. Coreg. I could not be specific as to what they called for. My 
approval was based only on a DO. 

r. Gotpsrern. Will you kindly explain to the subcommittee with 
reference to the exhibit to Colonel Knight’s testimony, which consists 
of a directive to certain-named steel companies, signed by you on 
March 14, will you explain the necessity for a directive in the Electro- 
motive case where po approval was originally based on DO’s? 

Mr. Coxe. I will reply to that in this way: Let me say this: The 
Steel Division as a division does not allocate steel on a broad ind 
basis without a high-level-program determination. It acts inde- 
pendently and it is authorized, as I understand, to act independently 
to meet emergency situations or hardship cases on an individual basis. 
The intent of my statement on the original 20,000-ton request was, if 
there were any items involved in the locomotive-builders requirements 
as prescribed at that time that needed emergency action I would 
undertake to review them, and if I was convinced an emergency 
existed I would recommend the appropriate action. 

Mr. Gotpste1n. Talking about an emergency, sir, you are aware, 
aren’t you, that in February General Motors Electromotive Division 
had its highest production in history f 

Mr. Coxe. I am aware of that. 

Mr. Goxpstern. So that they weren’t in bad shape, were they? 

Mr. Core. Well, I don’t think that that statement is really to the 
point. February locomotive production was carried out and built 
out of steel supplies that were provided for long before we entered 
into this picture. The February locemotive production is entirely 
apart from the consideration we are discussing Earn. The emergency, 
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in my judgment, was the danger of shutting down that locomotive 
production line. 

Mr. Gonpsrern. Is it your contention, sir, that there was no emer- 
gency insofar as Baldwin, Fairbanks Morse, General Electric, or 

erican Locomotive were concerned ? 

Mr. Cote. In the case of Baldwin, they had the opportunity to and 
they did work out with me directives for critical items. 

Mr. Gotpste1n. Did they obtain the steel ? 

Mr. Cote. I can’t say of my own knowledge. They obtained the 
directive. The directive was issued for 160 tons of steel in one case 
and in the other for 250 tons of steel for their critical needs during 
this period when the locomotive requirement as a whole program was 
being reviewed for presentation later. 

Mr. Goxtpstern. Is that the same interim relief that was requested 
in the GA 3’s that you signed on two occasions for DO’s? 

Mr. Cotz. The later GA 3’s did not cover this, because this was past 
history by that time. 

Mr. Goipsrern. No, sir. I mean the first and second GA 3’s, the 
identical requests for DO’s for certain amounts of steel in the form 
of interim relief. We have had testimony that other types of interim 
relief or spot relief have been granted from time to time. But this 
particular request, according to the representatives of Baldwin Loco- 
motive and Colonel Knight, has never been granted. 

Mr. Coxe. I believe that’s right, but that is outside of any such 
action of mine. The request was approved for preference rating assist- 
ance by me. 

Mr. Gotpsrern. Getting back to our point, would you explain to 
the subcommittee why it was necessary to give General Motors a 
directive, although the original ~<a. that you seem to have had 
on one occasion at least was for a DO? 

Mr. Corz. The directive action on General Motors—I want to get 
the time of this clear in your mind. That directive action was taken 
long before this March 14 or March 7 presentation of, shall we say, 
the second set of papers. This directive action was taken in the period 
between February 6 and early March. 

Mr. Gotpstetn. We have a directive in the record which you signed 
dated March 14. 

Mr. Corz. Yes. That is a oe of paper that simply confirms the 
actions that we had been working on in that period to develop these. 
This was not direct tonnage for Electromotive. This tonnage that 
they got under directive was for parts makers that made parts, forge 
shops particularly. General Motors Electromotive proper did not 
get steel for their own fabrication. Their emergency problem was 

, shafts, connecting rods, and forged parts that their suppliers 
d been unable under their own efforts to get steel for. Out of this 
ew only ve tons Prag to General pocers. The rest went a 
ir parts suppliers. eir getting their tonnage was actuall 
a high-class expediting job, in the terminology I use. “ 
r. Gotpstern. Wasn’t that tonnage, that all went for parts of new 
locomotives, exactly the same type of directive as the GA 3’s that origi- 
nated in Mr. Glenn’s office ? 

Mr. Corz. Yes. 

Mr. Goxpsretn. So that it is identical, is it not, with the original 
request except that you put it in a directive form instead of a DO form ? 
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Mr. Core. Substantially. That 2,600 tons was the figure in that 
second set of papers. That represented a part of a directive that we 
had been working on; it wasn’t a new directive. And we recommended 
that it be reworked entirely. And subsequently it was removed from 
the approved GA 3’s so that on the final approval of those GA 3’s for 
assistance General Motors was completely excluded. 

Mr. Gotpsrern. I would like to have you explain a little further if 
you would, sir, why General Motors was excluded from the DO angle 
and given the preferential treatment on directives. 

r. CoLe. We felt that that directive treatment that they had gotten 
for their parts was all that was necessary from an emergency stand- 
point. And it appeared to us that they were able to go along under 
their own from there. 

Mr. Gotpstern. You knew, did you not, that General Electric had 
laid off 400 people in February? Did they not have an emergency? 

Mr. Core. It wasn’t presented to me, sir. And if they had an 
en in February it was not in any way related to these actions, 
because their February emergency was the result of some previous 
actions, not actions that were instituted in our division in February 
and March. 

Mr. Wison. I got the idea, Mr. Cole, from hearing the testimony 
the other day that all these locomotive builders filed their applications 
back in December, not in February or March, but in Rotaadar: 

Mr. Core. I understand a request was filed. That is true. 

Mr. Wirson. Why was it that it took until March to get to you? 

Mr. Corr. Let me repeat that the Steel Division is not the office that 
is responsible for program determinations. We do not have that 
responsibility. That request was presented to the Program Determi- 
nation Committee, and no action was taken for the months of March or 
April on a program basis. 

r. ne Who constitutes the Program Determination Com- 
mittee 

Mr. Corr. Well, now, it is the Requirements Committee of DPA 
under the charmanship of Mr. Wampler. At that time determina- 
tions of that kind were made by what was called the Program Re- 
quirements Staff of NPA. 

Shall I read the names of them ? 

Mr. Wison. Please. 

Mr. Corz. Mr. Fleischmann, Mr. Ireland, Mr. McCoy, Mr. Bowman, 
Mr. Carson—at that time was Director of the Steel Division—and I 
at that time was Deputy Director—— 

Mr. WItson. And you say they found—— 

Mr. Cotz. And Mr. Wampler. 

Mr. Gotpsrein. And you say they found that this steel was not 
necessary ¢ 

Mr. Cote. I can’t say what they found, sir. I simply know that for 
the months of March and April they took no action on the basis of a 
broad program for locomotives. They did subsequently take some 
action. 

Mr. Witson. When? 

Mr. Cotz. For the months of May and June. That statement is 
taken from the paper that I have here. On March 12 they indicated 
a program determination in favor of the locomotive-construction in- 
dustry in quantitative amounts for May and June for the number of 
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locomotives and the tons of steel that were to be made available for 
that. That was in May and June. 
Mr. Wurson. Do you know what happened to those original applica- 
tions? 
Mr. Cote. No, sir; I don’t. 
Mr. Wuson. Did you see who filled them ¢ 
Mr. Cote. I don’t think I ever saw those originals. That was before 
my time in office and I would have to assume that they were here in 
the Transportation Equipment Division. 
Mr. Witson. I understood you to say you signed the original appli- 
cation at your office. 
Mr. Corr. No, sir. I signed what we have been talking about here 
as the early March pieces of paper, which were not the original. 
Mr. Wuson. That was for interim relief or on a spot basis for a 
few tons of steel that they would have to have right then? 
Mr. Cote. Yes. 
Mr. Wirson. That had no connection with this original paper ? 
Mr. Coir. No. That was to tide them over until these established 
programs would provide a broad industry — 
Mr. Wuson. You only got this second copy 
Mr. Coxe. In the early part of March; yes. 
Mr. Wirson. And you signed it on the nineteenth ¢ 
Mr. Cote. I signed for one somewhere the early part of March. 
That is the one that is lost. I signed the replacement of that about 
a week later, which was March 19. 
Mr. Wiuson. Do you know where the one you signed, the original, 
went to? 
Mr. Corr. I swear I don’t know. 
Mr. Witson. Did they go to the Aluminum Division, Brass, Copper ? 
Mr. Corr. I wouldn’t have the slightest idea. It is just one of those 
things I can’t explain. 
Mr. Witson. What did you do with them? Just sign them and 
pitch them out on the desk ¢ 
Mr. Coxe. No, sir. 
Mr. Wison. Doesn’t somebody have the responsibility of seeing 
that those things get to the proper place? 
Mr. Core. Yes. 
Mr. Wiison. Who is responsible for it? 
Mr. Corz. I would have to say that the administrative office, prob- 
ably, — manages the clerical activities of NPA, if there is a responsi- 
e head. 
Witson. Well, who is he, or has he been changed since yester- 
ay 
Mr. Corr. I will have to reach for that one. I can’t answer. 
Mr. Keatrne. This second set was also lost, wasn’t it? 
Mr. Coz. No, sir. 
The Cuatrrman. Where are they? 
Mr. Kratine. The testimony is that they were lost, too. 
Mr. Core. I think later witnesses can answer that question of their 
own knowledge better than I. 
The Cuamman. I will explain to some of the members of the sub- 
committee, who have been arriving late, that according to announce- 
ments made at the inception of the hearing this morning a promise 
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was given that these papers would be submitted to us this morning 
and would be submitted by 9 o’clock. They haven’t arrived as yet. 

Mr. Cole, when these documents called spot or interim relief docu- 
ments for the five locomotive builders reached you on the first occa- 
sion, they were all for DO’s—that is correct; isn’t it? 

Mr. Core. I believe that’s right. I know my concurrence was on 
that basis. 

The Cuatrman. And you took it upon yourself to change a DO into 
a directive, insofar as one of those documents was concerned, in favor 
of General Motors ? 

Mr. Cote. No, sir. I had taken that action previously to receiving 
those papers. I had taken the action on General Motors prior to that. 

The Cuatrman. But you didn’t take a similar action on the other 
four locomotive builders ? 

Mr. Core. I took similar action in the case of Baldwin at the same 
time that I did for General Motors. 

The CuatrMan. So, you took action on two and didn’t take action 
of that sort on the three remaining applications ? 

Mr. Corz. That’s right. 

The Cuarrman. And when the second set came a week or so later, 
did you again change your DO into a directive ? 

Mr. Cote. No, sir. 

The Cuatrman. Now, was it within your province of authority to 
change a DO into a directive, or was that the authority of the Railroad 

uipment Division ? 

fr. Cote. Please understand, my change was only in the form of a 
basis on which I would concur in this action subject to review by 
higher authorities. I actually made no change. My signature was 
attached to that on the basis of DO priority assistance for that 
tonnage. 

The CHatrman. Isn’t your Division, which is the Iron and Steel 
pene the Division that is set up to allocate and divide defense 
steel ¢ 

Mr. Core. Not the Steel Division, sir. 

The Carman. What is it? 

Mr. Cotr. The Steel Division carries out the determinations that 
program committees make for broad appropriations, if we want to 
call it that, of steel for set uses. It is our job to see that that steel is 
set aside in the mills as a supply to be drawn on by those authorized 
to participate in those programs. And those authorizations, they do 
not come out of the Steel Division. The only action that we are 
authorized to undertake and institute on our own initiative is to meet 
emergencies, to keep someone from breaking down, shutting down, 
or an immediate hardship that would result in unemployment or a 
loss in valuable defense or national important production. 

Mr. Gotpste1n. Let me see if I can get this straight now. I have 
here a document which I would like to have you examine. This docu- 
ment shows that on March 14 you placed your signature upon it, a 
Standard Form GA-3 or directive to certain steel corporations, to pro- 
vide steel to General Motors. 

Mr. Cote. Yes, sir. 

Mr. Gotpstetn. Is it not dated as of when you signed it? It was 
not January, February, er December it was March 14 when you 
signed it; is that correct? 
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Mr. Core. That is the date that I signed this piece of paper. It 
doesn’t say so on here. I couldn’t be sure. 

Mr. Gorpsrern. It does, sir. If you will look opposite your signa- 
ture where it says “Concurrence, Melvin W. Cole,” you will find 
“March 14, 1951.” 

Mr. Cote. Well, I would have to accept that. 

Mr. Gotpsretn. That is the date you signed it; wasn’t it? 

Mr. Coxe. Yes. 

Mr. Gorpstetn. It wasn’t February? That was the day after the 
first applications in the form of GA-3’s came to you for the five 
corporations ¢ 

Mr. Cote. That’s right. I had previously instituted action, direc- 
tive action, for some 1,900 tons beyond this prior to this, for the same 
emergency consideration of General Motors. I have copies of those 
here. 

Mr. Gotpsrern. But this is the one that really worked ? 

Mr. Coxe. It worked on 2,600 tons. But the other worked on 1,900 
tons prior to this. 

Mr. Gotpstern. But this is the one that actually went into effect ? 

Mr. Corr. So did the 1,900, 

Here are the copies of them. March 14. 

Mr. Gotpstein. But this March 14 one is in the form of 2,663 tons 
on the same form in which the GA-3’s reached you for General Mo- 
tors, in terms of DO’s? 

Mr. Corr. Yes, sir. 

Mr. Gotpstern. And on your initiative and, according to testimony 
in the record, on the Division’s initiative, you changed that into a dif- 
ferent form and sent it back to Mr. Glenn’s office for signature, because 
the testimony is that Mr. Glenn did not sign that prior to its coming 
to his office? 

Mr. Corr. I can’t agree that that is my recollection of the circum- 
stances. This is a combination of action that I had been working on 
in a development stage prior to March 14. Coincidental with the com- 
pletion of this activity, this so-called second set of papers arrived with 
the same priority request for assistance for the other locomotive 
builders. 

Mr. Goupsrern. And this set of papers for other builders included 
one paper or one set of papers for General Motors in the form of a 
DO request for 2.663 tons in the same form that you used in the di- 
rective ¢ 

Mr. Core. That’s right. 

Mr. Goupstern. Do you wish to state whether or not it is your testi- 
mony before this subcommittee that it is the function of the Trans- 
portation and a ea Division of NPA to screen the requests and 
the needs of the builders prior to the requests going up to your office 
for the purpose of determining what their needs are? In other words, 
is it the body that is charged with determining whether or not the 
builders do have a necessity in the emergency situation ? 

Mr. Core. I am not so sure that I can agree that they do have. 

Mr. Goutpsretn. What is their function, then ? 

Mr. Corr. Their function is to recommend and to state their best 
judgment of the case. And it is also the Steel Division’s responsibility 
to make sure that that judgment is sound and in accordance with the 
facts as we see them. 
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Mr. Goxtpstern. In other words, the Steel Division is set up and 
geared in terms of engineers and personnel to determine whether or 
not the requests for relief of the locomotive builders are sound— 
that is, whether or not the requirements of the railroads are as they 
state their need ¢ 

Mr. Core. I wouldn’t want to go so far as to say that. I would 
say this: that an agency such as the Transportation Division naturally 
has a feeling that it must act as an advocate for the branch of industry 
that it represents. And I find all industry divisions are enthusiastic 
about supporting the needs of their industry. 

We also have the job of being sure that steel is not immobilized as a 
result of full acceptance of their recommendations. 

Mr. Gotpstetn. Well, weren’t you going further than full accept- 
ance? You were going beyond it and getting more than full accept- 
ance. 

Mr. Corr. I had gone that far only on my understanding of the 
the emergency that existed. 

Mr. Gotpsterxn. Now, what facts were presented to you that were 
not presented to the Locomotive Division, the Transportation and 
Equipment Division, which led you to believe that the emergency for 
General Motors was greater than the emergency for the other loco- 
motive builders? 

Mr. Core. Well, there was well-documented evidence, in my judg- 
ment, to support that conclusion. 

Mr. Gotpstern. How did you obtain that evidence? 

Mr. Corr. That evidence was submitted at our request. We in- 
sisted on a detailed, itemized statement of who had to have this steel 
and in what quantities. 

Mr. Gotpsre1n. Where did you get the evidence ? 

Mr. Corte. That came from the General Motors representatives. 

Mr. Goipstern. Did you ask for the same sort of evidence from 
Baldwin, American, Fairbanks-Morse, and General Electric ? 

Mr. Corr. I asked for that from Transportation Equipment Divi- 
sion and established the principle that if there were any builders in 
that similar situation I would like act to meet an emergency, such an 
emergency being the case of a shut-down or an interruption of impor- 
tant production. 

Mr. Gotpstern. And you knew there was a shut-down at General 
Electric in February, and there was no shut-down in General Motors 
in February; they were at the top of their production ? 

Mr. Coxe. To my understanding, that is right. But there was no 
detailed support of a General Electric request. In fact, in the first 
set of papers there was no Gereral Electric bill of material at all. I 
didn’t know of my own knowledge that General Electric was down in 
February. I didn’t know of my own knowledge, and still don’t know, 
that General Electric was, on an itemized basis, item by item, in any 
emergency situation and was faced with a shut-down. 

Mr. Keatinc. Were General Motors’ representatives the only com- 
pany representatives with whom you had a direct contact ¢ 

Mr. Cote. No, sir; I had direct contact with Mr. Morrison, of Bald- 
win Locomotive, on several occasions, and 

Mr. Keatine. I am speaking now of your testimony with respect to 
the existence of an emergency. You have stated that General Motors 
furnished you figures which the others did not furnish you? 
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Mr. Core. That is right. 

Mr. Keatina. In connection with the proof regarding an emer- 
gency situation, did you have personal contact with anyone besides 
the Hinaeat Motors representatives ? 

Mr. Coxe. In connection with General Motors? 

Mr. Keartrne. In connection with their own requests, other than 
General Motors. 

Mr. Corte. Well, I had discussions with Mr. Morrison, of Baldwin- 
Lima, about their critical items. 

Mr. Keatine. Any others? 

Mr. Cote. No, sir; they were the only two. 

Mr. Kratine. Did not Mr. Morrison and his representatives point 
out to you the critical nature of their situation ? 

Mr. Corr. They did. 

Mr. Keatine. And you say you did issue a directive with reference 
to Baldwin ¢ 

Mr. Core. Yes, sir; two directives. 

Mr. Keatinc. Would you place it in the same category as the direc- 
tives you issued for General Motors? 

Mr. Core. It appeared to me that their situation was pretty clear. 

Mr. Keartine. The General Motors? 

Mr. Corr. Yes, sir; there was no evidence that I can ever recall that 
I could accept that indicated a shut-down situation. 

Mr. Keatinc. Did Baldwin get a directive, as a matter of fact? 

Mr. Core. Yes; they got two directives. 

Mr. Keattnc. Did you ask General Motors for this information or 
did they volunteer it to you? 


Mr. Core. As a matter of fact, General Motors had been working on 
us even from my earliest days down there for assistance in solving 
their difficult steel problem. 

Mr. Keatine. Specifically working on you? 

Mr. Cote. — were representing their case to the Steel Division. 


Whether I say “Working on me” or “Working on us,” they were pre- 
senting their requirements. 

Mr. tinG. To you individually ? 

The Cuamrman. Excuse me, sir. 

Mr. Cole, just to get this record clear, you say that Baldwin got a 
directive but they did not get the results in iterim relief that we 
are talking about. The only directive they got was for spot relief. 
That is different ? 

Mr. Coxe. It isn’t different in any degree. Spot relief generally is 
interim relief. There is no good definition. 

The Cuarrman. But Baldwin did not get the directive for interim 
relief which is under discussion in these hearings. The directive you 
have just mentioned was different. They got relief subsequently. 

Mr. Cote. They got relief previous to that. Their relief came di- 
rectly out of their first conference when we withdrew the 20,000 tons. 

Mr. Wuson. That relief was for very small amounts of steel? 

Mr. Cour. It was 410 tons. 

Mr. Goxtpsrein. That wasn’t the amount they asked for in the di- 
rective that has been lost on two occasions. 

Mr. Corr. Yes. That was presented as the most critical items. 

Mr. Goxpstetn. This directive that you are talking about for Bald- 
win has nothing to do with the interim relief that was lost on those 
occasions. That is for a DO. 
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Mr. Coxe. I will have to agree to that. In my mind it is all one 
part of the same thing. 

Mr. Stevens. You are saying that this request that was granted for 
General Motors was for emergency or “spot” relief? 

Mr. Cote. I consider it the same. at 

Mr. Srevens. And would you consider that p Division had 
authority to initiate that kind of emergency relief 

Mr. Cote. Yes, sir. 

Mr. Stevens. Why is it that the signature of Mr. Glenn appears as 
the initiating signature on the requests on behalf of General Motors 
which was granted ¢ 

Mr. Corx. As a matter of fact, we haven’t stood too much on cere- 
mony as to who initiates and who concurs. In one case 2,600 tons was 
initiated by Mr. Glenn, and I believe the other 1,900 was initiated 
by me. 

Mr. Srevens. The thing I was wondering about was why Colonel 
Knight permitted the initiating signature to be put on this particular 
application when the other similar application had not been returned 
to Mr. Glenn. You think that this one, which was returned, was com- 
parable to those others which were still outstanding? Do I make 
myself clear ? 

Mr. Coie. I think so. Are we confused about this 2,600 tons that is 
on this piece of paper and also on the second set of papers? 

Mr. Srevens. Perhaps I can phrase the same question in another 
way. You say, with respect to the General Motors DO, you deducted 
the 2,600 tons which was claimed in this initial application? 

Mr. Cote. Yes. 

too Srevens. Did you make a similar reduction on the Baldwin 
DO? 

Mr. Coxe. No, sir. 

Mr. Stevens. Why not? 

Mr. Coxe. I don’t know that I had any firm reason for not doin 
it. Baldwin had not shown from a directive standpoint their ss 
for assistance to the same extent that General Motors had, and I had 
no reason or no intimate knowledge of their situation to take such 
action. 

Mr. Stevens. Just so we have it clearly in mind, are there these two 
distinctions between the Baldwin situation and the General Motors 
application, both of which you would classify as spot relief ; first, with 
respect to the General Motors directive, Mr. Glenn appears as the 
initiating officer, whereas the same is not true with respect to Bald- 
win; and second, with respect to General Motors, you testified that you 
did deduct the amount of spot relief from the amount which was listed 
in the DO application, but you did not deduct the amount of Baldwin 
spot relief from the Baldwin DO application ? 

Mr. Cote. That is right. 

Mr. Goxpste1n. And when you deducted the 2,600 tons the balance 
was zero? 

Mr. Coreg. Yes. 

Mr. Goupstern. So they were identical ? 

Mr. Coxe. I think they were. 

Mr. GotpsteIn. I would like to go back to one statement you made 
earlier. You said the basis on which you granted this directive, which 
was something more than was asked for, the reason you granted this 
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directive was because of evidence presented to you by General Motors. 
And then you went further and said that as to the other four build- 
ers you inquired of the ney eee and Equipment Division. 
Why is it you went to General Motors for their ideas on the subject 
and you did not go to Baldwin, Fairbanks Morse, General Electric, 
or American Locomotive? , 

Mr. Core. I didn’t go to them; they came to me. And in coming to 
me I asked that they supply me confirming details as to their emergency 
steel needs. 

Mr. Gotpstern. In other words, General Motors approached you 
and asked you instead of going to Mr. Glenn ? 

Mr. Core. I am sure they went to Mr. Glenn, too. They went to 
Glenn—I am sure they must have gone to others in NPA. They were 
working for years to keep this plant going. ; 

Mr. Gotpsrern. You are talking about Mr. Morrison, of Baldwin 
Locomotive. Do you know that Mr. Morrison testified before the 
subcommittee the day before yesterday ¢ 

Mr. Corr. Yes. 

Mr. Gotpstern. Did you speak to Mr. Morrison about this prob- 
Jem of Baldwin’s as it related to the Electromotive problem { 

Mr. Coxe. I can’t recall that my conversations with him would have 
taken place at the same time that we were working on the Electromo- 
tive problem. 

Mr. Gotpstrtn. Now, as to this shuffle of papers, the DO requests 
being lost after they were placed in your outbox or something similar, 
what happened ¢ It is our understanding that when you signed this 
directive in your office on behalf of General Motors, that it was hand- 
carried back to Mr. Glenn’s office for their concurring signature. Did 

— similar action in respect to the four other applications for 
y's? 

Mr. Corr. I can’t recall that I took such action on General Motors. 

Mr. Goupstr1n. I am sure the record is clear that Mr. Sweeney, I 
believe—is there a Mr. James Sweeney on your staff ? 

Mr. Corr. Yes, sir. Mr. Sweeney works in our Iron and Steel 
Division. 

Mr. Gotpsrern. It is my understanding that Mr. Sweeney brought 
the General Motors directive back for the signatures, and they in- 
quired of Mr. Sweeney as to where the other four were. 

Mr. Corr. I couldn’t say as to that. 

Mr. Goupstern. You think somebody else could tell us whether or 
not Mr. Sweeney brought it back ? 

Mr. Corr. Mr. Sweeney himself might know the person to whom 
he brought it. I couldn’t say. 

The CHarrman. Is Mr. Sweeney in the room ? 

(There was no response.) 

Mr. Krattnc. There was a considerable amount of testimony here 
— Mr. Sweeney at the last hearing. Are you familiar with 
that ¢ 

Mr. Core. No; I am not, sir. 

Mr. Kratrne. What is Mr. Sweeney’s background ? 

5 Core. I will be glad to speak on his activities in connection with 
this. 

Mr. Kratine. What is his background? Is he a civil servant or is 
he in business ¢ 
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Mr. Cote. I believe he is a civil-service employee. He is an experi- 
enced steel man who worked largely in the forging division of the 
steel business. He is now employed in our Forge Section. His in- 
terest in this came out of the fact that the General Motors problems 
involved steel supplies for forge shops. Sweeney was familiar with 
many of the forge shops involved, and in the development of these 
directives he checked with many of these forge shops to substantiate 
the plea of General Motors that they needed steel. We went through 
that activity to make sure that we weren’t being imposed on and 
weren't providing steel that wasn’t definitely needed. 

Mr. Keattnc. What is Mr. Sweeney’s official title ? 

The Cuamman. He is in the Iron and Steel Division, isn’t he? 

Mr. Cotx. I don’t think he has any title. He is an employee in the 
Forge Section. 

Mr. Keating. He seems to know quite a lot about these papers that 
were signed. Did you know that he knew something about that? 

Mr. Corr. He couldn’t help but know. He was taking part in the 
development of these. 

Mr. Keattne. There has been testimony here that Colonel Knight 
kept calling him to ask where those papers were? Did you know that? 

Mr. Core. No, sir. 

Mr. Keattna. Did you know that Mr. Sweeney finally told him that 
the papers had gone back to Colonel Knight’s division ? 

r. Cote. No, sir; I know of no conversations between Colonel 
Knight and Sweeney. 

Mr. Keatine. Were there ever any conversations in which the loss 
of these papers waz brought to your attention ? 

Mr. Corts. It was brought to my attention, if I can recall rightly, 
about the time the second set came up. And it came to me, we just 
signed this a few days ago or a week ago. What isthis? The answer 
then was that there was a loss and this was a duplicate set. 

Mr. Keatine. And you went ahead and signed it ? 

Mr. Coreg. Yes, sir. 

Mr. Keattna. Was there ever any other conversation between you 
and Colonel Knight’s division about the loss of these papers? 

Mr. Cote. I don't recall any. 

Mr. Keatrne. When you sign these, do you put them in an out- 
basket ? 

Mr. Coreg. I put them in an out-basket and my secretary routes 
them. 

Mr. Keatine. Did you talk to your secretary about the loss of these 
papers ? 

Mr. Cote. Yes, sir; I have talked with everybody, and nobody has 
any idea of where they can be. 

Mr. Keatinea. Neither the first nor the second ? 

Mr. Corz. The second set, I understand is available. I saw it 
yesterday. 

Mr. Goupstetn. That was the set that was promised this morning to 
the committee at 9 o’clock and which has not been delivered as yet. 

Mr. Keatina. Does anybody have that anywhere in the room? 

Mr. ALEXANDER. May I say something? 

My name is John Alexander. I am in the Legal Division of NPA. 
I am told that the papers you spoke of are in the hands of a messenger 
who was sent to the room next door. Why they were delayed I don’t 
know. 
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Mr. Keattnc. Have they been lost again ¢ 

Mr. ALexanper. I don’t know. » 

The Cuamman. Can you identify the messenger? You might go 
outside and see if he is there. 

Mr. ALexanper. We have been trying to keep in touch with him. 

The CLerk or THE Suscommirrer. Here they are. 

Mr. Gotpsrerx. Mr. Cole, you may remember I asked you, when 
Mr. Morrison came to you after Electromotive got the relief ¢ 

Mr. Core. Yes. 

Mr. Gotpste1n. On page 43 of the record of Monday afternoon Mr. 
Morrison said as follows: 

Now, I cannot give you the date, but toward the end of March, I personally 
called on Mr. Cole to inquire as to the status of this interim relief and was 
advised that it was not being held in his office. 

Now, when you talked to Mr. Morrison at that time did you indicate 
to him that if he presented the proper evidence, you would provide him 
with a directive just as you had provided for General Motors? 

Mr. Cots. No; I don’t believe I made any such plain statement to 
him. 

Mr. Gotpsrern. Did you indicate anything of that sort? 

Mr. Core. My last talk with him, as I recall it, had to do with the 
approval of this priority regarding assistance for that program. And 
if there was any discussion between us about individual item directives 
1 can’t recall it. 

Mr. Gotpstern. Did you get the impression that Mr. Morrison was a 
little concerned with a was going to happen to Baldwin? 

Mr. Cortz. Yes. He was concerned about not being able to get 
more steel. That is my general impression of most people that come 
down there. Everybody that comes down is unhappy about this steel 
situation. We had no feeling—and he certainly in his conversations 
with me didn’t present me any satisfactory evidence—that the Bald- 
win plant was in danger of shutting down for lack of steel. 

Mr. Goupstern. Did he indicate to you that he had supplied any 
evidence to Mr. Glenn or that Mr. Glenn’s office was able to approve 
the request for a DO? 

Mr. Coix. That was evident that he had, and the request for a DO 
had come up to us and we concurred in it. 

Mr. Gotpstern. In other words, you did not think that Mr. Morri- 
son had a very serious situation ¢ 

Mr. Core. That is right, based on any evidence that came to me. 

Mr. Stevens. Mr. Cole, did Mr. Morrison just come to you generally 
about the steel shortage or did he come to you specifically about these 
lost papers / 

Mr. Cox. I don’t recall having any discussion with him about the 
lost. papers. 

Mr. Stevens. That was the purport of his testimony on Monday, 
that he was trying to track down that particular request. 

Mr. Cote. Our discussion was in rather broad terms. They needed 
steel and they wanted more. But there was no supporting background 
to show that “if we don’t get this steel we are going to shut down.” 

Mr. Keatinc. There was not any such evidence relating to General 
Motors, was there? 

Mr. Corx. There was to me. 
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 aeacgata That they were going to shut down in a couple of 
weeks 

Mr. Coxe. He didn’t say a couple of weeks, but they would shut 
down sometime unless these forge shops were provided with steel. 

Mr. Keating. Sure. Any of them would shut down. But you 
said in answer to counsel’s question that Baldwin didn’t say they 
would shut down in a week or two. 

Mr. Core. If you are going to hold me to that week or two you 
are right. I would like to withdraw that week or two and leave it as 
any open time. 

Mr. Keatina. In other words, General Motors looked to you to be 
a more serious situation than Baldwin? 

Mr. Core. It certainly did, as far as I was concerned. That was 
my judgment. 

Mr. Keatrnc. Do you know where these papers were that were just 
delivered to this subcommittee this minute ? 

Mr. Corr. I don’t know of my own knowledge. I have heard state- 
ments made as to where they were. 

Mr. Keatinc. Were they found in your division? 

Mr. Coir. No, sir. 

Mr. Keatrnc. In Colonel Knight’s division ? 

Mr. Core. I understand they were found in NPA. And there are 
people here that know about that. ; 

Mr. Keating. Somebody is going to testify about that? 

Mr. Core. You will have testimony. I don’t know of my own 
knowledge. 

Mr. Keating. Were the only two places where they should have 
been, in the Lron and Steel Division or the Transportation Equipment 
Division? 

Mr. Cotx. They could have been in four or five places. They could 
have been in the Steel Division, they could have been in the Aluminum 
Division, they could have been in the Copper Division, they could 
have been in the Transportation Equipment Division, or they could 
have been in the Priorities Issuance Division, or they could have been 
in some higher office where they might have been sent for some higher 
review. There was quite a lot 

Mr. Goxtpsretn. Did the General Motors papers have to go to a 
higher review, the General Motors directive? 

Mr. Core. It had to go to the Priorities Issuance Division for 
approval, 

Mr. Stevens. When you gave your approval to the General Motors 
request you were convinced that they were in urgent need of steel ? 

Mr. Cote. Yes, sir. 

Mr. Stevens. And no similar showing had been made as to the other 
companies, as I understand. 

Mr. Corr. Except in the case of Baldwin. 

Mr. Stevens. But when you made the determination as to General 
Motors, was it on an individual basis, or did you make it only after 
considering evidence relating to all the other companies? 

Mr. Core. Well, I would have to answer that by saying consid- 
eration based on their individual problem. 

Mr. Srevens. So that if the other companies were under the im- 
ression that they had already adequately presented their case to the 
Railroad Equipment Division, you would not have taken that into 

consideration ¢ 
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Mr. Corr. No. And furthermore I will say this: That we have 
not operated on full acceptance of the advice of the Railroad Trans- 
portation Equipment Section. I feel that we know a little more about 
the steel business and the problems involved in issuing directives than 
they do. And also I think, in some case, we are familiar with the need 
of consumers and the ability of these fabricators to consume steel. 
Most of us in the Steel Division have been in the business a long time. 
We know these companies, we know how much steel they can consume. 

Mr. Stevens. Mr. Morrison testified that it was his impression— 
apparently he has dealt with NPA at some length—that it was proper 
for a businessman in his position to try to get his relief granted by 
going directly to the Railroad Equipment Division, Mr. Glenn's 
office. 

Mr. Corr. That’s right. 

Mr. Srevens. And after your testimony you don’t think that that 
division is really capable of making the proper allowances? 

Mr. Cote. I wouldn’t go so far as to say that. 

Mr. Stevens. At least they would not have the final say ? 

Mr. Cote. Yes; I will agree to that. 

Mr. Srevens. But he, apparently through being misinformed, made 
a mistake in presenting his case only to them ? 

Mr. Corz. Well, I wouldn’t know whether he made a mistake or 
not. As far as I know he hasn't shut down in his plant. 

Mr. Srevens. At least, if he had a case which was as good as the 
General Motors case, as the people in Mr. Glenn’s section said, you 
think he made a mistake in not also presenting his case to you? 

Mr. Cote. That is perfectly right; yes, sir. 

Mr. Wurson. You say he didn’t shut down? 

Mr. Corr. That’s right. 

Mr. Wuson. Mr. Morrison testified here before—did you hear him 
testify ? 

Mr. Coir. No, sir. 

Mr. Wirson. That they did not build 45 Diesel locomotives that 
they would have built if they had had this steel. Did you know that? 

Mr. Corr. That happens all over the whole steel industry. All of 
these steel fabricators could have built more equipment if they had 
of had more steel. That is a national situation. There isn’t enough 
steel to give everybody enough to keep them at the increased capacity. 

Mr. Witson. The transportation industry is one of the most im- 
portant in this country, isn’t it? 

Mr. Core. Yes. 

Mr. Witson. To the civilian economy as well as our mobilization 
program ? 

Mr. Corr. That’s right. 

Mr. Wiutson. We must have transport, or we don’t have anything. 

Mr. Cote. Wesuredo. But may I say this: We have to have ships, 
we have to have guns—there are a great many things in a defense 
program that are made out of steel, and there isn’t enough steel to 
maintain all of these manufacturing industries at these high rates, 
even the important ones. There has got to be a relative determination. 

Mr. Wirson. But that still doesn’t justify the loss of an application 
sent in to you? 

Mr. Core. No. 
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Mr. Wutson. And granting one of the applicants more steel than 
he wants and denying the re So by losing the applications or some- 
thing else—that is a pretty loose, inefficient operation, isn’t it ¢ 

Mr. Corr. It sure is. It is inexcusable. The loss of those papers 
is inexcusable. I have no brief for that. 

The Cuarrman. In addition thereto there was sent to you on the 
date of April 5 a complaint from Colonel Knight’s office which was 
signed also by Mr. Glenn. You are familiar with that? 

Mr. Coug. No, sir; I am not. As far as I am concerned that is 
another lost paper. I had no such communication on April 5. I am 
told that such a memorandum was addressed to Mr. McCoy with a 
copy tome. It never came to my attention. 

The CuHamman. It never was brought to your attention although 
it was addressed to you? 

Mr. Core. I can find no such memoranda. 

The Cuatmman. Let me read portions of it to see whether or not 
the import reached you in some other way. 

This is a memorandum to Mr. McCoy, copy to M. W. Cole, dated 
April 5, and it was signed by Colonel Knight 

Mr. Gotpstre1n. If I may interrupt, sir, after talking to Mr. Glenn 
yesterday, my understanding is that Colonel Knight had the authority 
to sign Mr. Glenn’s name, and Mr. Glenn’s name appeared on the 
copy which went out from Mr. Glenn’s office. 

The Cuamman. Here is what the complaint states: 


This office has received several complaints regarding an alleged effort directed 
by some member of the locomotive building industry to obtain an advantage over 
other builders engaged in the same work. 

Specifically we have the interim relief program, now amounting in value of 
about $60,000,000. Under this plan, we filed requests for relief covering six 
builders. After some delay we received copies of an allocation of some 2,663 tons 
of material for one of the builders, who is the largest in the entire industry. We 
forwarded to proper authority an inquiry regarding the balance for the others, 
and we were informed that the papers were lost. 

After a lapse of 2 weeks of search, we again placed copies for circulation 
through the respective authorities, but at this time nothing has been done about 
it as far as this office can ascertain. This places this office in a very embarrassing 
position. 

During the month of February 1950 this builder above referred to had an 
output of locomotives which was the highest in its history, while the one plant 
of General Electric laid off over 400 men, due to material shortages. 

Upon our application for temporary relief for General Electric, we were turned 
down by the Plate Section of the Steel Division. 

From the above it is certain that the act creating NPA will be seriously inter- 
fered with or it might be entirely circumvented through pressure being placed 
upon the organization by those who would try to escape some of the provisions 
in the act. 

It therefore appears imperative that some declaration of principle be initiated 
at once by those in authority in order to improve morale and efficiency and 
insure the support of those who are charged with the duty of carrying out the 
NPA regulations. 

Evidence in support of the foregoing statements can be supplied if deemed 
necessary. 

What is your comment on that ? 

Mr. Corr. I would like to say that I received on my desk Monday 
morning a copy which I have here of a letter from Robert L. Glenn, 
to Mr. Stone, with copy to M. W. Cole, undated and unsigned, and it is 
in substance just what you read. Now, that copy came to my desk on 
Monday of this week. 

The CHamman. When was it dated? 
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Mr. Cots. There is no date on that. 
The Cratrman. No date on it? 
* Mr. Core. There is no date on this. 

The CuHarrMan. Does it read the same as this? 

Mr. Cote. Yes. 

The Cuarrman. And that is the first time you saw it? 

Mr. Corn. Yes. 

Mr. Keatine. Where did it come from? 

Mr. Corr. This was brought in my office by Mr. McShelley from 
the Transportation Equipment. 

The Cuatrman. Did you ever have any conversations with Colonel 
Knight about the contents of this document which he prepared ? 

Mr. Corx. No, sir. Colonel Knight has not discussed this problem 
with me. 

The Cuatrman. Did you have any conversations with Mr. Robert 
L. Glenn, Director of the Railroad Equipment Division, about the 
contents of the statement I read? 

Mr. Cote. Not at all. I just got this letter the day before yesterday. 

The Cuarrman. I mean, did anybody at any time confer with you 
concerning the import or the nature of the memorandum ? 

Mr. _-. You mean as to why General Motors got steel and others 
didn’t 

The CuHarmrman. Yes. Was there any intimation given you of the 
charges made here of favoritism ¢ 

Mr. Core. No, sir. The charges of favoritism in this thing came to 
my attention when I read it in the paper here Monday night. That 
was the first indication I had that anyone had raised that question or 
that charge. 

Mr. Keatrna. Is that paper that you have in your hand identical 
with the one which the chairman read except that it is not signed by 


— 
r. Corx. It isn’t signed by anyone and it isn’t dated. It is ad- 
dressed to Mr. Stone. 

Mr. Gotpstern. He took Mr. McCoy’s place? 

Mr. Coxe. Yes. 

Mr. Keatrne. Is it a carbon copy or an original ? 

Mr. Cote. It is original typing. 

Mr. Keatina. Does it have a typed signature? 

Mr. Corz. It is from Robert L. Glenn. 

The Cuarrman. What did you do when you received it on Monday? 

Mr. Corr. On Monday I kind of wrenches my head and said that 
as far as I was concerned somebody had drawn improper inferences 
or incorrect inferences as far as I was concerned. 

The Cuatrman. As far as you are concerned ? 

Mr. Coreg. Yes, sir; as far as I am concerned I have no feeling of 
favoritism whatever in this. 

Mr. Keattna. Mr. Chairman, I request that the paper which the 
bao has produced be marked. I think it might be placed in the 
record. 

The Cuatrman. Yes. That will be received in the record. 

(The document is in the files of the subcommittee. Its contents 
may be seen in exhibit 3, supra, p. 20.) 

Mr. Wirson. Mr. Cole, if you had been one of these builders and 
filed an application for steel along with four other builders and one 
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was granted and four were not, presuming that all of them needed 
steel equally badly, you would feel like you had been discriminated 
against, wouldn't you ? . 

Mr. Cote. I might. But on the other hand my responsibility is 
quite limited. My authority permits me to take positive action only 
within certain limits and it does not permit me to judge the relative 
essentiality of locomotives against cars, for instance, 40 locomotives 
against 30 cars. That determination is for higher levels to make. 
When somebody is in trouble and needs action we are supposed to 1nove 
in and do something when we are convinced of the need and the evi- 
dence supports it. Everybody in the country wants more steel. 

Mr. Witson. You are talking about the general situation. We are 
discussing something very specific. 

Mr. Srevens. Mr. Cole, earlier, in response to Mr. Keating’s ques- 
tion, I understood you to say that representatives of General Motors 
approached you and attempted to point out to you the emergency 
in respect to General Motors? 

Mr. Corr. Yes. 

Mr. Stevens. Could you identify some of the persons who ap- 
proached you? Was there any formal request nddveensd to you at 
that time with respect to the General Motors needs ¢ 

Mr. Cote. William Nelson. I think he is the vice president in 
charge of their purchasing department. 

Mr. Keatinc. Did you know him before you were in NPA? 

Mr. Cote. Yes, sir. 

Mr. Gotpstetn. Sold steel to him before ? 

Mr. Coxe. Yes, sir. 

Mr. Stevens. Were there other persons ? 

Mr. Cote. Mr. McGowan. 

Mr. Kearrne. Did you know him before? 

Mr. Corr. Yes, sir. 

The Cuamman. What is his position ? 

Mr. Corr. These are all in the procurement division. 

The Cuamman. What is Mr. McGowan’s position with General 
Motors? 

Mr. Cote. He is in the procurement division under Nelson, 

The Cuairman. Did you sell him steel at any time? 

Mr. Corte. The purchasing department bought steel from my com- 
vany. 

; The Cuarmman. That is, from Bethlehem ? 

Mr. Corr. Yes, sir. 

Mr. Bryson. Is he is a vice president ? 

Mr. Cote. I don’t think so; I couldn’t say. 

Mr. Kearine. Had you known Morrison before you went in NPA? 

Mr. Cotx. I may have met him. 

Mr. Keraritne. Had you sold steel to any of the other companies 


before ? 

Mr. Cotx. My company has. I personally have not been active in 
the territories in which they are located. 

Mr. Keatrine. Except for General Motors? 

Mr. Core. That is the only builder that—well, I could supplement 
that a little—General Motors is the only builder where I have directly 


had buying and selling contacts. 
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Mr. Srevens. Is Fairbanks Morse located in your general territory ? 

Mr. Cour. Yes; I think they are. 

Mr. Srevens. But you did not have contact with them ? 

Mr. Coxe. No. 

Mr. McCutiocu. Is Baldwin in your territory ? 

Mr. Corx. Part of them. The Lima operation is, but not the 
Eddystone. 

Mr. Srevens. Were there other persons from General Motors who 
approached you directly ? 

r. Corr. No. The only people that we discussed this problem 
with were those in the procurement department, Nelson, McGowan, 
and Fogarty; William Fogarty. 

Mr. McCuttocn. Those were verbal conferences ? 

Mr. Cote. Yes. They were on expediting missions down here. 

Mr. Goupste1n. Did they submit any evidence in writing to sub- 
stantiate their oral statements? 

Mr. Coir. They submitted detailed documents on items and the 
people and the forge shops, the suppliers whose steel problems were 
such that their production was endangered. 

Mr. Kerarrne. Those papers are in your records now ¢ 

Mr. Corr. I have to assume that. They must be. I would take a 
chance now. They must be there. 

Mr. Keatine. Where did. you meet with them? In your office? 

Mr. Coz. Well, in my office and around the desks of those of our 
iron and steel staff that were working on the individual problems. 
There were four of us really that actually engaged in the details of 
that. There was Mr. Rankin, who was our Carbon Base Section Chief, 
Mr. Boylan who was our Alloy Bar Section Chief, and Mr. Sweeney 
and myself. And we worked together as closely as we could. And 
those men checked out with the mills and the forge shops involved and 
the General Motors representatives to make sure that this was a bona 
fide case before they got any of this steel. 

Mr. McCutzocn. Mr. Cole, is it your opinion that the requirements 
of the other builders other than General Motors were as well docu- 
mented as the requirements of General Motors? 

Mr. Corr. I would say they were not. 

Mr. McCu.iocu. Did that have any bearing on your ultimate de- 
cision ¢ 

Mr. Coiz. Yes; it probably did. If you don’t have as clear cut a 
ene or as satisfying evidence of the details of the problem, you 

on’t exericse, you can’t exercise as full judgment. 

Mr. McCutiocu. As a matter of procedure and of general interest, 
do you think personal contact has a material bearing on material pro- 
curement in your section ? 

Mr. Cote. I would say “No,” sir. 

Mr. McCutiocn. You wouldn’t advise as a general rule, then, that 
if there are industries that are having difficulty in procuring material, 
for them to personally contact you and others in your Division ? 

Mr. Core. Well, I can speak for myself. As far as I am concerned, 
: am glad to see an old friend, but he doesn’t get anything on that 

asis, 

Mr. McCutso60ex. The cold documentary evidence is what finally 
makes up your mind ¢ 

Mr. Cote. I would like to follow that practice; yes, sir. 
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Mr. Bryson. It wouldn’t do any good for a Congressman to accom- 
pany them? 

Mr. Corr. Oh, yes; sure. [Laughter.] 

Mr. Bryson. I want the record to show that. 

Mr. Goupsrern. Mr. Cole, I have a series of questions. I would 
like to clear up this General Motors angle. Did any superior of yours 
in NPA concur or direct you to give this special form of relief to 
General Motors? 

Mr. Coxe. No, sir. 

Mr. Gotpstern. Could you issue this directive on your own initia- 
tive? 

Mr. Cote. This was initiated and was developed and considered and 
recommended by us; yes, sir. 

Mr. Gotpstern. Mr. Chairman, as a side issue I would like to indi- 
cate for the record that the exhibit which has been introduced at Mr. 
Keating’s request which was received on Monday by Mr. Cole states 
on it “Senate investigation on this this a. m.” 

Mr. Coxe. I think that is why they sent it up to me. 

Mr. Goupstern. All right, sir. 

Mr. Cote. Apparently someone knew that letter was written 

Mr. Bryson. Apparently the Senate has lost some papers, too. 

[ Laughter. ] . 

The CuHarman. Who wrote this pencil notation, “Senate investi- 
gation,” and so forth, on this? 

Mr. Coxe. That was on it when it landed on my desk. 

The CHarrman. You don’t know who wrote it / 

Mr. Corr. No, sir; I don’t. 

The CHarrmMan. You take it that that was put on your desk because 
of the investigation being conducted by this subcommittee ? 

Mr. Corr. I would assume so; yes, sir. 

The Cuarrman. Did you ask for it? 

Mr. Cote. No, sir. 

The Cuamman. In other words, somebody felt that you should 
have information of that character, because it involves a copy of the 
communication that you were supposed to have received away back 
on April 5. 

Mr. Coxz. I would say that is probably right. 

The CHatmrman. You don’t know who put it on your desk? 

Mr. Corr. Yes. Mr. McShalley put it on my desk from the trans- 
portation equipment, one of Mr. Glenn’s staff. 

2 = Keating. Did you say anything to him when he came to the 
es 

Mr. Corez. I don’t recall I was at my desk when it was laid there. 
I passed him later, and as I recall he said, “Did you get that letter?” 
And I think the comment was, “You will probably need it.” That was 
the first I knew about it. 

The Cuamman. That was your first knowledge of the matter? 

Mr. Coz. Yes, sir. 

The CHarrman. Did you do anything in connection with it when 
you received it? 

Mr. Core. I couldn’t take it up as to the date that you mentioned. 
There was no date on it. But now it is identified as substantially the 
same document. It is addressed to Stone. , 
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Mr. Bryson. Evidently the person who made that notation was 
confused as to whether it was the House or the Senate conducting the 
investigation. 

Mr. Corr. Apparently so. 

The CuamrmMan. Somebody changed this memorandum, because the 
original memorandum was addressed to Mr. McCoy. And this is 
addressed to Mr. Stone. And in part, as you see, Mr. Stone has 
succeeded to some of the jurisdiction heretofore held by Mr. McCoy. 

Mr. Cox. That’s right. 

Mr. Keatrne. But on April 5 Mr. McCoy was holding down that 
job ¢ 
Mr. Core. I don’t know what that date of change was. It was 
thereabouts. 

Mr. Keatine. Who put the ink notations up at the top? 

Mr. Cox. I couldn’t answer that, sir. 

The CuatrmMan. Were they on there when it came to you? 

Mr. Corz. Yes, sir. The only thing that wasn’t on there when I 
got it was that little date on there which shows when I got it, 5-21. 

Mr. Gotpsretn. Now, there are several things puzzling me, Mr. 
Cole, that I would like you to straighten out for us. First of all, 
when you received the application for interim relief for the companies 
other than General Motors, you apparently were willing to abide by 
the staff work of the Transportation Equipment Division to the extent 
of at least approving them for DO ratings. 

Mr. Cote. Yes, sir. 

Mr. Gotpstr1n. So there must have been some need—we can assume 
there was need among the four companies, although a difference of 


om as to whether there was a real poous-, wrap 


r. Cox. Yes, sir; the degree. I couldn’t judge the degree but I 
could judge the emergency. 

Mr. Gotpstern. One thing that I would like to clarify is just what 
sort of channels there are in NPA. I think this may be confusing to 
the locomotive builders and a few other people. I have alluded to it 
before in the sense that I have pointed out that Mr. Glenn’s staff is 
made up of engineers with railroad backgrounds, people who know 
the railroad industry. Now, is it your statement that you have an 
equivalent staff in your office which is able to supersede the con- 
sidered judgment of trained engineers in the Railroad Equipment Di- 
vision as to the emergency status of General Motors vis-a-vis the other 
companies ? 

r. Cote. No; we have not got the equivalent of a locomotive engi- 
neering staff. We have some of the steel men, though, that know the 
requirements pretty well. We understand the language of the loco- 
motive steel requirements. We can be shown the need and be con- 
vinced of the need when it exists. 

Mr. Gotpstrrn. In your experience, you have already testified, the 
one builder you know anything about is GM, because they are the 
only ones you ever sold to? 

Mr. Corr. Well, they happened to be located in the territory; I am 
in this business and they are in it. 

Mr. Gotpstern. All right. But do you have similar knowledge of 
ve ay and Fairbanks Morse and General Electric and the rest of 
them 

Mr. Cotx. No, sir; I don’t. 
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Mr. Gotpste1n. So what is there is your experience and background 
and training which provides you with such knowledge as to overcome 
the considered judgment of the engineers in Mr. Glenn’s office? 

Mr. Core. Well, I wouldn’t say that I attempted to overcome it. 
But I insist that they satisfy my judgment on the situation. 

Mr. Goipsre1n. But you did more than that. You went over and 
above it and issued a directive, which is something more than a DO. 

Mr. Coir. You mean General Motors? 

Mr. Gotpstetrn. Yes. 

Mr. Core. Well, to me I had confirming evidence of their difficulty. 
I didn’t have confirming evidence of the same degree of hardship or 
emergency in the others except to the extent that Baldwin satisfied 
my feeling. 

r. Gotpstern. That was on another matter. Let us not confuse 
that. 

Mr. Core. Well, I can’t agree with that. It was all in the same 
bundle. 

Mr. Gotpstern. But that specific steel was needed for 45 locomotives 
that Mr. Morrison could not build that was not taken care of by 
anybody else. Mr. Morrison has so testified. He lost 45 locomotives. 

Mr. Cote. I couldn’t say as to that. I do know this, that the loco- 
motive industry presented a request to NPA for sufficient steel to 
build 433 locomotives—— 

Mr. Gotpstrern. But we are talking about 45 he lost that he would 
have gotten if the interim relief that was requested in these two sets 
- err applications had been granted. That has not been made up, 

as it 

Mr. Cote. Not to my knowledge; no. 

Mr. Gotpste1n. Now, if I am a locomotive builder and I have a 
request to make of NPA—I mean, I am a complete greenhorn, and I 
want to know where I have to goso that they will take care of me. 

Mr. Core. If you want sufficient steel to build 44 locomotives you 
will have to go to someone in NPA who has to do with programing. 

Mr. Gounsretn. This request for steel for 44 locomotives, to whom 
do I take that? 

Mr. Corr. To the Transportation Branch for this program commit- 
tee. I have no authority to issue steel on a programing basis or to 
initiate it out of my office. 

Mr. Goipstern. But you did in fact initiate it directly. 

Mr. Core. Not for 44 locomotives. I issued a directive to keep a 
plant from shutting down. That is emergency action that I am 
supposed to carry out. 

r. Gotpstern. When you approved this directive for General 
Motors instead of a DO, did you call Colonel Knight or the members 
of Mr. Glenn’s staff and say to them, “I of my own knowledge know 
that the emergency is so great that I think they ought to have a direc- 
tive instead of a DO?” 

Mr. Cote. I can’t recall specific discussions. I mean, we had dis- 
cussions about this during the time we worked on it, about 3 or 4 
weeks; and I am sure my men had discussions with Transportation 
Equipment Division; and I am sure the General Motors representa- 
tives had discussions about their need. 

Mr. Gotpstern. We are sure of that, too. But the point is, when 
you signed this directive instead of a DO, did you also ask Glenn’s 
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division whether or not they had evidence which would substantiate 
a directive instead of a DO? ’ : 

Mr. Corr. Well, I don’t believe I did ask that specific question. 
However, it required their concurrence before it was operative. It 
required their concurrence in that section, and their concurrence was 
given. In fact, on part of the tonnage they initiated the action and 
we concurred, 

Mr. Gotpste1n. But the point that I am not clear on is, did you make 
any inquiry of the Transportation and Equipment Division for the 
purpose of ascertaining whether or not there were any facts justifying 
a directive for the other four companies ? 

Mr. Corz. I would say “No.” I did not pursue or seek to definitely 
establish that there was an emergency. When emergencies arise I 
have found in the Steel Division t rey usually seek us out. We don’t 
in our busy days down there really have to go out looking for emer- 
gencies. They come to us. 

Mr. Keatine. Colonel Knight testified that when his name was put 
on this paper to concur, it was more or less routine. 

Mr. Coxe. I don’t know that Colonel Knight’s signature carries any 
concurrence—— 

Mr. Gotpsretn. Mr. Glenn’s signature. 

Mr. Coz. Yes. 

Mr. Keatine. What does Mr. Glenn’s signature mean when he puts 
it on the paper? 

Mr. Core. That he concurs in that action. 

Mr. Keatine. On a purely emergency action ? 

Mr. Cote. Yes, of the kind that is described in the document that 
he signs. 

Mr. Keatine. Whose responsibility was it to see to it that a fair 
break was obtained for the other manufacturers of locomotives as well 
as for General Motors? Was that the responsibility of your division 
or of his division ? 

Mr. Corr. What is a fair break? <A fair break, if you want to put 
it in that term, must be based on an established plan or program. 
So that if there is a program that provides steel on a broad industry 
basis so that everybody gets a proportionate share you get a fair 
break. That had not been done. 

Mr. Keatine. They do not get a proportionate share under the plan 
that is in operation now, do they ? 

Mr. Corr. Not on any basis of proportionate share ; no. 

a Keatinc. Not with a directive sent out to one manufacturer 
only 

Mr. Coie. On an emergency basis; yes, sir. 

The Cuatrman. Isn’t the emergency also a national emergency ? 
They then needed locomotives, and still need them, don’t they? 

Mr. Corr. There is no question about that. It is a matter of degree 
and of determination as to how the available supply may be dis- 
tributed among the most essential. 

The Cuatrman. Were these 44 locomotives that were lost to Bald- 
win, that Baldwin couldn’t build, were they not lost to the Nation ? 

Mr. Core. I think if they were lost they were probably lost forever. 

The Cuarmman. They are lost to the Nation. Baldwin couldn’t 
build them. 

Mr. Core. No doubt about it. 
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The CHarrman. So that in the general emergency, the national 
emergency, the United States lost the building of 44 locomotives? 

Mr. Cote. That’s right. May I comment on that ! 

The CHarrman. Yes, sir. 

Mr. Cote. To provide that steel for those 44 locomotives would 
have required action on my part that took steel away from someone 
else ; I don’t know what. 

Mr. Gorpsrern. But you did approve that by approving a DO. 
You were going to give them a chance to go out and hunt the steel 
by giving them a DO. 

Mr. Core. Yes, sir; a DO establishes a degree of essentiality for a 
limited amount of tonnage that they could go out and obtain within 
the limited times that are described in the DO. That was my basis 
for recognizing the importance for this reduced amount of steel. 
Understand, our second set of papers cut down their demands from 
20,000 tons to 5,000 tons. 

The Cuamman. A DO isn’t worth very much, is it? It is less than 
a directive, is it not? 

Mr. Core. Well, it is a priority that the military work under. 

Mr. Bryson. It isa kind of a hunting license, isn’t it? 

Mr. Corr. Well, I have different ideas than some people on the value 
of the DO. A DO isas valuable as the supply of the product involved. 
We have not yet reached the fine degree of analysis of the steel needs 
of this Nation yet to balance the DO demand against the supply prod- 
uct by product. 

Mr. Wirson. But you believe, Mr. Cole, in times of scarcity of steel, 
where the Congress passes a law to control the emergency and to per- 
mit governmental agencies to give priorities, that each applicant must 
be treated on the same fair and impartial basis, don’t you? 

Mr. Corr. I agree; surely. But also, in my operation such as the 
Government runs to take care of the emergency needs of the complex 
industry of this country, there isn’t any system that will work. 

Mr. Wirson. But we should consider all applicants on the same 
basis. Of course, there are degrees that you have got to consider. 

Mr. Cots. I agree with you. But I am talking about the activities 
that I carry on in my office. I don’t have the discretion to determine 
how many locomotives shall be built. 

Mr. Wirson. I agree with you. 

Mr. Core. But I do have the responsibility of meeting emergency 
needs. 

Mr. Keattna. But in meeting these emergency needs isn’t it a part 
of your responsibility to consider whether, in order to meet them, it 
will require an unusual drain on the steel and take it away from other 
manufacturers ? 

Mr. Corr. Yes, sir. I have to measure that. 

Mr. Keating. And did you measure it in this case? 

Mr. Corr. You are darn right. 

Mr. Keatinc. And in reference to measuring it, what other manu- 
facturers did you contact to find out how much of a drain it would 
involve upon their production of locomotives ? 

Mr. Coir. There is no way of carrying that out to that fine degree. 
When you issue a directive you make the best estimates you can, based 
on the suppliers, the companies that are involved, and the character of 
the product. For instance, alloy steel, which is one of the big items in 
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this, alloy steel is a most important item in the building of defense 
equipment, guns and tanks. You know and I know when we issue 
this directive on General Motors that we might be creating a conflict 
on some mill schedules on alloy steel. Iam sure Mr. Boylan, our alloy 
man, talked with the mills involved and raised those questions. 

Mr. Keartne. They weren’t raised directly by you, they were raised 
by others in your division ? 

Mr. Cote. That’s right, to the extent that you can come to the 
opinion as to what the impact, the effect of such a directive would be. 

Mr. Keatrne. And in order to advise you they would have talked 
with other manufacturers ¢ 

Mr. Core. Not with other manufacturers; with the steel mills in- 
volved. 

Mr. Keatinc. With the steel mills involved ¢ 

Mr. Cote. Yes, sir; and make the arrangement for the insertion of 
these items in their schedules. 

Mr. Keatine. But how would that meet the problem of the impact 
of such a directive on other manufacturer production of locomotives ? 

Mr. Corr. We really wouldn’t be able to measure that, sir. 

Mr. Keatrne. In other words, do I understand that you, in deter- 
mining whether or not an emergency situation exists, reach that deter- 
mination without regard to the effect which your decision may have 
upon the production activities of other competing manufacturers? 

Mr. Coir. To some degree you are absolutely right. That is inevita- 
ble in the issuance of directives. 

Mr. Keating. Allright. Is'there any other place in the NPA organ- 
en where such a determination must be made before a directive 
issues / 

Mr. Core. No, sir; there isn’t. Determinations of that kind involve 
too fine a degree of information and consideration to ever be the basis 
of determinations. You are cutting the thing too fine. You have to 
do it on an item-by-item basis, almost, with the information involved 
and find out whether his production can absorb, we will say, a hundred 
tons of this item without too much of a shock. Is he going to have 

ood production this week or next week, and if so, can he handle this 
undred tons without redrafting his schedule? That is about as far 
as we go. 
nie Misinees, But that does not meet the problems of other manu- 
facturers engaged in similar lines of activity. 

Mr. Corr. There is a chance of conflict there. 

Mr. Keratrne. And the result of that is almost necessarily that the 
manufacturer that can present the most direct picture to you and can 
bring to bear upon you the greatest amount of pressure—I mean 
nothing improper by that statement—he is the fellow that gets the 
priority treatment rather than the other manufacturers? 

Mr. Corz. I think the man in any business that presents his case 
most effectively, in the clearest and greatest detail, naturally is the one 
that is the most convincing, rather than the ones that generalize. 

Mr. Keatine. The others in this case didn’t generalize. There was 
no other contact except with Baldwin. 

Mr. Core. Well, we must not lose sight of the fact that American 
Locomotive was down and wasn’t operating at that period. They 
were out on strike all through that period and didn’t get back into 
operation until late in March. That left two, Fairbanks—— 
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Mr. Keatine. Emerson ? 

Mr. Cote. No. Lima. Part of Baldwin ; General Electric. 

Mr. Witson. In any kind of allotment of scarce material there must 
be some formula, and it is usually based in all of the previous expe- 
rience — a historical basis, isn’t it? Isn’t that really the only fair 
way we have ever arrived at? 

Mr. Coxe. I can’t agree with you. We have to allot steel today where 
there is no historical basis. 

Mr. Keatrne. If they are following a new course then of course they 
have no history. But these people all have histories, don’t they ? 

Mr. Coxe. Sure they have histories. But how many locomotives 
were they building in the base period against the number they want 
to build now? The relationship of the building today to the base 
periods are far apart. 

Mr. Keatina. Weil, they have all increased—— 

Mr. Core. It is in that kind of thing that we have the problems. 

Mr. Goupstern. Mr. Cole, I want to clear up a few more things. 
You said that you sent Mr. Glenn the General Motors directive for 
the purpose of concurrence, and yet his signature appears as initiat- 
ing officer. What you have done is presented him with a directive and 
then asked him to ratify it. 

Mr. Coz. I wouldn’t say that. Glenn’s office and ours have oper- 
ated on a very cooperative and a very understanding basis. If an 
instrument is initiated by us I don’t think that carries any significance 
of that kind. 

Mr. Gotpstern. But at least the record shows that the document 
was sent back to Glenn on which your concurrence and Mr. Rankin’s 
appeared, for signature as the initiating officer. That is the fact, is 
not not? 

Mr. Cote. Yes, sir. 

Mr. Gotpstern. Now, you testified as to American being shut down 
and not going back into production until the end of March. But 
it is true that they couldn’t have gotten steel until the end of March? 

Mr. Cote. I wouldn’t want to say that. I don’t know what Amer- 
ican’s position with their mills and supplies was. 

Mr. Gotpste1n. So that you weren’t familiar enough with that sit- 
uation to make a fair judgment as to American’s production needs 
in that situation? 

Mr. Cote. I can only make a judgment on the information I have. 

Mr. Gotpstetn. Did you make an effort to see that all the informa- 
tion you had was the most complete mformation available? 

Mr. Core. I referred to the transportation equipment and to the 
Steel Division. 

Mr. Goupsrerx. And yet when you made your judgment as to 
General Motors’ needs against the rest of the industry you weren’t 
able to take too much into consideration, and we find that the DO’s 
contain identical language as to the clear necessity for Baldwin’s 
Lima Division, the identical language as used in the directive for 
General Motors. In other words, the words mean nothing. The 
characterization of the emergency in your records is not an adequate 
characterization. 

Mr. Core. I wouldn’t accept that statement as a basis on which 
I would take action without some further investigation or knowledge. 

Mr. McCutxocn. Is not that statement contrary to the statement 
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that you made to me earlier—that your decisions in large part, if not 
in entirety, were based on the documentary evidence supporting the 
uests that came to you? 
r. Cote. I don’t see that the statements differ, sir. 

Mr. McCut.ocn. Well, as I understand the questions from coun- 
sel, it is this: He read some applications that have identical language 
and identical supporting statements. In my question to you earlier 
today I understood you to say that you formed your opinion from 
the documentary evidence which was submitted to you in large part, if 
not in its entirety, and that personal contacts and other considera- 
tions had a less degree in formulating that decision. Now, I under- 
stand in answer to counsel’s question you said that you disregarded 
the statements or that you did not give great weight to them. 

Mr. Cote. I didn’t give full weight to it. I didn’t take it on its face 
value. Those are pretty definite and all-inclusive statements there. 
And I like to have a little more supporting detail before I act on such 
matters rather than 

Mr. McCutzocu. From what source did you get that supporting 
detail ? 

Mr. Core. From the Transportation Division that handles it or 
the Industry Division involved, if any; and from the individual com- 
panies that bring their itemized details of their needs and relate them 
to scheduled production. 

Mr. Gotpstern. Did you advise all the companies that they could 
come in and tell you all about this? You knew that all five of them 
were pending. 

Mr. Corr. They don’t have to be told. We have an open door. 

Mr. Gotpsrerin. Would you advise me as a greenhorn locomotive 
builder to come in and see you instead of Mr. Glenn? Do you think I 
would get off better? 

Mr. Core. I think both would be better. 

Mr. Goxpstern. I notice in the room there are a number of loco- 
motive builders. Would it be better to tell them, “Don’t bother with 
Mr. Glenn but see Mr. Cole” # 

Mr. Core. I think they ought to see both. In fact, if all three of us 
could get together that would be best. 

Mr. Go.pstern. I think the record shows on page 45 that Baldwin 
was under pretty much of a misapprehension, because Mr. Wisner 
says: 

I think we should deal entirely with them— 

Meaning Glenn’s Division— 


but it is only when we get stuck that we try to do it ourselves. It is really their 
function—meaning Mr. Glenn’s group—it is their function to see that we get 
material, just as well as to see that they get the material for other manufacturers, 
just like the car builders or anybody else connected with transportation. 

I think we might even drop Mr. Wisner a note and tell him his 
proper channels under the NPA. 

Mr. Stevens. Mr. Cole, do the regulations defining the operation 
of NPA tell the builders how they should go about getting steel 4 

Mr. Corr. I don’t think there is any. ; 

Mr. Srevens. In other words, it may well be that the regulations 
which cover this whole situation are so vague and ambiguous that the 
builder is pretty much up in the air about what he is supposed to do. 
_ Mr. Core. The NPA grew up fast and it is growing faster now. It 
1S growing so that we can’t build our organization fast enough. 
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Mr. Gotpsrern. You mentioned Mr. Sweeney, Mr. Cole. Do you 
see him occasionally, talk to him, chat with him ‘ 

Mr. Coxe. Yes; occasionally. 

Mr. Goupsre1n. Would you be surprised if I told you that every- 
body down in Mr. Glenn’s office, particularly in Colonel Knight's 
office, were really champing at the bit with Mr. Sweeney and asking 
him what is happening to these GA-3’s and telling him that the posi- 
tion of the locomotive builders is serious and it requires action? Did 
Mr. Sweeney ever tell you about that? 

Mr. Corr. Well, I don’t remember that we had any definite conver- 
sations of that character. I was completely conscious of this locomo- 
tive problem all through the period. I didn’t need to be agitated on 
that. 

Mr. Gorpsrern. If Mr. Sweeney took the time to tell you that the 
people down there are pretty well disturbed about this problem, that 
would be an actual step toward looking into the matter and seeing 
where it leads. 

Mr. Core. You mean disturbed about the action I took in the case 
of General Motors? 

Mr. Gotpsretn. Yes. 

Mr. Cote. My reaction to that would be that if the people in Trans- 
portation felt like that they ought to come in and see me about it. We 
are open all day long. 

Mr. Wirson. Apparently Colonel Knight and his boss tried to do 
that on April 5 by writing a letter. But you didn’t get it. 

Mr. Coir. I didn’t get the letter until the day before yesterday. 

Mr. Bryson. You have a situation there where the departments are 
not in communication with each other. 

Mr. Coxe. I don’t attempt to excuse it, sir. It is inescapable. 

Mr. Krattne. Do you have staff meetings at which the division 
heads all meet together ? 

Mr. Corr. Yes, sir. 

Mr. Keating. Was this ever brought up at such meetings? 

Mr. Coxe. I don’t recall that this particular thing came up. We 
have siaff meetings every time—there is, for instance, a program de- 
termination. Now, we discussed the locomotive-building program in 
our staff meetings along with the others for the months of May and 
June. That was a program determination. After that was made we 
had the job of making available 3,700 tons of steel for locomotives 
in the month of May. 

Mr. Krartnc. Would the contents of the letter of April 5 which 
makes a very serious charge against somebody, would such a subject 
as that come before a staff meeting ? 

Mr. Core. I think if we had had this letter I could have challenged 
Mr. Glenn on it, and I would have sat down and talked it over and 
found out what he was shooting at. 

Mr. Lane (presiding). Would you tell me whether Mr. Glenn and 
your division are in one building or scattered all over the city? 

Mr. Core. At the moment I think we are in one building. For a 
period we were in three buildings. This has been in a state of flux. 
We started in the Commerce Building, and some of us moved into the 
old GA Building and some into the new GA Building. 

Mr. Lane. So your office has been shuffled from one place to an- 
other and the papers have been moved from one place to the other? 

Mr. Corr. Yes, sir. 
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Mr. Lane. So that there was plenty of opportunity for these papers 
to be lost in the shuffle? 

Mr. Core. Yes, sir. 

Mr. Goupstetn. But the General Motors papers did not seem to get 
lost ; they were hand-carried around, and they were finally cleared up? 

Mr. Core. If there is some inference you are making there—— 

Mr. Go.psTEIN. I am just stating a fact. 

Mr. Lane (presiding). Mr. Cole, there are other industries besides 
the locomotive industry that you are dealing with, aren’t there ? 

Mr. Coir. We work with them every day. We work from 8 o'clock 
in the morning until 8 o’clock at night trying to do the best we can. 

Mr. Lane (presiding). And with the limited amount of help that 
Congress gives you in the appropriation ; is that right ? 

Mr. Coir. We have got to have money to support this. Our imme- 
diate problem is personnel. You just can’t get them. We can’t get 
the personnel fast enough to keep up. 

Mr. Keating. There isn’t any question but what the Congress has 
given you enough funds to operate on ¢ 

Mr. Co.r. I am not disputing it 

Mr. Kearine. I just didn’t want the inference to remain in the 
record. 

Mr. Lane (presiding). You have got such a lack of personnel down 
there that you can’t function properly ? 

Mr. Corr. We have got a aac of personnel. I don’t think it 
is the lack of funds. It is the kind of people you need. You need 
stenographers, clerks—qualified personnel to do the work, and you 
can’t get them. 

Mr. Goupsrerx. I wonder if part of your problem really is the 
lack of personnel. I take it that your office feels that it can go further 
in issuing a DO or a directive without having a staff of railroad 
engineering people. Maybe some of Mr. Glenn's people ought to be 
assigned to your oflice for the purpose of assisting you in your judg- 
ment in the allocations for locomotive builders. 

Mr. Cote. I don’t think that is necessary as long as they are avail- 
able for consultation with us. We have quite similar problems with 
all industries. 

Mr. Gotpstrin. Did you consult with Mr. Glenn and say to him, 
“Look, Mr. Glenn, it strikes me that the emergency situation for 
General Motors is such that they have to have a directive instead of 
a DO.” Did you consult with him? 

Mr. Corr. I couldn’t say yes or no. If I did consult with him, 
I would say that it was my judgment that you have got to take 
this action. 

Mr. Gotpsrerx. You didn’t consult with him before you took the 
action ? 

Mr. Corr. I don’t remember specific conversations, but we don’t 
go and do these things on our own without consideration of the 
industry division involved. We may have consulted his opinion. 

Mr. Goxtpsrern. Well, now, let me get one more thing straightened 
out. Is it simpler to get a directive than it is to get a DO in terms 
of the number of channels it has to pass through ? 

Mr. Core. It is not. 

Mr. Gotpsrern. I mean in terms of steps, the number of hands the 
papers have to pass through. 














78 STUDY OF MONOPOLY POWER 


Mr. Cote. I think the paper work is the same. 

Mr. Gotpstern. My understanding, according to the previous testi- 
mony, was that in these requests, these applications, the GA-3’s were 
directed to Mr. Sweeney’s division and then to Mr. Groce’s office for 
final approval ? 

Mr. Core. That would be the natural routing. 

Mr. Gotpstr1n. Now, does anybody else above the Ferrous and Non- 
ferrous Metals Division, before Mr. Groce, look at the papers before 
they are finally approved or disapproved ? 

Mr. Cox. I don’t believe there is, but I wouldn’t be sure of that. 

Mr. Gotpster1n. Would Mr. Groce’s signature or initials appear on 
it? 

Mr. Corr. I think Mr. Groce’s office—and here again I am not 
too familiar with the details—but I think it is a machine signature. 

Mr. Gotpsre1n. Well, we have none of that type of additional sig- 
nature on the GM directive. We have no indication on the directive 
that anyone had participated in the authorization of the directive 
for General Motors other than your office first and Mr. Glenn’s second. 
Is there any other party it would have to go to? 

Mr. Corr. Yes; it would have to go to Groce. 

Mr. GotpstErn. So that this paper which gave the directive to Gen- 
eral Motors went incorrectly because as we have information on the 
steps—it was apparently dictated by people in your office, and the 
directives to the steel companies indicate that Mr. Rankin actually 
dictated them. ‘Then it went back to Mr. Glenn for initiating 
signature and then to the higher authority for final approval. 

Mr. Core. If it was initiated in our office it would go to Glenn 
for concurrence, and if there was no question in our mind calling 
for review at a higher level it would go to Glenn’s office. 

Mr. Gotpsre1n. Would Glenn send it to Groce or would he give it 
back to you ? 

Mr. Core. It would probably go directly to Groce. Having my 
signature on it, it wouldn’t come back to me. 

Mr. Goupsrern. So that actually the directive didn’t have to go 
through any more steps, through any more hands than the DO theo- 
retically should go through. In other words, the same hands are 
involved in the disposition of the lost double set of DO’s as of direc- 
tives. 

Mr. Corr. Not in the General Motors tonnage. 

Mr. Gotpstern. Is there some difference in that ? 

Mr. Cote. No. The General Motors directive involves steel. The 
DO application involves steel, copper, and aluminum, and they were 
all in the same document. That is why they had to be routed through 
those other divisions, for concurrence of the steel, copper, and 
aluminum. 

Mr. Goxtpsrern. But basically they are all in the Metals Division, 
in Ferrous and Nonferrous Metals? 

Mr. Cote. Yes. 

Mr. Gotpstern. You have the metals, you have the Transportation 
and Equipment Division, and Mr. Groce’s office. Those are the only 
three areas that the papers normally go through, either the DO's 
or the directives ? 

Mr. Core. I think I am right on that. 
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Mr. Srevens. Mr. Cole, counsel is talking about the Metals Division. 
There are separate offices for copper, steel, and aluminum ¢ 

Mr. Coxz. Yes. 

Mr. Srevens. So the DO would have to go—in other words, it would 
be possible that the DO’s could have been lost in a Nonferrous Metals 
Division, but that wouldn’t have been possible in the case of the 
directive ? 

Mr. Cor. That’s right. 

Mr. Gotpstern. I am perfectly aware of that possibility, but what 
I wanted to understand was that in our search for the missing docu- 
ments we should then limit our inquiry first to Mr. Glenn’s outfit, 
which disclaims having them in their possession; secondly, as to just 
what part of the metals—in other words, to determine whether or 
not any of Mr. Sweeney’s group have them; and finally, Mr. Groce’s 
office. 

Mr. Core. That’s right. It should be somewhere in those various 
places. 

Mr. Kratina. There is a possibility, as he pointed out, that they 
might have gone up to higher authority and they might be in the Ad- 
ministrator’s office. 

Mr. Core. Well, in some unusual circumstances that might have 
happened. 

Mir. Goupstetn. Did the General Motors papers have to go through 
those unusual circumstances ¢ 

Mr. Corse. As far as I know they went through the routine channels. 

Mr. Gotpsrern. I have no further questions. 

Mr. Keatrne. You called that signature by the Administrator a 
machine signature. What is that? 

Mr. Core. That is the term they use. I think it is some sort of an 
automatic signature machine that puts the official signatures on these 
documents. 

Mr. Keating. So that nobody in those administrative positions 
‘reviews the documents and exercises discretion ? 

Mr. Corr. I couldn’t say as to that. Iam not familiar enough with 
the operation of the Priority Issuance Office. 

Mr. Keatinc. Was it Bill Nelson that you have communicated with 
about General Motors? 

Mr. Corr. I don’t know whether it was Bill Nelson or Bill Fogarty, 
but both of them were certainly worried about their situation. There 
is the biggest locomotive builder in the business. If you stop that 
operation—we not only lose 40 locomotives over here for nonaction, 
we also have the consideration of losing the production of the largest 
locomotive builder in the business, which to me is a serious question. 
We wouldn't want to be in the position of being responsible for that or 
leaving any doubt or having any doubt in our minds as to whether that 
plant was going to operate. 

Mr. Kratinc. When Baldwin was building 40, how many was Gen- 
eral Motors Diesel building ? 

Mr. Corr. I don’t know what their schedule was that month. But in 
general terms I understand that they produce close to 60 percent of 
the locomotive construction. 

Mr. Gotpstr1n. They must have had pretty much of a building 
schedule; otherwise they wouldn’t have had an emergency. 

Mr. Corr. Sure. : 
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Mr. Gotpsrern. Did you have that fact before you, namely, how 
much their schedule a 

Mr. Coxe. I probably had it in terms of steel requirements as re- 
lated to these items. I don’t think we talked actual locomotive units. 

Mr. Goutpstein. Are any of the steel requirements for General 
Motors related to replacement and maintenance parts as distinguished 
from building new locomotives? 

Mr. Coir. Not tomy knowledge. 

The Cuarrman. Thank you very much, Mr. Cole. 

Mr. Cores. I have some of these eagpertins papers, copies of these 
various directives, if you would like to have them. 

Mr. Keattna. I have something more. Mr. Cole, you are a busi- 
nessman and you recognize that the situation with which this sub- 
committee has been confronted, even apart from the loss of these 
papers, is an unfortunate one where it would appear that one manu- 
facturer had received different and more favorable treatment than 
others. Now, how in NPA can this question be avoided in the future ¢ 

Mr. Corr. Well, I think that has already been undertaken, sir. 
CMP, while it won’t be the answer to the maiden’s prayer or of all 
the problems involved in the distribution of steel—— 

Mr. Keatine. It is the contro] of materials? 

Mr. Cote. Yes. It is to be the instrument which will provide equity 
in the distribution of steel in an industry and for the individuals with- 
in that industry. 

Mr. Keatina. And that goes into effect July 1? 

Mr. Core. It is in effect now and it is in its initial stages. It can’t 
be really effectively operating until the fourth quarter. In the mean- 
time the third-quarter distribution is being handled in what I think 
is the next best way, a quantitative analysis of the demands of all 
claimant agencies for steel. They are totaled and then they are re- 
. lated to the operation and then allocations are made; and, since the 
demand is in excess of the operation, some of these requirements must 
be carved down. 

Mr. Keatrtnc. When this controlled-materials plan is in operation, 
will it be possible for any one division of NPA, in the face of what is 
concluded to be an emergency situation, to allow a particular manu- 
facturer to get more than he is allowed to get under the controlled- 
materials plan ? 

Mr. Cote. I don’t think there will be that sort of discretion, but I 
think there will have to be discretion in the division for a responsible 
individual to take action to meet an emergency. Now how he does 
that under CMP we don’t know. It might be at the expense of some 
other participant within that industry. I can concede that you might 
face questions, we will say, of General Motors going down or some- 
body else going to operate at a lower rate. In other words, a tempor- 
ary redistribution of a scarce item of steel is a matter where some- 
body will have to exercise some discretion. 

Mr. Keating. Under the plan for the future, if such a person would 
have this discretion, then the agency for taking action in so-called 
ra situations will be affected by the action he contemplates 
taking. 

Mr. Corie. Probably something approaching that. When those 
emergencies arise I don’t think that you have time to consult with any 
other participant in that industry. 
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Mr. Keatrxe. But I want to say as to hindsight, Mr. Cole, that I 
have been many times in the situation where something I did in the 
past was not — would do today. But do you not agree now 
that in issuing that General Motors directive it would have been 
better to make some direct contacts with some of the other manu- 
facturers ? 

Mr. Core. I don’t believe so. That was a decision I had to make. 
And I want to say this, that Mr. Sweeney and Mr. Rankin and Mr. 
Boylan, and others took part in it. 

{r. Gotpste1n. Mr. Cole, I appreciate the over-all policy of CMP 
in its attempt to be equitable to everyone. But I want to ask this 
uestion: Do you think that for the CMP program there are proce- 
p ne just plain, ordinary everyday administrative procedures, so 
that if the applications—or whatever forms there will be, and I under- 
stand there is going to be a little paper work for CMP—vwill all the 
papers get to the same place at the same time, so that you won’t need 
two sets of papers? 

Mr. Cor. I am sure that those papers that come into CMP, there is 
going to be a problem straightening them out. 

Mr. Goxpstetn. Of course, if the person submitting the papers 
knows the channels into which his papers are going, then he had bet- 
ter do something on his own hook. 

Mr. Cote. I don’t know what the organizational set up of CMP is 
going to be, Mr. Goldstein. I think in this period it would be wise. I 
think most of the important users of steel are experienced in the proc- 
esses of expediting—not only expediting steel, but expediting pieces 
of paper. 

Mr. Gotpstern. What do you think about the small fellow under 
CMP? 

Mr. Corr. I haven’t got an answer to that question. I think those 
that are responsible have got to recognize these situations and do their 
job to see that they are not lost sight of in the management of their in- 
dividual offices. Of course, the small operator would not have quite 
as involved problems as the ones we are talking about. These big op- 
erations lead into all sorts of complex considerations. 

Mr. Goipsre1n. But the small company operation, it is big for them. 

Mr. Core. For them, yes. But it doesn’t require the same degree 
of expediting. 

Mr. Gotpstern. In other words, you don’t think that the small com- 
pany should have their stuff expedited as much as the big ones? 

Mr. Core. I don’t say that. I say that their problems are not as 
complex and their sedline will not develop into situations of a com- 
plex nature. 

Mr. McCutsocn. I would like to make this comment concerning 
the problems of small industries. This is the experience of a very 
small industry which is engaged in making one of the most critical 
items that are made in America in our machine shops, items without 
which the machine tool industry cannot operate. Last week after 
at least six trips to Washington and after the head of the company 
as an individual followed the documents through the various stages 
that they had to go through, the certificate of necessity was finally 
found in the bottom drawer of a gentleman’s desk that IT could name. 
All that time was lost by this small concern which has few executives 
and which has great need for this executive at the home location. It 
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must have been of considerable necessity or the certificate would not 
have been issued, and it was finally found in the bottom drawer of 
the desk of one of the important officials in NPA. 

Mr. Core. Well, I can’t comment on that. I don’t know the cir- 
cumstances. 

The Caamman. Thank you very much, Mr. Cole. 

I want to say that there are a number of companies that have been 
named and that have been given the privilege of testifying before this 
hearing has been closed. We did not give them a directive, we just 
gave them the privilege. 

Our next witness will be Mr. Rankin of the Iron and Steel Division 
of NPA. 

Mr. Rankin, that is quorum call. The next two witnesses this morn- 
ing are yourself and Mr. McCoy. We hope it will not be inconvenient 
for you to testify at the next hearing date, which is Friday. 

Is Mr. McCoy here? 

Mr. McCoy. Yes. 

The Cuarrman. Will that be agreeable to you, Friday at 10 o’clock? 

Mr. McCoy. Yes, sir. 

Mr. Keatine. I would like to request, Mr. Chairman, that we also 
have Mr. Sweeney here, because there has been considerable testimony 
in regard to him. 

The Cuarrman. We will adjourn until Friday at 10 o’clock. 

(Whereupon, at 12:10 a. m., the subcommittee adjourned, to recon- 
vene at 10 a. m., Friday, May 25, 1951.) 
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Howse or REPRESENTATIVES, 
SPEecIAL SUBCOMMITTEE ON THE STUDY OF MONOPOLY 

Power oF THE COMMITTEE ON THE J UDICIARY, 
Washington, D.C. 


The special subcommittee met, pursuant to adjournment, at 10: 05 
a. m., in room 346, Old House Office Building, Hon. Emanuel Celler 
presiding. ‘ 

Present: Representatives Celler (chairman), Hillings, Keating, 
Reed of Illinois, Goodwin, Bryson, Willis, and Rodino. 

Also present: E. Ernest Goldstein, general counsel to the subcom- 
mittee; John Paul Stevens, associate counsel, representing the minor- 
ity; John F. Woog, assistant counsel; Eileen R. Browne, clerk. 

The CHarrman. The subcommittee will come to order. 

Our first witness is Mr. Henry P. Rankin, Jr., Chief, Carbon Bars | 
and Semifinished Section, Iron and Steel Division of the National 
Production Authority. 

Will you raise your right hand. Do you swear to tell the truth, 
the whole truth, and nothing but the truth, so help you God ¢ 
Mr. Rankin. I do. 


TESTIMONY OF HENRY P. RANKIN, JR., CHIEF, CARBON BARS AND 
SEMIFINISHED SECTION, IRON AND STEEL DIVISION, NATIONAL 
PRODUCTION AUTHORITY 


The Cuarrman. You may be seated and give your name and address 
and your station to the stenographer. 

Mr. Ranxrn. Henry P. Rankin, Jr., Chief, Carbon Bars and Semi- 
finished Section, Lron and Steel Division, National Production Au- 
thority. 

Mr. Goupsretn. Mr, Chairman, as the subcommittee may remember, 
at the last meeting of the subcommittee on Wednesday we did not 
receive certain documents until 11 o'clock. As a result of our study of 
those documents, the subcommittee staff believed it was necessary to 
recall Mr. Cole, not only for certain procedural purposes in connection 
with the documents, but also for the purpose of clarifying certain 
elements of his testimony in the light of the information presently 
available. 

However, Mr. Cole is in New York, and in order to accommodate him 
we have put his appearance off to some future date. Mr. Rankin has 
very kindly offered to cooperate with the subcommittee in regard to 
certain procedural aspects in identifying the documents. 
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Mr. Rankin, would you please tell us what your status is with the 
National Production uthority insofar as whether you are salaried, 
or without compensation ? 

Mr. Ranx1n. I am without compensation. 

Mr. Goxtpsrern. And you are on loan from what corporation or 
organization, sir? 

r. RANKIN. Republic Steel Corp. in Cleveland. 
C Ngee And what is your position with the Republic Steel 
orp. 

Mr. Ranxin. I am assistant manager of carbon bar sales. 

The Cuarrman. Sales? 

Mr. Rankin. Yes. 

Mr. Gorpstern. Mr. Rankin, in order to expedite our procedure here 
today I would like to ask your assistance in identifying certain docu- 
ments which were produced pursuant to the subpena served on Colonel 
Knight. The first document that I would like to call to your attention 
is a document dated March 19, 1951, bearing at the top the typewritten 
name, “W. G. Knight”; prepared on Form GA-3, United States De- 
partment of Commerce form for the National Production Authority. 

- part E thereof the words “American Locomotive Co.” appear 
at the top. 

I hana you this document and ask you if you have seen it before, 
and whether you recognize the signature of Mr. Melvin W. Cole, and 
whether or not you can tell the subcommittee in whose handwriting 
appear the words “DO rating only.” 

(Document handed to witness. 

Mr. Goupstern. Have you ever seen that document before, sir? 

Mr. Ranxrn. No, sir. 

Mr. Gotpstrern. You have not seen it? 

Mr. Rankin. No, sir. 

Mr. Gotpstern. Do you recognize the handwriting which purports 
to be the signature of Mr. Melvin W. Cole? 

Mr. Ranxrn. I have seen Mr. Cole’s signature on many occasions. 
That would look like his signature. 

Mr. Goupstretn. And you see above the signature of Mr. Robert 
Glenn, in section D of the document, the words relating to “DO rating 
only”? 

Mr. Rankin. Yes, sir. 

Mr. Gotpstrern. Does that appear to be the handwriting of Mr. 
Melvin W. Cole? 

Mr. Ranxrn. It looks like the same handwriting. 

Mr. GoutpsteIn. It does? 

Mr. Rankin. Yes. 

Mr. Gotpstern. Now I would like to ask similar questions on a 
series of documents. They are four in number. If your answer is 
identical for all four, or if you have any different information, I wish 
you would so inform us. 

The first of these documents refers to the Baldwin-Lima-Hamilton 
Corp., Lima division; the second to the Baldwin-Lima-Hamilton 
Corp., Eddystone division; the third to Fairbanks-Morse & Co.; and 
the fourth to General Electric Co. 

(Documents handed to witness.) 


1 See exhibit No. 5K, p. 90. 
2 See exhibits Nos. 5A—5D, infra, pp. 86-89. 
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Mr. Gorpsrrrn. As to the first mentioned, sir, do you recognize 
the signature of Melvin W. Cole? 

Mr. Ranx1n. That looks like his signature. 

Mr. Gouwstern. And do the words relating to the “DO rating only” 
appear to be in his handwriting ? 

Mr. Ranxrn. It would appear as though his handwriting was the 
ditto marks. 

Mr. Gotpstern. With the ditto marks on that one? 

Mr. Ranxrn. Yes. 

Mr. Goupstern. Is your answer the same as to the remainder, sir? 

Mr. Ranxrn. That is right. 

Mr. Gorpstern. “And as to these four, you have not seen them prior 
to this morning, as you indicated in regard to the first document 
handed to you? 

Mr. Ranxrn. That is correct. 

Mr. Gotpstern. Mr. Chairman, I ask that the documents be placed 
in evidence as exhibits in Mr. Rankin’s testimony. 

The Cuarrman. They will be received. 

(The exhibits referred to follow on pp. 86-90.) 

Mr. Gotpstern. Mr. Chairman, now that we have the documents 
before us, the facts of this case become a little clearer, to this extent, 
sir: Previous testimony seemed to indicate that the GA-3 forms origi- 
nating on two occasions from the office of Mr. Robert Glenn, the Chief 
of the Transportation ~ 4 weer Division, were in the form of re- 
quests for DO’s, the so-called hunting licenses. We now find that this 
set of documents which appears to be, or purports to be, the second 
set of lost documents contains the following language in the last 
paragraph : 

It is recommended that directive action be taken at once to enable this company 
to obtain its fair share of critically needed materials. 

In other words, sir, all of the requests, including that of General 
Motors, initiated by Mr. Glenn’s division, now appear to have been in 
the nature of recommendations for directives, which were subsequently 
knocked down, as these would all indicate in the handwriting of Mr. 
Cole, to DO ratings only. 

Mr. Keatine. Are we sure that this set of documents is the same as 
the first set ? 

Mr. Gotpstern. We had testimony that the second set of papers 
prepared in Mr. Glenn’s office was identical with the first set. That 
is on the record in Colonel Knight’s testimony. 

Mr. Kratrinc. But Colonel Knight testified they were both applica- 
tions for interim relief. 

Mr. Gorpsrern. These are applications for interim relief in the form 
of recommendations for directives, as distinguished from interim relief 
in the form of a DO. 

Mr. Srevens. Counsel, would it not be appropriate to point out 
that the text of the first two paragraphs—— 

Mr. Go.pste1n. That is just what I am going to do. 

_Mr. Rankin, I hand you a copy of the GA-3 form representing the 
directive allocating steel on March 14, 1951, steel for the benefit of the 
Electro Motive Division of General Motors, which contains your 
signature as one of the concurrences. 
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Exnreit No. 5A 


W.G. Knight 





Fomw GAS U.S. DEPARTMENT OF COMMERCE A. INITIATING DIVISION 
MATIONAL PRODUCTION AUTHORITY Transportation Equipment Division 
@. REF: OROER OF 

REGAATION UU «SECTION 


RECOMMENDATION FOR PRIORITY OR ALLOCATION ACTION [C. TYPE OF ACTION 


Do RATING 


(10.23.50) 














= 


EXPLANATION AND JUSTIFICATION OF PROPOSED ACTION 
Lima Divigion — Baldwin-Lima-Hamiiton Corporation 


The Lima Division of the Baldwin-Lima-Hamilton Corporation, builders of Diesel 
engines are faced with delivery of locomotives to railroads during the first half 
of 1951 on orders placed as far back as nine months ago. Th: delay in obtaining 
approval of the Locomotive Program has resulted in a critical steel shortage which 
will shortly cause them to reduce committed production and consequently lose 
valuable skilled workers that will be difficult to replace. 


? It is recognized that the present ownership of ti is inadequate to 

meet the needs of the defense program and must be the first six 

+ months of this year. This can be accomplished only if the mterials requested in 

this rewmmendation are made available on an interim basis pending the effective- 
ness of the Locomotive Program, which starts with the month of May. 


Carbon Steel 1,208 Tons 
Copper 31,900 Pounds 


It is recommended that directive action be taken at once to enable this 
company to obtain its fair share of critically needed mterials. 
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Exurtsir No. 5B 


3/19/51 W.G, Knight 





moru GA-3 U.S. DEPARTMENT OF COMMERCE A. INITIATING DIVISION 
(10-23-80) NATIOWAL PRODUCTION AUTHORITY |Transportation Equipment Division 





8. REP: ORDER OR 
REGULATION ___.___ SECTION 





RECOMMENDATION FOR PRIORITY OR ALLOCATION ACTION |C. TYPE OF ACTION 


Yo Rais 








D. EXPLANATION AND JUSTIFICATION OF PROPOSED ACTION 


The Eddystone Division of the Baldwin-lima-Hamilton Corporation, builders of 
Diesel engines are faced with delivery of locomotives to railroads during the first 
neat of SE oh nate. Shen’ fo See Snes 9 Se Ree OP in 
taining of the Locanotive Program has resulted in a 
which will shortly cause them to reduce committed production a consequently lose 
valuable skilled workers that will be difficult to replace. 


It is recognized that the present ownership of locomotives is inadequate te 
meet the needs of the defense program and must be augmented during the first six 
months of this year. This can be accomplished only if the materials requested 
this recommendation are made available on an interim basis pending the effective- 
ness of the Locomotive Program, which starts with the month of May. 


Carbon Steel 1,684 Tons 
Copper 150,000 Pounds 
Alusinua 22,000 Pounds 


It is recommended that directive action be taken at once ta enable this 
company to obtain its fair share of critically needed materials. 
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3 W.G. 


U.S. DEPARTMENT OF COMMERCE A. INITIATING DIVISION 
GATIONAL PRODUCTION AUTHORITY 





voau GA-3 
(10.23.90) 
8. BBP: ORDER OR 

REGULATION SECTION. 
RECOMMENDATION FOR PRIORITY OR ALLOCATION ACTION [C. TYPE OF acTion 


De LATO Ss 














0. EXPLANATION AND JUSTIFICATION OF PROPOSED ACTION 


It is recommended that directive action be taken at once to enable this 
company to obtain ites fair share of critically needed materials. 


Fr D0. Rate york, 
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TtDirector, 
Transportation Equipment Diviion 
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Director, Iron & Steel Divisio 
Asst. Administrator for 
Industrial Operations 
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ExuisiIt No. 5D 








- a 3/19/51 W.G. Knight 
roew GA-3 U.S. DEPARTMENT OF COMMERCE A. INITIATING DIVISION 
(10.23.90) WATIOMAL PRODUCTION AUTHORITY Transportstion Equipment Division 
8. 287: ORDER OR 
REQAATION __ section 
RECOMMENDATION FOR PRIORITY OR ALLOCATION ACTION [C. TYPE OF acTiow 
So Qatrwe 











$$ $$ 
0. EXPLANATION AND JUSTIFICATION OF PROPOSED ACTION 


The General Electric Company, builders of Diesel engines are faced with 
: delivery of locomotives to railroads during the first half of 1951 on orders 
4 piaced as fa: back as nine months ago. The delay in obtaining approval of the 
z ee nn eee Sees oon ree ee ee ee 
3 cause them to reduce committed production and consequently lose valuable skilled 
workers that will be difficult to replace. 


It is recognised that the present ownership of locomotives is inadequate to 
meet the needs of the defense program and must be augmented during the first six 
months of this year, This can be accomplished only if the materials requested in 
this recommendation are made available on an interim basis pending the effective— 
ness of the Locomotive Program, which starts with the month of May. 


Carbon Steel 151 Tons 


It is recommended that directive action be taken at once to enable this 
company to obtain its fair share of critically needed materials. 
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Exursitr No. 5E 


3/29/52 - W.G.Knight 
+ cew Ghred U.S. OfPaRTMENT OF COMMERCE A. IMITIATING OlvISiON 
(49-23-90) SAT} Ome, PRODUCTION suTHomNTY Transportation Equigment Divisica 
8. SEP: CROER 
SEGAAT ION SECTION 


RECOMMENDATION FOR PRIORITY OR ALLOCATION ACTION (©. TYPE OF ACTION 


Do Ratio 




















EXPLANATION AMD JUSTIFICATION OF PROPOSED ACTION 


The American Locomotive Company, builders of Diesel engines are faced with 
delivery of locomotives to railroads during the first half of 1951 on orders 
placed as far back as nine months ago. The delay in obtaining approval of the 
Locomotive Program has resulted in a critical steel shortage which will shortly 
cause them to reduce committed production and consequently lose valuable skilled 
workers that will be difficult to replace. 


Tt is recognized that the present omership of locomotives is inadequate 
to meet the needs of the defense program and must be augmented during the first 
six months of this year. This can be accomplished only if the materials requested 
in this recommendation are made available on an interim basis pending the effective~ 
ness of the Locomotive Program, which starts with the month of May. 
Total Tonnage 
933 
7” 
pare * Sa 
9514 Tons 


It is recommended that directive action be taken at once to enable this 
company to obtain its fair share of critically needed materials, 
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I would like to read to you the language appearing in the GA-3 
form, recommending directive action on behalf of the other locomotive 
builders, and ask you to what extent these two documents differ. 

(Documents handed to witness. ) 

Mr. Gotpste1n. I am now going to read to you, sir, from the rec- 
ommendation on behalf of the—it really makes no difference, as they 
all appear to be identical, so let us take the General Electric Co., which 
you identified. Except for those places where the words “General 
Electric Co.” and “Electro Motive Division of General Motors” ap- 
pear within the context, will you tell me at what points the text, as 
I read it to you, differs from the text before you, which contains your 
signature ? 
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The “General Electric Co.” is the heading of this one. 


The General Electric Co., builders of Diesel engines are faced with delivery 
of locomotives to railroads during the first half of 1951 on orders placed as far 
back as 9 months ago. The delay in obtaining approval of the locomotive pro- 
gram has resulted in a critical steel shertage which will shortly cause them 
to reduce committed production and consequently lose valuable skilled workers 
that will be difficult to replace. 

Is there any difference so far? 

Mr. Rankin. No, sir. 

Mr. Goupste1n. It continues as follows: 

It is recognized that the present ownership of locomotives is inadequate to 
meet the needs of the defense program and must be augumented during the first 
6 months of this year. This can be accomplished only if the materials requested 
in this recommendation are made available on an interim basis pending the effec- 
tiveness of the locomotive program, which starts with the month of May. 

The language therefore in the General Motors directive is identical 
with the language in the recommendations for directives which orig- 
inated in Mr. Glenn’s office ¢ 

Mr. Ranxrn. That is correct. 

Mr. Stevens. With respect to the first two paragraphs. 

Mr. Gotpsrern. Yes. And then the subsequent paragraphs on the 
General Motors directive merely contain procedural matter relating 
to the source from which steel will be allocated. Is that correct? 

Mr. Ranxrn. Yes. 

Mr. Keatine. Don’t they show the kind of steel and tonnage? 

Mr. Gotpstein. It merely shows the supplier to whom the direc- 
tives will be issued, and the tonnage required from each of the sup- 
pliers. Is that correct ? 

Mr. Rankin. Yes, sir. 

Mr. Gotpstern. On the other documents which have just been ad- 
mitted in evidence we find the total requirement is stated plus a recom- 
mendation that the directive be issued. 

Mr. Keatrne. But there is no name of the steel company ¢ 

Mr. Gotpstr1n. That is right. Apparently the Locomotive Di- 
vision was not prepared to state which steel company should supply 
the builders, but merely recommended the type of relief necessary. 

Mr. Keating. And the document which the witness has is the direc- 
tive which was issued ? 

Mr. Gotpste1n. That is correct, and it has been certified as such in 
the record, and admitted as an exhibit. 

Mr. Keatrne. And the names of those steel companies were put on 
not in the Transportation Equipment Division, but in the Iron and 
Steel Division ? 

Mr. Gotpstrery. Is that correct, Mr. Rankin? Your name appears 
as one of the concurring signers. Do you happen to know whether 
or not the names of the steel companies to supply General Motors 
were prepared in your office or in Mr. Cole’s office ? 

Mr. Rankin. This particular GA-3 was originated in the Trans- 
portation Division. 

Mr. Gotpstern. Let me clarify this for you. This GA-3 was ac- 
tually prepared, according to previous testimony, initially in the 
offices of the Iron and Steel Division, and subsequently returned to 
Mr. Glenn’s office for signature as the originator. 

Mr. Rankrn. I was only looking at the notation. It says, “Ini- 
tiating Division—Transportation Equipment Division.” 
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Mr. Gorpstern. That was placed on it later. The signatures of 
apparent concurrence by yourself and Mr. Cole appeared before Mr. 

lenn signed it. Do you remember at the time you signed it whether 
Mr. Glenn’s signature appeared thereon ? 

Mr. Ranxrn. As the initiating official. 

Mr. Goupstern. As the initiating official. When you signed it, 
did Mr. Glenn’s signature appear on that document ? 

Mr. Ranxrn. As the initiating official. I assume so. 

Mr. Srevens. Counsel, should you not point out before you go 
further that the document which the witness is looking at has some- 
thing omitted from it which the other documents have. In other 
words, it was not merely the addition of the tonnage but the sentence 
which appears on the other documents as follows: 

It is recommended that directive action be taken at once to enable this com- 
pany to obtain its fair share of critically needed materials. 

That sentence appears on all of the GA-3’s for the other builders, 
but it does not appear on that particular one. So that either the Gen- 
eral Motors application was originally prepared in a different form 
or else that is a retyping, with parts copied from the other applica- 
tion. Is that a correct inference? 

Mr. Ranxin. Yes, sir. 

Mr. Gotpstern. Now, I direct your attention to the documents at- 
tached to the document you are examining, which documents appear 
below the one you are looking at and are numbered as directives, and 
are addressed to the various steel suppliers mentioned in the original 
document, which serves as a seminal Maetiea, Form GA-3, and ask 
you “4 your name does not appear as dictator of the subsequent direc- 
tives ¢ 

Mr. Ranxrn. As a result of Mr. Cole’s determination that directives 
should be issued, I actually checked and issued the directives on the 
carbon steel involved in it. 

Mr. Goipsrern. And you dictated those directives? 

Mr. Rankin. I checked the facts, and as a result of the checkin 
with the forge companies involved, as well as the steel mills involved, 
and finding that the facts were correct, as has been stated, I actually 
made up the directives and determined what companies should fur- 
nish what directives, and so forth. 

Mr. Gorpsre1n. Then it is correct to say that it is an accurate repre- 
sentation that you appear as the dictator of the subsequent documents ? 
Your name appears, “H. P. Rankin,” on the documents which appear 
there. If you will turn the page, I believe you can see what I am 
referring to. Does your name appear in the lower left-hand corner as 
dictator according to the custom of business, as the dictator’s symbol ? 

Mr. Rankin. That is correct. I actually made up the piece of paper 
that is the directive. 

Mr. Gouperzin. What is the date that appears on such pieces of 
paper: 

Mr. Ran«rn. March 14. 

Mr. Gotpstetn. So that is the same date upon which you signed your 
concurrence on the GA-3 which appears above it. Is that correct # 

Mr. Ranxrn. That was customary procedure. Yes, sir. 

Mr. Gotpstetn. But I mean, is it not the same time? That is the 
only thing I am trying to get at. 

Mr. Ranxrn. Yes, sir. 
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Mr. Gotnstetn. Did you participate in the dictation of the revised 
form, GA-3—and I assume it is a revised form GA-3—which is the 
directive which you and Mr. Cole signed, or did you instruct anyone 
to copy the language used by the Transportation mgeipeaent Division 
as it appears on the other GA-3 forms, at least insofar as the first two 
paragraphs are concerned ? , 

Mr. Ranxrn. We undoubtedly copied the same information on this. 

Mr. Gorpsrery. In other words, that was prepared in your office? 

Mr. Ranxrn. That is correct. 

Mr. Gotpstern. And then sent back to Mr. Glenn’s office for orig- 
inating signature. Is that correct ? 

Mr. Ranxtn. Specifically, I couldn’t tell you. In other words, I 
worked out the directive tonnages, and the secretary actually typed 
them up. I assume she copied it verbatim, because it is verbatim. 

Mr. , Aiecconay She was undoubtedly instructed to copy them; was 
she not? She didn’t do that of her own volition; did she? 

Mr. Ranxrn. That I couldn’t tell you. 

-Mr. Gotpstetn. Normally, do secretaries in your office go ahead on 
their own hook and then present things important as this to you? 

Mr. Ranxrin. This was the language to be used, and I work out the 
tonnages, and undoubtedly this secretary, inasmuch as this was the 
case involved, copied verbatim, I would assume. 

Mr. Gounsre1n. Now let us see if I can help you figure out where 
they were prepared, and whether or not Mr. Glenn’s signature ap- 
peared on it. 

Does the Transportation Equipment Division have the information 
on which they could base a specific directive of so many tons to Beth- 
lehem Steel, and so many tons to Republic Steel, or would that be 
worked out in your office? 

Mr. Rankin. I would work that out. 

Mr. Goxpstern. So that that document must have been prepared in 
your office, inasmuch as that information was available there. Is 
that correct ? 

Mr. Ranxrn. I believe there were two directives involved in the 
Electric Motive, one of them showing the Steel Division as the initiat- 
ing division. This particular one is the Transportation Division. 
The two were worked on at the same time. 

Mr. Gotpste1n. Let us just direct our attention to this one directive. 
Although it appears on the document’s face that it purports to repre- 
sent a document originating in the Transportation Equipment Divi- 
sion, do you have any knowledge that the Transportation Equipment 
Division is prepared to put on such information as appears in the 
last two paragraphs of the directive, or is it your division that has 
that information ? 

Mr. Rankin. We were working together on the whole situation, 
and not too much attention was paid at the time as to who actually 
originated the action, because we were all working on the same thing 
to the same end. 

Mr. Gotpstern. I know, sir; but, in order to clarify our record, is 
it your testimony that you believe that that was actually signed by 
Mr. Glenn before it reached your office? 

Mr. Ranxrn. I honestly can’t tell you. 

Mr. Goupste1n. Well, sir, on the basis of your experience, and hav- 
ing had an opportunity to look at the other GA—3’s which originated 
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in Mr. Glenn’s office, and on the basis of your experience in National 
Production Authority, do you have any reason to believe that Mr. 
Glenn’s office would send you a document indicating the steel alloca- 
tions in terms of individual suppliers and particular tonnage 4 

Mr. Ranxrn. As I say, we were working very closely together on 
this, and it was all synonymous—at the same time. 

Mr. Gotpstern. I appreciate that, sir, but will you please tell me 
whether or not—are you trying to tell this committee then that you 
believe you gave that information to Mr. Glenn and he, in turn, pre- 
pared this document and sent it to you afterward? Is that your 
statement ? 

Mr. Rankin. Mr. Sweeney was actually the coordinator in the Steel 
Division. He being in the forging end of the Steel Division: he was 
in constant communication with the Transportation Division as to 
the tonnages that we are talking about. 

Mr. Goupstetn. Yes, sir, but you have already examined another set 
of documents, and does anything appear on there showing which 
supplier is to provide specific tonnages I am talking about the docu- 
ments upon which you identified Mr. Melvin W. Cole’s signature ? 

Mr. Ran«rn. I don’t believe I understand. 

Mr. Gotpstr1n. These documents which you just identified. 

Mr. Ranxrn. Yes, sir. 

Mr. Goxtpstern. Do they show whether or not Bethlehem, or Re- 
public, or any other supplier of steel is to supply specific tonnages? 

Mr. Rankin. No; they do not. 

Mr. Gotpsre1n. Now you have no doubt that the documents to which 
I have just referred were prepared in Mr. Glenn’s office; do you? 

Mr. Ranxrn. I believe they were. 

Mr. Gotpstern. Now, have you ever received a document from Mr. 
Glenn’s office in the form of a GA-3 where he has already put down 
the name of the supplier and the amount of tonnage required? Is 
that a general thing that he does fer you ? 

Mr. Rankin. I would say that it was not generally done. 

Mr. Gopsrern. It was what ? 

Mr. Rankin. I would say it was not generally done. In this respect, 
that on many occasions they have no knowledge of where the tonnage 
might fit, or what mill. I have to assume, from the fact that both 
of these GA-3’s were identical, that one was copied from the other. 
Which came first and which was copied from which, I honestly don’t 
know. 

Mr. Goipstern. If there was some copying, was it done in your office, 
or would it be more generally in the Lron and Steel Division ? 

Mr. Rankin. It was done in the Steel Division, I would assume. 

Mr. Gotpsrern. All right. That is fine, sir. 

Mr. Keatinc. Before you leave that point, is the record clear that 
these words “DO only” were written on there by Mr. Cole? 

Mr. Goutpstre1n. That is the information we have, sir. In the two 
cases where other concurrences were necessary from the nonferrous 
metal divisions, there appears the handwriting by the heads of those 
Divisions. 

Mr. Keatine. Specifically, the one of Fairbanks-Morse is in Mr. 
Cole’s handwriting? 

Mr. Goupste. That is correct. 
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Mr. Keatinc. And the same on General Electric, and the same on 
Electro Motive? 

Mr. Goupstern. That is correct. 

Mr. Keatine. But on the Baldwin-Lima-Hamilton Eddystone 
Division and Lima Division those statements “For DO rating only” 
were written by someone else in the Steel Division ¢ 

Mr. GotpstE1n. Someone in the nonferrous metal division, either 
copper, aluminum, or some similar metal, which is not iron or steel. 

Mr. Keating. It is clear—is it not /—on the General Motors’ papers 
that they are different forms of papers ¢ 

Mr. Gorpsrer. It is an identical form, sir. The only difference is, 
first, that the remaining paragraphs—all paragraphs subsequent to 
the second paragraph have been changed to indicate the supplier, and 
that a directive will be issued, and are also identical except for the fact 
that only on the General Motors’ directive does Mr. Rankin’s signa- 
ture appear, and Mr. Cole’s signature appears on the others. 

Mr. Keatin. And this last sentence is not on General Motors? 

Mr. Gotpstern. No, sir. They have already treated it as a directive. 

Mr. Keatrine. Has it yet appeared from this witness where these 
papers came from / 

Mr. Gotpstern. Mr. McCoy, I believe, is going to testify on that. 

Well, Mr. Rankin, how is it that you signed the GA-3 for General 
Motors, and there was no apparent necessity for you to sign, or at 
least your signature does not appear on the GA-3’s for the other 
cor porations ¢ ¢ 

Mr. Rankin. My signature was on the one in connection with the 
Electro Motive Division, because I ac tually worked out the directives 
and determined where they went and what mill. My signature merely 
indicated that that was what I did. 

Mr. Goupsre1n. Are you in the Forging Division ? 

Mr. Rankin. No, sir. I was in the Carbon Bar and Semifinished 
Section. 

Mr. Gotpsrern. And you know that they worked out the directives 
when almost all of them relate to forgings 

Mr. Rankin. That is correct. 

Mr. Gotpsrern. Was there any particular reason why the Forgings 
Division didn’t work on this and why you worked on it / : 

Mr. Rankin. Yes. The forging people came to the alloy or ear- 
bon people, or plate, or structural, or what have you, to actually take 
the action. In other words, the forging group contacted all the 
forgers involved to ascertain whether the facts as presented were 
correct. I checked the mills to determine what mills could handle 
what tonnage, and in that respect the people in the Forging Division 
would generally look after the whole thing. 

Mr. Goupstrein. So that the over-all responsibility was in the Forg- 
ing Section, but the final signature and the final handling was in your 
section. Is that correct 

Mr. Ranxin. No, sir. I would say the final determination was 
Mr. Cole’s. 

Mr. Goxtpsrern. I mean, below Mr. Cole. There had to be some 
administrative action taken prior to going to Mr. Cole. 

Mr. Ranktyn. We all worked in conjunction with each other. As 
1 say, the Forging Section checked all of the forgers involved, and 
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determined whether or not they would need the steel, and whether 
they could get it, and so forth. 

Mr. Go.pste1n. Now, sir, if I were in another division of National 
Production Authority and were interested in action relating to forg- 
ings, would I only call on you, or would I call on someone in the 
Forging Section to make inquiry as to the status of certain documents ? 

gy ce I think you would talk to both of us. 

Mr. Gotpstern. I would talk to both of you ? 

Mr. Ranxrn. Yes. 

Mr. Gotpste1n. Now, sir, you say you have never seen the docu- 
ments upon which you identified Mr. Cole’s signature, prior to this 
morning ¢ 

Mr. Ranxrn. That is correct. 

Mr. Goupsrern. Have you ever seen a similar set of documents of 
a different date, that is, bearing the date of March 19, 1951? 

Mr. Ranxrn. No, sir. 

Mr. Gotpsrern. Will you explain to us, sir, how you could arrange 
to have documents similar to these copied in order to prepare the 
General Motors directive without having seen them? In other words, 
how could you instruct the secretary to prepare your directive for 
General Motors of March 14¢ How could you prepare the March 14 
directive without having seen similar documents ? 

Mr. Ranxtn. I should add that I was quite new at the time. In 
fact, I had just come down on February 5. My predecessor, Mr. 
Robinson, was actually still chief of the section. He was there until 
about March 6 or 7, or something like that. 

Mr. Keating. You came down from where, Mr. Rankin? 

Mr. Rankin. I came from Republic Steel. 

Mr. Gotpsrern. But on March 14, when this document was pre- 
pared, you were the Chief at that time. Your signature appears that 
way. 

Mr. Rankin. That is correct. I mean to infer that that just was 
not done in a day. In other words, it took a week to 10 days to work 
out all of the details of this thing. 

Mr. Goupsrern. Mr. Cole has told us they had been working on 
the details of this sort of thing since back in January and February. 

<0 geen I meant as far as those particular directives were con- 
cerned. 

Mr. Srevens. Mr. Rankin, you said you had not seen the applica- 
tions which were shown to you—the GA-3’s. Had you seen the similar 
application prepared in some other office referring the General Motors 
or the Electro Motive Division? 

Mr. Ranxun. Personally, I don’t believe I personally did. 

Mr. Stevens. Did you know there was such a document ? 

Mr. Rankin. Yes. 

Mr. Srevens. Did you know it previous to the time this March 14 
document was prepared ? 

Mr. Ranxin. This was all taking place at the same time. I knew 
that those were in there. Yes. 

Mr. Stevens. In other words, it is very possible that you knew there 
was a General Motors GA-3 which contained language which even- 
tually found it way into the directive of March 14, which bears your 
signature as a concurring Officer ? 

Mr. Ranxrn. Yes, sir. 
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Mr. Goupsrern. Did you know there were any similar documents, 
the same way you knew about General Motors, for the other builders 
of locomotives ¢ 

Mr. Ranxin. If I remember correctly, the directives on the alloy 
tonnages were issued before the directives I issued on the carbon. 

Mr. GotpstE1n. We will get to that later. I would like to keep our 
record straight on this particular problem of interim relief as repre- 
sented by two sets of documents, one of which was apparently com- 
pletely lost, and one of which has been subsequently found and which 
involved a directive for the benefit of General Motors. 

I ask you whether or not you are aware that on or about the same 
time as the General Motors directive of March 14 was prepared, there 
were somewhere in the National Production Authority, directives or 
recommendations for directives of a similar nature for the benefit of 
four other locomotive builders? 

Mr. Rankin. I was aware that the whole subject of the locomotive 
builders was being discussed. As I say, I was pretty new there then, 
and actually when the original discussions went on at the very be- 
ginning I was not here at all, and subsequently I was not chief of the 
section until approximately a month after I had been down there. 

Mr. Goxtpstern. I can — the difficulties in breaking into a 
new job, sir, but I would like you to search your recollection and see 
if you can remember whether or not you were aware that any other 
locomotive builders had GA-3’s kicking around somewhere? 

_Mr. Ranxrn. Yes, sir. I was aware that they were around. Yes, 
sir. 

Mr. Go.pstrern. So now you knew about the General Motors, and 
you had some vague knowledge that the other four builders were some- 
where in the works? 

Mr. Ranxin. That’s right. 

Mr. Stevens. Was your knowledge any more specific with reference 
to the General Motors application than it was with reference to the 
eye — Did you have any more precise knowledge of the details 
of that 

_Mr. Rankin. Oh, no. We were talking about the whole locomotive 
situation. 

Mr. Gotpstern. But you were working, as you have already testi- 
fied, specifically with certain steel mills for the purpose of obtaining 
steel for General Motors, so you knew there was something very specific 
for General Motors. 

Mr. Ranxrn. I was instructed to prepare directives for the Electro 
Motive Division. 

a GotpsTEIN. Were you instructed to prepare them for anyone 
else 

Mr. Ranxrn. No, sir. 

Mr. Keatine. Mr. Cole was the one who instructed you ? 

Mr. Rankin. That’s right. 

Mr. Keatine. Did you have any direct contact yourself with repre- 
sentatives of General Motors? 

Mr. Rankin. To the best of my knowledge, I didn’t talk to any cus- 
tomer men. 

Mr. Goupsretn. That includes anybody from General Motors. Not 
only customer men, but anyone from General Motors? 

Mr. Rankin. That is correct. 
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Mr. Stevens. Mr. Rankin, when were you so instructed ¢ 

Mr. Rawnxrn. The directives went out or were dated March 14, and 
March 12, I believe. It took us approximately, or at least a week to 
check the details and determine on what mills what items could be 
written, and so forth. So I would say it was approximately a week 
to 10 days prior to the actual issuance of the directive. 

Mr. Stevens. Referring to the General Motors directive which con- 
tains the same language in two paragraphs as the other GA—3’s, that is 
dated March 14. So with respect to that one, as I understand your 
testimony, you were instructed to prepare directives relating to that 
particular request on or about some time between March 5 and March 
7. or something like that. Is that right‘ 

Mr. Rankin. That is approximately correct. 

Mr. Stevens. Were you also instructed to prepare directives for the 
other 1,900 tons, approximately, about which Mr. Cole testified 

Mr. Ranxrn. No, sir. That was handled by the Alloys Section. 

Mr. Srevens. You had nothing to do with that / 

Mr. Rankin. | had nothing to do with that. 

Mr. Kearine. You understand, of course, the locomotive builders’ 
situation was that there was a problem of a shortage of steel, and it 
was a problem common to them all. 

Mr. Rankin. Everybody was short of steel. Everybody. 

Mr. Keatine. There was no special shortage, so far as you knew, 
relating to General Motors, which did not apply to other builders ¢ 

Mr. Ranxrn. I personally did not discuss with General Motors’ 
representatives anything about the particular situation. Being in the 
Department I, of course, was generally familiar with the over-all 
problem in a general way. 

Mr. Keatine. But so far as your knowledge went, it was a problem 
common to all of them, and not specifically acute with reference to 
General Motors ¢ 

Mr. Ranxry. As I say, I personally did not talk to any of the 
representatives. 

Mr. Kearine. I am not asking you to whom you talked. If my 
question is not clear, I will repeat it. 

So far as your knowledge went, the problem of an acute shortage 
was not peculiar to General Motors, but was common to them all. 

Mr. Rankin. I am sure; yes. Everybody—they all wanted more 
steel. Yes, sir. 

Mr. Srevens. Mr. Rankin, on being instructed, on or about March 
5 or 7, to prepare the directive which came out on March 14, in what 
amount of tonnage were you requested to prepare that directive / 

Mr. Ranxxy. I believe the amount of tonnage on it was approxi- 
mately 2,600 tons. 

Mr. Srevens. That is the amount which shows on March 14 as 
eventually having been issued. It is your testimony then that the 
amount which you eventually issued was precisely the same as origi- 
nally directed by Mr. Cole when he first instructed you to prepare it 

Mr. Ranxrn. Mr. Cole instructed me to prepare directives on spe- 
cific items that were tabulated and listed. 

Mr. Stevens. And specific tonnages? 

Mr. Rankin. Yes, sir. 

Mr. Srevens. And he had figured out the tonnage as to each one 
of the companies involved at the time he first approached you with 
respect to this matter ? 
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Mr. Ranxrn. That is correct. 
Mr. Stevens. And you say he did that on approximately March 5 


or March 7? 
Mr. Ranxrn. Thereabouts. It took me a week or 10 days to work 


out all the details. 

Mr. Go.pstrern. May I point out that the record shows that the 
ultimate tonnage of 2,663 tons was apparently the identical tonnage 
which the Transportation Equipment Division recommended be given 
to General Motors. 

In other words, the Iron and Steel Division has followed the rec- 
ommendation of the Transportation Equipment Division to the ton, 

Mr. Stevens. I should also like to make another request, counsel. 
I would like to request that the documents which Mr. Cole brought 
down referring to the 1,900 tons be admitted into the record, Mr. 


Chairman. 

The Cuatrman. They may be admitted. We will also put into the 
record the directives dated February 13, 21, and 26, 1951. 

(The documents referred to are as follows :) 


Exursit No. 6 


TRANSPORTATION EQUIPMENT, NPA REGULATION 2, SECTION 101, DIRECTIVES 348, 471 
THROUGH 479, AND THREE DIRECTIVES DATED FEBRUARY 13, 21, AND 26, 1951 


YouNGSTOWN SHEET & TUBE Co), 
Conway Building, Chicago, Ill. 


DIRECTIVE 474 


Dear Str: You are hereby directed to schedule, produce, and ship not later 
than April 30, the items of alloy steel as listed below: 
Kropp Forge Company, Chicago, Il. 
P. O. S3480 
156 tons 6’’ R. C. S. AISI-8642-H steel 
P. O. 83479 
120 tons 514"" R. C. S. A1SI-8617-H steel 
End use Diesel locomotive forgings. 

In case of inability to comply with this directive for any reason, communi- 
eants immediately with the Iron and Steel Division, National Production Au- 
thority, Washington, D. C., stating the reason or reasons therefor. 

This action is taken pursuant to section 11.16, Regulation 2, of this Authority 
and section 101, Public Law 774 (Sist Cong.), Defense Production Act of 1950. 


JJBoylan/mfe 

Iron and Steel Divn. IOB 
March 8, 1951 

NPA-495 


Rorary ELecrric STeer Co., 
Detroit 20, Mich. 


DIRECTIVE 478 


Dear Sir: You are hereby directed to schedule, produce, and ship, not later than 
April 30, the items of alloy steel as listed below : 
Kropp Forge Company, Chicago, TI. 
P. 0. 63530 
4tons 4 R.C.S. SAE 8642 steel 
Indianapolis Drop, Indianapolis, Ind. 
P. O. 4832 
16 tons 6 R.C.S. SAE 8642 steel 
End use Diesel locomotive forgings. 
In case of inability to comply with this directive for any reason, communicate 
immediately with the Iron and Steel Division, National Production Authority, 
Washington, D. C., stating the reason or reasons therefor. 
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This action is taken pursuant to section 11.16, Regulation 2, of this Authority 
and section 101, Public Law 774 (81st Cong.), Defense Production Act of 1950. 
JJBoylan/mfc 
Iron and Steel Divn. IOB 
March 8, 1951 
NPA-495 


SHEFFIELD STEEL Corp., 
P.O. Bor 3129, Houston, Tez. 


DIRECTIVE 479 


Dear Str: You are hereby directed to schedule, produce, and ship the items of 
alloy steel as listed below : 
Not later than April 10 
Kropp Forge, Chicago, III. 
P. O. $3529 
40 tons 4% R.C.S. SAE 8742 steel 
Ladish Company, Cudahy, Wisc. 
P. O. SF6140 
40 tons 4% R.C.S. SAE 8742 steel 
Not later than April 30 
Kropp Forge, Chicago, II. 
P. O. $3529 
82 tons 4%, R.C.S. SAE 8742 steel 
Ladish Company, Cudahy, Wisc. 
P. O. SF6140 


82 tons 4% R.C.S. SAE 8742 steel 
End use Diesel locomotive forgings. : 

In case of inability to comply with this directive for any reason, communicate 
immediately with the Iron and Steel Division, National Production Authcrity, 
Washington, D. C., stating the reason or reasons therefor. 

This action is taken pursuant to section 11.16, Regulation 2, of this Authority 
and section 101, Public Law 774 (81st Cong.), Defense Production Act of 1950. 
JJBoylan/mfc 
Iron and Steel Division IOB 
March 8, 1951 
NPA-495 


TIMKEN STEEL AND TUBE DIVISION, TIMKEN ROLLER BEARING CO., 
Canton, Ohio. 


DIRECTIVE 472 


Dear Sir: You are hereby directed to schedule, produce, and ship, not later than 
April 30, the items of alloy steel as listed below : 
American Forge, Chicago, Ill. 
P. O. F5669 
66 tons 534 KD SAE 2330 steel 
End use Diesel locomotive forgings. 

In case of inability to comply with this directive for any reason, communicate 
immediately with the Iron and Steel Division, National Production Authority, 
Washington, D. C., stating the reason or reasons therefor. 

This action is taken pursuant to section 11.16, Regulation 2, of this Authority 
and section 101, Public Law 774 (Sist Cong.), Defense Production Act of 1950. 
JJBoylan/mfc 
fron and Steel Divn. IOB 
March 8, 1951 
NPA-495 
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Unirep States STEEL Co. 

4386 Seventh Avenue, 

Pittsburgh, Pa. 
DIRECTIVE 475 
Dear Sie: You are hereby directed to schedule, produce, and ship the items of 

alloy steel as listed below : 

Not later than April 10 

Taylor Forge, Chicago, Il. 
O. 2390 


240 tons 9%’’ R. C. S.—SAE 6145 steel 
Not later than April 30 
Taylor Forge, Chicago, Ill. 
P. O. 2390 


160 tons 9%’’ R. C. S—SAB 6145 steel 
Park Drop Forge, Cleveland, O. 
A-3618 


180 tons 9%’’ R. C. S—AISI-A-5046 steel 
End use Diesel locomotive forgings. 

In case of inability to comply with this directive for any reason, communicate 
immediately with the Iron and Steel Division, National Production Authority, 
Washington. D. C., stating the reason or reasons therefor. 

This action is taken pursuant to section 11.16, Regulation 2, of this Authority 
and section 101, Public Law 774 (81st Cong.), Defense Production Act of 1950. 


JJBoylan/mfc 

Iron and Steel Divn. IOB 
March 8, 1951 

NPA-495 


REPUBLIC STEEL CORP., 

Massillon, Ohio 

DIRECTIVE 477 
Dear Srr: You are hereby directed to schedule, produce, and ship the items of 
alloy steel as listed below : 
Not later than April 10 
Taylor Forge, Chicago, I. 
P. O. 2392 


65 tons 9%’’ R. C. S.—SAE 6145 steel 
Not later than April 30 
Taylor Forge, Chicago, Il. 
P. O. 2392 


100 tons 9%’’ R. C. S.—SAE 6145 steel 
End use Diesel locomotive forgings 
In case of inability to comply with this directive for any reason, communicate 
immediately with the Iron and Steel Division, National Production Authority, 
Washington. D. C., stating the reason or reasons therefor. 
This action is taken pursuant to section 11.16, Regulation 2, of this Authority 
and section 101, Public Law 774 (81st Cong.), Defense Production Act of 1950. 


JJBoylan/mfec 

Iron and Steel Divn. IOB 
March 8, 1951 

NPA-~495 
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CRUCIBLE STEEL Co. OF AMERICA, 
Henry W. Oliver Building, Pittsburgh, Pa. 
DIRECTIVE 476 
Dear Str: You are hereby directed to schedule, produce, and ship the items of 
alloy steel as listed below: 
Not later than April 10 
Taylor Forge, Chicago, Il. 
P. O. 2391 
80 tons 9%’’ R. C. S.—SAE 6145 steel 
Not later than April 30 
Taylor Forge, Chicago, Tl. 
P. O, 2391 
165 tons 9%’ R. C. S—SAE 6145 steel 
End use Diesel locomotive forgings 
In case of inability to comply with this directive for any reason, communicate 
immediately with the Iron and Steel Division, National Production Authority, 
Washington. D. C., stating the reason or reasons therefor. 
This action is taken pursuant to section 11.16, Regulation 2, of this Authority 
and section 101, Public Law 774 (81st Cong.), Defense Production Act of 1950. 


JJBoylan/mfe 

Iron and Steel Divn. IOB 
March 8, 1951 

NPA-495 


Marcu 8, 1951. 
MIDVALE Co., 
Nicetown, Philadelphia, Pa. 


DIRECTIVE 473 


Dear Str: You are hereby directed to schedule, produce, and ship, not later 
than May 15, the items of alloy steel as listed below : 
Ladish Company, Milwaukee, Wis. 
P. O. SR 6146 
150 tons 7’’ R. C. S.—A. I. S. I. 8642-H steel 
P. O. 8. F. 6139 
13 tons 7’’ R. C. S.—S. A. E. 8642 steel 
Kropp Forge Company, Chicago, Ill. 
P. O. 8 3531 
11 tons 5’’ R. C. S.—S. A. E. 8742 steel 
End use Diesel locomotive forgings. 

In case of inability to comply with this directive for any reason, communicate 
immediately with the Iron and Steel Division, National Production Authority, 
Washington, D. C., stating the reason or reasons therefor. 

This action is taken pursuant to section 11.16, Regulation 2, of this Authority 
and section 101, Public Law 774 (Sist Cong.), Defense Production Act of 1950. 


JJBoylan/mfe 

Iron and Steel Divn. 10B 
March 8, 1951 

NPA-495 
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BETHLEHEM STEEL Co., 
Bethlehem, Pa. 


DIRECTIVE 471 


Dear Sir: You are hereby directed to schedule, produce, and ship the items 
of alloy steel as listed below : . 
Not later than April 10 
Taylor Forge, Chicago, I11. 
P. O. 2393 
65 tons 9%’’ R. C. S—SAE 6145 steel 
Not later than April 30 
Taylor Forge, Chicago, Ill. 
P. O, 23938 
100 tons 9%’’ R. C. S—SAE 6145 steel 
End use Diesel locomotive forgings. 

In case of inability to comply with this directive for any reason, communicate 
immediately with the Iron and Steel Division, National Production Authority, 
Washington, D. C., stating the reason or reasons therefor. 

This action is taken pursuant to section 11.16, Regulation 2, of this Authority 
and section 101, Public Law 774 (81st Cong.), Defense Production Act of 1950. 


JJBoylan/mfe 

Iron and Steel Divn. 10B 
March 8, 1951 

NPA-495 


Fesruary 13, 1951. 


STEEL PrRopUCING SUBSIDIARIES OF UNITED STATES STEEL Co., 
Care of Vice President, Sales, 
United States Steel Co., 
436 Seventh Avenue, Pittsburgh, Pa. 


DIRECTIVE 


GENTLEMEN: You are hereby directed to include as early as possible in March 
rolling approximately 298 tons of open-hearth steel plate, customer's require- 
ment specification EMS—48398, applying on Electro-Motive Division, General 
Motors Corp., La Grange, Il., order to be issued immediately by them covering 
the following material: 


1% x 65 x 12’4’’ 


1 x 88 x 9’2”’ 
% x 3314 x 10’ 

% x 54 x 10’ 

% x 56144 x 10’10’’ 

If, for any reason, you cannot comply with this directive, communicate im- 
mediately with the National Production Authority, Iron and Steel Division, 
Plate Section, Washington, D. C., stating the reason therefor. 

This action is taken pursuant to section 101 of the Defense Act of 1950, and 
section 11.16 of National Production Authority Regulation 2. 


WEBossert : ses 
NPA 495 


FEBRUARY 21, 1951. 
CENTRAL Iron & STEEL Co., 
Harrisburg, Pa. 


DIRECTIVE 348 


GENTLEMEN; You are hereby directed to include, as early as possible in April 
rolling, approximately 250 tons of open-hearth steel plate conforming to cus- 
tomer’s specifications applying on order to be received from the Baldwin-Lima 
Locomotive Works at Lima, Ohio, with purchase order to be issued by Mr. J. T. 
Morrison, Eddystone, Pa. 
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If, for any reason, you cannot comply with this Directive, communicate im- 
mediately with the National Production Authority, Iron and Steel Division, Plate 


Section, Washington, D. C., stating the reason therfor. 
This action is taken pursuant to section 101 of the Defense Act of 1950, and 


section 11.16 of National Production Authority Regulation 2. 
WEBossert :scs 
NPA 495 

Feeevary 26, 1951. 


Beru_em Steer Co., 
Bethlehem, Pa. 
DIRECTIVE 


GENTLEMEN : You are directed to include in first scheduled rollings after March 
15, 1951, approximately 160 tons of structural shapes applying on Baldwin-Lima- 
Hamilton order B-222449 for Diesel electric-locomotive construction. 

In case of inability to comply with this directive for any reason, communicate 
immediately with Iron and Steel Division, National Production Authority, Wash- 
ington, D. C., stating the reason or reasons therefor. 

This action is taken pursuant to Defense Production Act of 1950. 

NATIONAL PRODUCTION AUTHORITY. 


RAMarble/cww 
Iron and Steel Div. IOB 

NPA 495 

2-26-51 

Mr. Stevens. My reason for making the request is twofold: First, 
they substantiate his testimony with regard to the 1,900 tons; and, 
secondly, the date of those directives is March 8. 

Perhaps you can verify that. 

In addition, Mr. Cole testified that the first set of GA-3’s came to 
him after that 1,900-ton directive had been issued, and he also testi- 
fied that the first set of GA-3’s came to him on March 5, 6, 7, 8, or 9, 
which seems to mean that the first set of GA-3’s came to him on 
March 9. 

As I understand Mr. Rankin’s testimony—and perhaps you will 
want to qualify it in the light of this—Mr. Cole instructed you to pre- 
pare a directive in the precise amount of tonnage which came to you, 
er which was found in the GA-3 request for General Motors, and 
which he did not receive until after he had made that instruction 
to you. 

in other words, he made that instruction to you on March 5, 6, or 7, 
and he received the General Motors GA-3 which had been perpared in 
the Transportation Equipment Division on March 9. | 

Mr. Ranxrn. I believe that is correct. 

Mr. Stevens. You would still say that your best recollection is that 
your instruction was received on March 5, 6, or 7? 

Mr. Rankin. Approximately that. 

Mr. Srevens. That would be the first 3 days of the week preceding 
the week in which March 14 falls. 

Mr. Rankin. That is approximately right. 

The Cuatmrman. Mr. Rankin, I just want to get this together, if I 
may. Under the document admitted into evidence here called “In- 
term Relief Rendered to the Electro Motive Division, General 
Motors,” dated March 14, 1951, we have a firm directive for the ship- 
ment of a certain tonnage of steel to General Motors, and it gives the 
amount of tons, and the names of the steel companies. They are indi- 
cated in this document. 
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On that date there was no relief given to the other four locomotive 
builders in the form of a directive, whereas on a subsequent date, 
namely, March 19, the documents indicate that the relief given to the 
other four builders, other than General Motors, was to be in the form 
of a DO rating only. 

It is significant that all documents, the one to General Motors being 
a firm directive, and the other four for the other locomotive builders, 
contain the same and identical explanation and justification. In 
other words, the explanations contained in the documents for the direc- 
tive and the explanation and justification contained in the DO are in 
the same 2 Is that correct ? 

Mr. RankIn. Yes. 

Mr. Go.pstrrn. You stated you discussed this problem of General 
Motors with Mr. Cole, and at his direction you went out to find out 
whether or not the steel suppliers could supply General Motors. Is 
that correct ? 

Mr. Ranxrn. Yes. 

Mr. Gotpstern. Did Mr. Cole ever come to you and tell you there 
were recommendations for directive action on behalf of four other 
locomotive builders, and that you had better go out and find out what 
the status of their orders would be? 

Mr. Ranxrn. No, he did not. 

Mr. GoipstErn. Did he ever consult with you to find out whether or 
not the DO ratings as distinguished from a directive would be more 
desirable for the other four locomotive builders ? 

Mr. Ranxtrn. He did not discuss that with me. 

Mr. Goipsre1n. Did anyone discuss it with you? 

Mr. Ranxrn. No. sir. 

Mr. Stevens. Or in your presence? 

Mr. Rankin. That is correct. 

Mr. Gotpsre1n. So that as far as you know Mr. Cole never consulted 
with you as to whether or not the DO ratings would be desirable instead 
of a directive for the other four builders? 

Mr. Rankin. We were having staff meetings constantly at the time. 
I was aware of the background information on the whole problem. 
Everybody talked among themselves about the general problem. 

Mr. Srevens. Mr. Rankin, prior to the commencement of these 
hearings, did you know that the documents which have lately been 
found dated March 19, and which are now in evidence, showing they 
have been marked down to a DO rating—did you know those docu- 
ments carried a DO rating, whereas the Genera] Motors directive 
which was issued carries a directive priority ? 

Mr. Ranxrn. I knew they were for DO concurrence. Yes. 

Mr. Stevens. How did you learn that? 

Mr. Rankin. Discussion in the office. In other words, I was aware 
that there were such documents. 

Mr. Stevens. You were aware of the fact that the General Motors 
directive was for not just DO rating, but was in a directive form when 
issued, and you were also aware of the fact that there were outstand- 
ing other requests which had become merely DO’s? 

fr. Rankin. I was aware that DO action was being asked for in 
connection with all locomotive builders. 

Mr. Kerattne. Except General Motors. 

Mr. Ranxtn. No. Including them, I would say. 
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Mr. Gotpsrern. On what basis do you include General Motors for 
DO action? What is there in the record, or your record, that indicates 
General Motors got a DO instead of a directive on March 14? 

Mr. Ranktrn. I don’t believe I understand the question. 

Mr. Gotpsrern. You say, sir, that General Motors was included in 
the group contemplated for DO action ? 

Mr. Ranxry. Yes, sir. 

Mr. Goupsrern. But actually they didn’t get DO action. They got 
something better. They got a directive. 

Mr. Rankin. That’s right. They got a directive. 

Mr. Goupstern. In your discussions to which you have alluded re- 
lating to the DO’s for the other four companies, did anyone give any 
reason why they thought a DO was necessary for the other four com- 
panies ie something better for General Motors? 

Mr. Ranxrn. That was a determination Mr. Cole made. 

Mr. Keatrnc. Did he discuss it at the staff meetings ? 

Mr. Ranxrn. I would say it was discussed. 

Mr. Kearttne. The greater need of General Motors than the other 
manufacturers was discussed ? 

Mr. Ranxin. That is correct. 

Mr. Keatine. By Mr. Cole? 

Mr. Rankin. That is correct. 

Mr. Gotpstern. How was that presented? Did he say, “General 
Motors needs a lot more than the other people, and we are going to 
give the other people just a DO”? Was there a firm discussion, and 
did anybody question it and say, “Why is it a DO for the other four?” 
or did everybody take it at face value when Mr. Cole said it, or just 
how was it discussed ? 

Mr. Rankin. There had been discussions for quite a few days about 
the whole situation, pro and con. 

Mr. Gorpsrerxn. Would you sort of summarize the pros and cons, 
and how the discussion went ? 

Mr. Stevens. Let us fix the date first. About when did this dis- 
cussion take place? Before or after you received instructions from 
Mr. Cole to prepare directives? In other words, before or after 
March 5, 6, or 7? 

Mr. Ranxry. As I recall, it was brought to a head when the Electro 
Motive or General Motors representative saw Mr. Cole. In other 
words, the whole locomotive problem had been discussed back and 
forth with the Transportation Department, and it was after Mr. 
Cole had seen representatives that he determined without further con- 
sultation that the directive was required. 

Mr. Stevens. And you say at staff meetings the fact was discussed 
that General Motors was to get a directive, and the others were to 
get just DO's. 

Would that staff meeting have taken place prior to March 5, 6, or 7? 

Mr. Rankin. I think I used the termimology “staff meeting” 
incorrectly. 

Mr. Stevens. You say staff: 

Mr. RAnKrin. Meetings among the people in the Division. It was 
not a specific meeting regarding directive action. 

Mr. Stevens. Well, we will omit reference to staff meetings and just 
try to fix the time of such discussions. Would they have occurred 
before or after March 5, 6, or 7? 

Mr. Rankin. Before. 
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Mr. Stevens. They would have occurred before ? 

Mr. Rank. That is correct. 

Mr. Srevens. In other words, before Mr. Cole instructed you to 
prepare directives, you participated in discussions with him as to 
whether General Motors should get a directive or a DO? 

Mr. Ranxrn. That is correct. 

Mr. Gorpsre1n. Just what was said, in terms of why there should 
be a DO for the others and a directive only for General Motors? If 
you can, let us know exactly what went on. 

Mr. Ran«rn. I didn’t actually talk to any General Motors people. 
T didn’t have, of course, conferences. 

Mr. Gotpstern. Let us see if we can cut this down to a very simple 
question. 

We have been talking about staff discussion in which you had a dis- 
cussion about DO’s for the other manufacturers and a directive for 
General Motors, which was brought to a head by a personal interview 
between a General Motors representative and Mr. Cole. 

Mr. Rankin. Yes. 

Mr. Gotpsrern. In these discussions which you said took place, you 
said there were pros and cons. What were the pros and cons, and who 
presented them as pros and cons? In other words, why was a DO 
given to other manufacturers, but General Motors obtained a special 
directive ¢ 

Mr. Rankin. Anything I would say would be, as far as I am con- 
cerned, second-hand, because, as I mentioned, my predecessor, Mr. 
Robinson, was still there, and he was chief of the section. He actually 
was in on conversations. I was aware of what was going on, but I 
personally was getting it second-hand. 

Mr. Gotpstetn. Then you didn’t participate in any of these staff 
discussions ¢ 

Mr. Rankin. I knew what was going on. 

Mr. Gotpsrern. Did it ever occur to you that you would want to 
know why things were being done, or did you just go ahead and do it 
because you were told to do it. 

Mr. Rankrn. I was new there. My chief of the section was still 
there. I was not to take over until he left. I personally did not get 
into many discussions. 

Mr. Bryson. Did you say you were present on that day at the staff 
meeting ? 

Mr. Ranxrn. I would say on some occasions. 

Mr. Gotpsre1n. But tell us what happened when you were present. 
Tell us who else was present and what was said there. 

Mr. Rankin. These were informal discussions. 

Mr. Gotpstrern. I know, and we are aware they were informal, and 
they were not staff meetings, but staff discussions. However, you 
were present, and other people were present, and discussions took 
place. 

Can you tell us first who was present on these occasions ? 

Mr. Ranxin. Iamsorry. I couldn’t even tell you that. 

Mr. Goupste1n. Was Mr. Cole present ? 

Mr. Ranxrn. I have discussed the situation with Mr. Cole. Yes. 
Mr. Gotpstetn. Tell us what your discussion was with Mr. Cole. 
Sot Rankin. My discussions were in the way of listening rather 

than—— 
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Mr. Goutpstern. Then tell us what Mr. Cole told you. I am not 
asking you only for what you said. I want to know what took place. 
There were two people present—you and Mr. Cole—and somebody 
said something. 

The Cuatrman. Mr. Rankin, I just want to say all we want here 
is to get.the facts, and if you can recall what the discussion was and if 

ou can recall what Mr. Cole said and what you said, why, let us 
nae it. We are not trying to get anybody. I want you to understand 
that. 

Mr. Rankry. I appreciate that, and I am certainly not trying to 
conceal anything either. 

The Cuatrman. I understand that, but try to be cooperative and 
search your memory and see if you can recall it. 

Mr. Rankin. I was rincipally connected in the thing in that I 
actually checked the mills that might possibly be involved, as to who 
could furnish the tonnage. That was my place in the picture. When 
the Electro Motive representatives were there they left a bill of 
material and a list of all of their subcontractors—the forging com- 
panies, and the tonnage involved, sizes, and so forth. 

Mr. Gotpstern. With whom did they leave that, sir? 

Mr. Rankin. Mr. Cole. My part in the picture was simply that I 
checked all of those facts. I checked them with the mills and with 
Mr. Sweeney we checked the forge companies, and ascertained that 
the facts were correct as stated in the bill of materials. That was my 
part in it. 

The CHatrman. You acquiesced in any event—those documents 
show that—you acquiesced in any event in an action which was a firm 
directive to General Motors as against DO’s to the others. Do you 
remember what you said in connection with that differentiation, as 
between General Motors and the others? 

Mr. Ranxtn. I remember generally, and it would be in a second- 
hand way, because I personally did not have conversations with any 
of these people, but the theme was generally that in the first place the 
American Locomotive Co. was on strike. So that eliminated that as 
a possibility. Then Baldwin’s Lima organization had already re- 
ceived two directives. That was that company. 

Mr. Gotpstern. May I interrupt at that point / 

The Cuamman. Let him go on. 

Mr. Rankrn. The Fairbanks-Morse Co. was another. I have a 
note in my file which is a note that their bill of material was not yet 
prepared and they were not ready to discuss details. That was going 
to come later. ; 

The General Electric Co., as I reeall, it was a very minor, tonnage, 
and was not a real consideration. That is the background which I 
had, not taking part in any of it myself. 

Mr. Goupsrerxn. Now, you say General Electric was a minor ton- 
nage, so we don’t take that into consideration. I would like you to 
keep that in mind in answer to this question. 

You also said Baldwin got something. It is true, according to the 
documents which Mr. Cole submitted to us, that during the month of 
February specifically on the 2ist and 26th of February, Baldwin 
got a total of 410 tons. But it is also true Baldwin needed over 2,800 
tons on the interim relief program which was knocked down to DO's. 
Size-wise this is more than what General Motors needed. 
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If you are going to measure it in terms such as that, that General 
Electric needed ye a little bit, here is Baldwin saying that the 400 
tons was not enough, and it was just small potatoes and had nothing 
to do with the interim relief program, and here is 2,800 tons that we 
need. 

Does that make their situation more serious than General Motors 
insofar as General Motors is more serious than General Electric / 

Mr. Rankin. I was personally not in on that conversation at all. 
I just knew it had happened. 

Mr. Stevens. Mr. Rankin, is it the substance of your testimony that 
you were of the impression in the limited “7 in which you partici- 
pated in this, that on the merits General Motors’ request required 
directive treatment, and on the merits the others could properly take 
the lesser form of relief? 

Mr. Ranxrn. I know that was Mr. Cole’s thought. 

Mr. Stevens. You know that was Mr. Cole’s thought ? 

Mr. Rankin. That’s right. 

Mr. Srevens. That he differentiated between General Motors and 
the rest on the merits of the requests? 

Mr. Rankin. That’s right. 

Mr. Stevens. Do you know as a matter of fact whether you or 
anyone, to your knowledge, ever took that position in the discussions 
with the Transportation Equipment Division? In other words, did 
they explain that it was not that papers were just lost, or something 
like that, but that there was a dideuamee in the merits of the requests 
which was the source of this problem ? 

Mr. Ran«tn. I don’t believe I personally talked with the transpor- 
tation group at all. I think the people in the Steel Division did. 
Yes. 

Mr. Srevens. Do you know of anyone, to your knowledge, who 
made that sort of explanation to the Transportation Equipment 
Division ¢ 

Mr. Rankin. I think Mr. Cole had, and I think Mr. Sweeney had. 

Mr. Srevens. Don’t speculate, Mr. Rankin, because I don’t think 
you should be called upon to do that. 

Do you know of your own knowledge of anyone in your presence, 
or did you see any written material, making that explanation ? 

Mr. Ranxrn. No, sir. 

Mr. Gotpsrern. Mr. Rankin, now you have been in the steel busi- 
ness for quite some time, or at least you have gotten up to a fairly 
sizable position with Republic Steel. I would like to ask you whether 
or not you feel that the background that you have, in a hypothetical 
case, would give you the basis for determining whether or not the needs 
of one locomotive builder were better or more meritorious than an- 
other? Are you prepared to be able to distinguish between the needs 
of one builder as against another ¢ 

Mr. Rankin. I think I am equipped to analyze the situation as 
presented to me. 

Mr. Gotpsrein. If you were presented with a situation would you 
consult with the people in Mr. Glenn’s office ¢ 

Mr. Ranxry. You mean a similar situation ? 

Mr. Goupsrein. Yes. A situation where you had to analyze the 
needs of a locomotive builder. 
Mr. Rankty. Yes; I would. 
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Mr. Gotpstrern. You don’t have any engineers who have railroad 
background in your organization, do you# That is, people who are 
trained to work in the railroad field ? 

Mr. Ranxtn. No; I don’t believe we have any in the railroad field. 

Mr. Gotpstrern. I see. So that you would have to depend on Mr. 
Glenn’s office for their engineering advice, wouldn't you ¢ 

Mr. Ranxrn. We wouldn't depend on Mr. Glenn's office as far as 
steel tonnage is concerned. 

Mr. Goupstri1n. No. Not as between two people, but as to whether 
somebody had the need for steel, could you decide whether or not he 
had a legitimate need for steel and if he was a locomotive builder, 
would you depend on Mr. Glenn’s office, or your own judgment for 
that ? 

Mr. Rankin. We would like Mr. Glenn’s thoughts, and we would 
also screen an application, as we do any application, and as we do all 
applications from all claimant agencies. 

Mr. Gotpstrern. In other words, you would be the final arbiter and 
would decide whether or not the people in Mr. Glenn’s office made an 
efficient and careful analysis of the facts ¢ 

Mr. Ranktn. We would as far as the steel that was involved. Yes. 

Mr. Srevens. But, Mr. Rankin, as far as two competing locomotive 
builders are concerned, who would be in a better position to judge the 
relative emergency situation as to which of two locomotive builders 
was in the more critical position? Would your division be in the 
better position to judge that, or would Mr. Glenn’s division be in a 
better position to judge that ¢ 

Mr. Rankin. I think the Steel Division probably would be because 
they are more familiar with historical patterns and what a company 
uses, and how much, and so forth. 

Mr. Srevens. It is your testimony—and I think you should be very 
sure that you mean that—it is your testimony that the Iron and Steel 
Division is more competent to determine whether Fairbanks-Morse, 
Baldwin-Lima, or any of the other locomotive builders, is in a more 
critical position and in a more desperate need of steel in the next 2 
or 3 months than are the men in the Locomotive Division, the Trans- 
portation Equipment Division ? 

Mr. Ranxry. No; I don’t think you could make that as a general 
statement. 

Mr. Srevens. I didn’t think you could. 

Mr. Rankin. No. I misunderstood. 

Mr. Srevens. You think probably the men in Mr. Glenn’s Division 
would be more competent to make that type of determination / 

Mr. Rankin. I think we both have to work together on those things. 

Mr. Srevens. I understand that, but as to the relative degree of 
being in an emergency status, as between two locomotive builders, both 
of whom need steel, wouldn't you say Mr. Glenn’s Division would be 
more competent to judge between the two builders? 

I might say before you answer, Mr. Rankin, that Mr. Cole testified 
that he was convinced that the Electro Motive Division was in a criti- 
cal position, but he had not made a full examination of the facts as to 
the other four. I don’t believe he took the position that he was in a 
better position to judge if it were presented to him on a full factual 
basis. 
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Mr. Rankin. We in the Steel Division certainly have to take the 
recommendations of our claimant agencies. There is no question 
about it. 

Mr. Stevens. Then it would be your opinion that the men in Mr. 
Glenn’s Division would be more competent to make the type of deter- 
mination which I have tried to describe ? 

Mr. Ranxrn. They are certainly prepared to make a good decision. 

Mr. Srevens. That is not the specific answer to my question. 

Mr. Rankin. I am sorry. 

Mr. Stevens. Do you think they are more competent—the men in 
that Division, to the best of your knowledge—to make that type of 
determination than are the men in the Iron and Steel Division ¢ 

Mr. Rankrn. I don’t like to make a general statement. I think it 
depends on the circumstances. . 

Mtr. GotpsteIn. Let us take a specific case. Let us take this case. 
Here you have General Motors being recommended for 2,663 tons of 
steel by the Transportation Equipment Division, and they say that 
they recommend a directive be issued in behalf of General Motors. 
The Transportation Equipment Division also recommends certain 
tonnages for four other holdacs, and they recommend identical] action 
on the same identical grounds for each of the builders, the only dis- 
tinction being the amount of tonnage. 

Now, specifically, in that case—not a general case, but in that spe- 
cific case—who is better able and who is more competent to judge the 
needs of the five builders—Mr. Glenn’s office or the Iron and Steel 
Division / 

Mr. Ranxrn. I don’t know that I could make a statement that 
either one is more competent. 

Mr. Gotpsteixn. Where are the engineers who have the background, 
and training, and know-how, and experience with the five builders ? 
Are they in your oflice, or Mr. Glenn’s office ¢ 

Mr. Rankry. The engineers, and so forth, are in Mr. Glenn’s office. 

Mr. Govpsrern. And the representatives of the builders are in Mr. 
Glenn’s office? Some of them are on his staff? 

Mr. Rankin. That is correct. 

Mr. Goupsrer. Are there any such people in your office ? 

Mr, Ranxin. In respect to locomotive builders, no. 

Mr. Goupsrern. We are just talking about locomotive builders. 

Mr. Ranxrn. Yes. 

Mr. Goupstern. You still think that despite the absence of trained 
personnel in your oflice you are more competent to judge that General 
Motors had a greater need than Mr, Glenn’s office was ? 

Mr. Ranxryn. May I digress just a second ¢ 

The Cuamman. Yes. Go ahead. Explain in your own way. 

Mr. Rankin. We in the Steel Division received similar requests 
from all the claimant agencies involved. I think there are some 40 
to 50 now. We couldn't possibly go along with the recommendations 
for tonnages from every one of these claimant agencies. It would 
immobilize steel in the country. 

_ In other words, the claimant agency might very well make a sound, 
firm recommendation, but we, knowing the supply, as a general state- 
ment I could not say we could go along with every recommendation of 
every claimant agency. 
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* The CuarrmaNn. In other words, the Steel Division has a certain 
amount of steel it must divide up as best it may ? 

Mr. Ranxrn. That’s right. 

The Cuarrman. In all industries—the railroad industry and other 
industries ¢ 

Mr. Ranxrn. That is correct. 

The Cuarrman. But that does not necessarily follow that you have 
the expert knowledge to determine which particular locomotive build- 
ers get steel and which particular locomotive builders shouldn’t get 
any at all? 

r. Rankin. That’s right. In other words, we never try to take 
the position of determining either the essentiality of an industry or the 
rate of its production. That is a program determination that we in 
the Steel Division don’t get into. 

The Cuairman. The Transportation Division indicated certain 
effect to you. They said, “This is our recommendation.” 

Mr. Ranxry. Yes, sir. 

The Cuarrman. And you are supposed to find out whether or not 
you can allocate a certain amount of steel for the purpose of loco- 
motive building. But do you think you have the expert knowledge 
with which to be able to differentiate to the extent that General Motors 
should get it all and the others should get none ? 

Mr. Ranxrn. No. But, as I understand it, it is only within our 
province to handle emergency situations. In other words, the broader 
program determinations of tonnage going to an entire industry is not 
within our province. 

Mr. Gotpsrern. You are talking about emergencies now. You have 
some know-how in the business. You know, as a matter of fact, that 
all General Electric asked for was 151 tons. General Motors asked 
for 2,663 tons. General Motors in February had the highest produc- 
tion in its history. General Electric laid off 400 people in February. 

Now, in terms of not taking large amounts of steel from other neces- 
sary points, why wouldn’t you say that General Electric had a greater 
need for 151 tons as against the 2,663 for General Motors? 

Mr. Rankin. You are asking me to analyze a situation that I didn’t 
actually analyze. 

Mr. Go.psrern. Well, those are the facts. 

The Cuarrman. I think we have had enough on this. I think we 
have gotten all that Mr. Rankin can give us, and the subcommittee can 
form its own conclusions. Let us proceed to the next item. 

Mr. Gotpstern. All right, sir. 

Mr. Rankin, did you ever see a memorandum dated April 5, 1951, 
which was directed to Mr. H. P. McCoy, copy to Mr. Cole? Did that 
ever pass through the channels of your office / 

Mr. Rankin. No, sir. 

Mr. Gotpsrers. You had never seen it? 

Mr. Rankin. I never saw it. 

The Cratrman. Did you know of the complaint which was pre- 
pared by Colonel Knight ? 

Mr. Rankin. No, sir. 

The Cuamman. You never saw it! 

Mr. Rankin. No, sir. 

The Cuatrman. Do you know what I refer to? 

Mr. Rankin. No, sir. 
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The CxHairman. This is a complaint dated April 5 prepared by 
Colonel Knight, and I ask you whether or not you ever saw it.’ 

(Document handed to witness.) 

Mr. Ranxrn. I never saw that. ; 

The Cuairman. Did you ever know of its existence? 

Mr. Ranxrn. Not until I was here the day before yesterday. 

Mr. Gotpsrztn. Did the facts stated in that memorandum ever come 
to your attention in any other form? 

fr. Ranxrn. No, sir. 

Mr. Gotpsrern. Or the allegations? 

Mr. Ranxrn. No, sir. 

Mr. Goupstern. Mr. Rankin, will you tell us whether or not in your 
function with the Republic Steel Corp. you sell steel to any locomotive 
builders ? 

Mr. Ran«tn. I believe Republic sells all of them. 

Mr. Gotpstery. Did you sell all of them ? 

Mr. Ranxrn. I believe. 

Mr. Gotpstern. In your particular Division you make sales to all 
of the builders. I am talking about your Division now. 

Mr. Rankin. I would say that is so. 

Mr. Goipstern. Who is your largest customer ? 

Mr. Ranxrn. The largest customer of Republic Steel ¢ 

Mr. Gotpsterx. Of your division, for steel for locomotive purposes. 

Mr. Ranxin. Without checking records, I honestly couldn’t say. 

Mr. Gotpstery. What is your general impression, and we will 
merely treat it as such. 

Mr. Ranxry. I honestly couldn't tell you who the largest bar cus- 
tomer of Republic was. I couldn’t tell you without checking. 

Mr. Gotpsrern. I have no further questions. 

Mr. Stevens. There is one point the record should be cleared up on. 

Directing your attention again to the directive issued March 14 
bearing your signature, which is the directive issued to General 
Motors, as I understand your testimony, as far as you know you did 
not personally dictate that memorandum or have your stenographer 
copy those first two paragraphs, which appear to be the same as in 
the other GA-3’s? 

Mr. Ranxtn, That is correct. I determined where the directives 
would go, and what sizes went to what company. 

Mr. Srevens. But the physical preparation of the document was 
not under your immediate supervision ¢ 

Mr. Rankin. That is correct. 

Mr. Srrevens. And also, as I understood your testimony, to the best 
of your knowledge, the physical preparation of that document would 
— been undertaken by Mr. Sweeney or someone who worked for 
1im 

Mr. Rankin. No. I think it was probably Mr. Robinson. 

Mr. Stevens. March 14 is the date when it was dictated. Would it 
have been Mr. Robinson then ¢ 

on Rankin. Well, mind you, it took a week to 10 days to prepare 
all this. 

Mr. Srevens. I am just trying to find out. You think most likely 
the physical preparation was handled by Mr. Robinson. That is your 


2 See exhibit No. 3, supra, p. 20. 
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best judgment. And, if someone instructed the stenographer to copy 
two paragraphs from another piece of paper, it was most likely 
Mr. Robinson ? 

Mr. Rankin. As I recall it, the directives on alloy steel went out 
first. That being the case, I think the stenographer in my office 
checked with the stenographer in the Alloys Section. I think that 
is what happened. 

Mr. Goxtosterx. Mr. Rankin, you did dictate all of the directives 
accompanying the General Motors directive which you signed. Your 
name appears as the dictator; does it not? 

Mr. pans That’s right. 

Mr. Gotpstern. And that is on the same date as the General Motors 
directive? 

Mr. Rankin. Those are the directive papers. The GA-3 paper 
was another paper. 

Mr. Gotpsrein. I realize that, but I am just trying to get the record 
clear. On all of the papers relating to General Motors getting steel, 
except for the GA-3, your name appears as dictator. Is that correct ? 

Mr. Ranxry. On the carbon steel, yes. There was alloy steel also. 

Mr. Gotpstern. But on the carbon-steel ones which you dictated 
on March 14, that is the date which appears thereon. Is that correct ? 

Mr. Ranxry. That is correct. 

Mr. Goipsrern. Does that refresh your recollection as to whether 
or not you had anything to do with the dictating of or instructions 
concerning the other directive, the GA-3 form and the retyped 
form ¢ 

Mr. Ranxrn. I honestly can’t tell you. 

Mr. Srevens. I think his testimony is clear, counsel. I am just 
trying to find out to the best of your ability, Mr. Rankin, who you 
believe it would have been, and you say it would have been Mr. 
Robinson. That would be your best opinion. In other words, I would 
like to be as open as I can about this. It appears that the first two 
paragraphs were copied from another piece of paper, and the ste- 
nographer was probably instructed to do that. 

Mr. Ranxry. I think so. 

Mr. Srevens. We just want to find out, if we can, who probably 
gave her those instructions. Your best guess is Mr. Robinson rather 
than Mr. Sweeney ? 

Mr. Rankin. I believe so. 

Mr. Gotpsterxn. What is Mr. Robinson's present position ? 

Mr. Ranxrn. Manager of bar sales of Jones & Laughlin Steel Co. 

Mr. Gotpstery. You say he left his duties on March 6. Was he 
still with the office on March 14, before he returned to J. & L.? 

Mr. Ranxry. I would like to check the dates specifically. I can’t 
tell you the exact day he left. 

Mr. Keattnc. How long was he down here? 

Mr. Rankin. I believe he went down there in late October or early 
November. 

Mr. Keattne. You have been here since early March ? 

Mr. Ranxrn. February 5. 

Mr. Keatine. And you are on a leave of absence from your com- 
pany ? 

Mr. Ranxrn. That’s right. 
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Mr. Kearrya. And you are receiving a salary from your company ¢ 
Mr. Ranxry. That is correct. 

Mr. Keatixe. How long are you planning to stay? 

Mr. Ranxrn. That is not within my province. 

Mr. Kearine. I see. 

You knew Mr. Cole of Bethlehem Steel before you came here ¢ 
Mr. Ranxrn. I had met him. 


Mr. Kearine. That is all. _ ta 
The Cuarmman. Mr. Rankin, is it not true that, in addition to Re- 


public Steel securing a loan from General Motors, Jones & Laughlin 
likewise secured a loan from General Motors! 


Mr. Rankin. I don’t know, sir. 
The Cirarmman. I think the record shows that a document was 


placed in the record which would indicate a loan was made by Gen- 
eral Motors not only to Republic Steel but also to Jones & Laughlin. 

Now, Mr. Rankin, you are assistant sales manager of Republic Steel 

Mr. Rankin. Of the bar-sales division. 

The CuarrMan. You are assistant manager of the sales division ? 

Mr. Ran«in. Bar-sales division. 

The Cuairman. Who is your chief in Republic Steel? Who is 
above you# Who is the manager ? 

Mr. Ranxry. Mr. J. V. Burley. 

The Cuarrman. Is he in the Government service / 

Mr. Rankin. No, sir. 

The Cuatrman. Now, as a sales manager, would you say that Gen- 
eral Motors was a large or is a large purchaser of steel from Republic 
Steel ? 

Mr. Ranxin. Yes; it is. 

The Cuarrman. Is it a preponderantly large purchaser? 

Mr. Ranxrn. General Motors is a large buyer of steel. 

The Cuarrman. Would you say it is the largest buyer of steel ? 

Mr. Rankin. That I wouldn’t know without checking the records. 

The Cuairman. What other company would buy more than General 
Motors from Republic Steel / 

Mr. Rankin. It might be any one of the automotive companies. 

The Cuarrman. But you can’t recall any company that would buy 
more from Republic Steel than General Motors! Now, mind you, 
this is not only steel for locomotives but steel for all other products 
that General Motors makes. Can you really conjure up the names of 
any companies which buy more steel from Republic Steel than General 
Motors / 

Mr. Ranxin. I know they are a very large buyer of steel. 

The Cuairman. But you can’t name any larger buyers now / 

Mr. Rankin, Offhand, I couldn’t tell you. 

The Cuairman. The Chair wants to make a comment that it seems 
that many sales managers and assistant sales managers hold very 
responsible positions in various branches of the National Production 
Authority, and these sales managers and assistant sales managers 
determine questions of policy in the National Production Authority. 
_ The Chair wonders whether it is a good thing, to have sales managers 
in high positions in the National Production Authority determining 
questions of policy. I think it might be well for the subcommittee to 
address itself to that general situation as time goes on. 

Are there any other questions of Mr. Rankin ? 

(No response. ) 
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The Cuairman. Thank you, Mr. Rankin. 

Mr. Rankin. Yes, sir. 

The Cuarrman. The next witness is Mr. Robert J. Glenn, Director 
of the Railroad Equipment Division, formerly known as the Trans- 
portation and Equipment Division. 


TESTIMONY OF ROBERT J. GLENN, DIRECTOR, RAILROAD EQUIP- 
MENT DIVISION, NATIONAL PRODUCTION AUTHORITY; AND 
STATEMENT OF ALBERT J. WOLKEN, ASSISTANT TO MR. GLENN 


The Cuairman. Mr. Glenn, will you raise your right hand, please? 

Do you solemnly swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Ginn. I do. 

Mr. Srevens. Mr. Glenn, would you first state your name and 
position ? 

Mr. Guenn. I am Robert L. Glenn, Acting Director of the Rail- 
road Equipment Division of the National Production Authority. 

Mr. Srevens. Would you care to sit down, Mr. Glenn? 

Mr. Glenn, would you just describe briefly your background and 
your connections, whether you are on a dollar-a-year status, or -full- 
time employee, and so forth ? 

Mr. Gienn. I am a full-time employee of the National Production 
Authority. I came into Government service in 1941. I was formerly 
with the Brotherhood of Locomotive Firemen and Enginemen as the 
general chairman and as editor and manager of their magazine. 

I entered Government service in the early part of the war, prior to 
Pearl Harbor, as labor supply officer for Ohio, Michigan, and 
Kentucky. 

I was brought to Washington to organize the field service as a 
Labor Division of the WPB, then the Emergency Management Office, 
and held various division directorships on the WPB. 

I was borrowed and later transferred to ODT. In ODT, as Trans- 
port Personnel Director, and later took over the Material and Equip- 
ment Division of ODT. 

I handled the voluntary freight-car program under Public Law 395 
for freight cars and barges and towing vessels. We distributed steel 
to the railroads and car builders, and set up schedules, also for the 
barge builders through the latter part of 1947, 1948, and 1949. We 
suspended the program in 1949, on April 15, 1949, when I was trans- 
ferred to the National Securities Resources Board in the same capac- 
ity, as Director of Material and Manpower. I assisted in developing 
the mobilization report under the direction of Col. J. Monroe Johnson, 
who was general chairman of the mobilization committee. 

I was borrowed on loan from the National Securities Resources 
Board to the Department of Commerce, National Production Au- 
thority to organize the Transportation Equipment Division. I came 
over in the middle of December, I think it was—I do not have the 
correct date—and I organized the over-all Transportation Division, 
which was then composed of three sections—rail, motor, water and 
air, and which was broken down into four sections on or about April 
15, 1951, creating four separate divisions. 

I have been there since as Acting Director of the Transportation 
Equipment Division. 
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Mr. Stevens. You are presently Acting Director of the Transporta- 
tion Equipment Division of NPA ? 

Mr. GueNn. I believe the name has been changed to “Railroad.” 

Mr. Stevens. Railroad Equipment Division ? 

Mr. Gienn. Railroad Equipment Division. Yes,sir. Iam on full 
Government pay. 

The Cuairman. Would you identify the gentleman at your left 
for the record ? 

Mr. Gienn. Albert J. Wolken. 

Mr. Worken. My name is Albert J. Wolken. 

The Cuatrman. What is your status in the service ? 

Mr. WotkKen. I am a full-time employee of NPA on Mr. Glenn’s 

staff. 
Mr. Stevens. Mr. Glenn, I wonder, without going into too much 
detail, if you would briefly tells us about your Division and the type 
of persons who are working there, something about their background, 
one how many of them are on a without-compensation basis ¢ 

Mr. Gienn. At the present time there is a total of 70 employees 
under me, including the secretaries and stenographers and typists. 

In the Locomotive Division we have 17, including 3 consultants—2 
that are there now on part time, that is, on a without-compensation 
basis. 

One is Mathew Tate, of the Baldwin-Lima-Hamilton Co.; J. H. 
Williams, from the General Electric Co., at Erie; and H. P. Davison, 
from the American Locomotive Co. 

Occasionally we have a man from General Motors, Vic Brennan. 

These three consultants work with us and assist us in developing 
the information from the locomotive builders and assist in deter- 
mining the size of allocations to each builder, for my use, and for my 
decision along with the other member of the staff we have in the Loco- 
motive Division under Colonel Knight who, I understand, testified 
here a few days ago. 

Mr. Stevens. Yes. Do you have, in addition to the men you named, 
— —— of perhaps less responsibility with a background in this 
Indust 

Mr. Guenn. In the Locomotive Branch I will read them—and I 
will leave this copy with the reporter for your information—we have 
Colonel Knight, who is the Chief. We have a statistician, Francis D. 
Dargo, also. 

On new production we have Frank McShalley and we have a sta- 
tistical pen Annie R. Burke. 

In our Commercial Locomotive Unit we have Floyd Galbraith. 
wah our Forging, Castings, and Materials Unit we have George H. 

eiler. 

Those men are actively participating in the analyses and studies in 
securing the necessary information to reach a conclusion on the num- 
ber of units that will be assigned in line with the steel tonnage that 
has been allocated by the Defense Production Administration’s Re- 
quirements Committee. 

Mr. Srevens. Do those men have a background which fits them for 
that type of work? : 

Mr. Gienn. Yes, sir. Colonel Knight has had long railroad experi- 
ence as a mechanical engineer. Mr. McShalley was raised in the rail- 
road industry. He served 5 years with the H. K. Porter Co., loco- 
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motive builders, in various capacities. He was in charge of loco- 
motive assembly and instructions in Europe and Central and South 
America. He was a Government inspector for the military services 
on locomotives in the last war, and was also connected for some time 
with the auxiliary locomotive section of the Bethlehem Steel Co. Mr. 
McShalley is also a full-time employee. Floyd Galbraith came to us 
from the Southern Railway as a full-time employee. Mr. Gailbraith 
started as a section laborer working on the track. He worked through 
various sections of the Southern Railway, where he still holds his 
seniority rights, and worked on up to chief accountant of stores of the 
Southern Railway, and is fully familiar with all of the MRO parts 
and other operations of a storehouse. 

George Weiler was with the Vanadium Corp. of America and was 
manager of the railroad division. He has a wide experience with the 
American Locomotive Co., the Heavy Stee! Forging Manufacturers 
Association; he was with the Standard Steel Works division of the 
Baldwin Locomotive Works; and was manager of the railroad divi- 
sion of the Vanadium Corp. of America. 

Mr. Tate, who is with the Lima Locomotive Works as an assistant 
to the president, worked in various capacities from a special apprentice 
upon the L. S. & M. S., now a division of the New York Central. 

He worked through various capacities as a special engineer of the 
Westinghouse Air Brake Co.; assistant master mechanic, traveling 
engineer, manager of service, manager of the railway division in Lima, 
and Deputy Chief of Transportation Equipment Division, War Pro- 
duction Board, all through the war. 

He has been with us and has been of immense help. 

We also have James H. Williams, who is another consultant from 
the General Electric Co., and who has had wide experience with the 
General Electric Co. in Diesel locomotive work, commercial engineer- 
ing, transportation equipment, and transportation service on the Man- 
hattan project; designing engineer and a test engineer. He is very 
competent and very reliable. 

I would like to leave this, if you would like to have it for the record 
of the subcommittee. 

Mr. Bryson. I think it would be of great value to have that entered 
into the record. 

The CHatrman. It may be so entered. 

(The document referred to is as follows:) 


Exuisir No. 7 


PERSONNEL OF THE RAILROAD EQUIPMENT DiIvIsION, NATIONAL PRODUCTION 
AUTHORITY 


Total present employees, 70; total present employees, locomotive branch 
(including 3 consultants), 17, as follows: 
Locomotive Branch: 

Chief, W. G. Knight 

Assistant, (coming) 

Secretary, Iva T. Branaman 

Statistical clerk, Francis D. Dargo 
New production section: 

Frank McShalley 

Engineer (coming) 

Secretary, Maxine Adams 

Statistical clerk, Annie R: Burke 
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Commercial locomotive unit (Diesel and steam) : 
Floyd Galbraith 
Stenographer (coming) 
Two analysts (coming) 
Electric and gasoline unit: (Personnel coming) 
Electric and gas, parts and components unit: (Personnel coming) 
Forgings, casting and materials unit: 
George H. Weiler 
Typist (coming) 
Consultants: 
Mathew Tate, Baldwin-Lima-Hamilton Co, 
J. H. Williams, General Electric Co., Erie 
H. P. Davison, American Locomotive Co, 














BACKGROUND BRIEF 











Name: Knight, William G. 
Address: (1) Washington, Allies Inn; phone, Na. 0523. (2) Home, same; 
phone, same. 

From what company, business or Government agency: National Production 
Authority. 

Title, last position: Industrial analyst. 

School or College: Massachusetts Institute of Technology; Course: Law, 
engineering arts and teaching certificate. 

Type or types of work in which you feel most proficient in Government: 
Consulting mechanical engineer. 









EXPERIENCE BACKGROUND 






One-line notations of successive positions held during past 20 years, mentioning 

in parentheses employees, volume controlled, ete. : 

Last position: Consulting engineer Royal Government of Thailand (Siam), 6 mos, 

Previous to that, Engineer Metropolitan Water Board for the Commonwealth of 
Mass. 

Concurrent with, Instructor in Steam Engineering and Thermodynamics at Mass. 
Inst. of Tech., in the University Extension Series, Mass. Dep't of Education 2 
years. Principle Stockholders Committee, Chicago & Great Western Railroad 
Co. 

Consulting Engineer, Bond Holders Committee, N. Y. Ontario & Western Rail- 
road. 

Lightbody & Co., Textiles Studies in Great Britain, 1948. 

Mechanical Superintendent Bangor & Aroostook Railroad, In charge of Design 
Maintenance, of Rolling Stock, Shops, Engine Terminals, Labor Relations and 
Mechancal Engineering, 4 years. 

Asst. to the General Mechanical Supt. Boston & Maine R. R., duties similar to 
the above 4 years. 

Asst. General Air Brake Inspector B. & M. R. R. 3 yrs. 

General Inspector of Motive Power B. & M. R. R. 3 yrs. 

Traveling Engineer B. & M. R. R. 3 years. 

Locomotive Engineer B. & M. R. R. 2 yrs. 

Locomotive Fireman 6 years. 





















MILITARY 







Col. Corps of Engineers, Asst. General Manager Military Railways, U. S. Army 
1 yr. 4 

Liaison Officer with British General Staff at New Delhi, India, 6 mos.  (In- 
valided H.) 

Col. 386 Infantry, 1938 to 1941. 

Lt. Col. Executive Officer, 386 Inf. 1936 to 1938. 

Lt. Col. Corps of Engineers, Military Railway Div. 1931 to 1936. 

Maj. Corps of Engineers, 1922 to 1931. 

Capt. Corps of Engineers, A. FE. F. 1918 to 1919. Attached to Inter-Allied Comm, 
1919. 

Private-Sergt. 8th Inc, Mass. National Guard, 
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MILITARY SCHOOLS 


Engineers School, Ft. Belvoir, 1932. 

Engineers School, LeMans, France, 1918. 

Command & Genera! Staff, School Exten. 1981 to 1940. 
General Staff Corps, Qualifications. 


BACKGROUND BrIEF 


Name: Frank J. McShalley. 

Address: (1) Washington, New GAO Bidg., Wash., D. C., phone, ST. 5200, 
extension 597. (2) Home, 504 Sleepy Hollow Rd., Falls Churen, Va., plone, 
FA. 7534. 

From what co., business, or Gov’t agency: H. K. Porter Co., Inc. 

Title, last position: Production Manager. 

School or college: I. C. S., Hays, G. W. U. Course: Engineering. 

Type or types of work in which you feel most proficient in Gov’t: Railroading, 
as pertains to locomotives, shop practice, and production. 


EXPERIENCE BACKGROUND 


One-line notation of successive positions held during past 20 years, mention- 
ing in parentheses employees, volume controlled, etc. : 


5 yrs., Europe, Central and South America—locomotive assembly and instruc- 
tions. 

8% yrs., Gov’t Inspector, Chief Insp. Industrial Specialist, Engineer P-6, and 
chief of Branch. 

7 yrs., Bethlehem Steel Co., Sales & Service Engineer, Auxiliary locomotive. 


BACKGROUND Brier 


Name: Floyd L. Galbraith. 

Address: (1) Washington. (2) Home, 1408 T Street SE; phone, Ludlow 
4-6461. 

From what company, business, or Government agency, Southern Railway Co., 
Fifteenth and K Streets NW., Washington, D. C. 

Title, last position: Chief accountant, stores department. 

School or college: High school and I. C. S. accounting. 

Type or types of work in which you feel most proficient in-Government: Rail- 
road maintenance, repair, and operation (cars and locomotives). 


EXPERIENCE BACKGROUND 


One-line notation of successive positions held during past 20 years, mention- 
ing in parentheses employees, volume controlled, ete. : 


SOUTHERN RAILWAY CO. 
(Dates from memory) 


2/5/51-Date—-N. P. A. Locomotive, MRO. 

9/30/45-2/5/51—Chief Accountant, Stores Dept., Southern RR. Co. 

9/21/42-9/30/45—WPB, during which time I was Analyst in Car Section—Chief 
of Specialty Unit—CAF-12. 

6/2/42-9/21/42—Chief of Stock Controls. 

1/10/40-6/2/42—Payroli & Distribution Clerk, Southern Ry. Co., D. C. 

2/12/28-1/10/40—Chief Stock Clerk, Supervising ordering of MRO Matls. 

10/15/27-2/12/28—Stock Clerk, ordering materials for RR. MRO. 

3/18/27-10/15/27—Distribution Clerk, Dsk. Office. 

1/16/26/-3/18/27—Steno. Clerk in Dsk. Office. 

4/1/25-1/16/26—Receiving Clerk in Division Storekeeper’s Office. 

11/30/24—4/1/25—Storehouse man (storing & issuing materials). 

6/1/24-11/30/24—Section Laborer (working on track). 


BACKGROUND BRIEF 
Name: George H. Weiler. 


Address: (1) Washington, Wardman Park Hotel; phone, CO. 2000. 
home, 31 Pondfield Road, W. Bronxville, N. Y.; phone, Br. 2-2360. 
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From what company, business, or Government agency: Vanadium Corp. of 
America. 

Title, last position; Manager, railroad division. 

School or college: Dunkirk Academy, Northwestern University. Brooks En- 
gineering (engineering, applied economics, industrial trial trade organization 
management). 

Type or types of work in which you feel most proficient in Government: In- 
dustrial analysis and promotion, rail equipment, steel and allied industry. 


EXPERIENCE BACKGROUND 


One-line notation of successive positions held during past 20 years, men- 
tioning, in parentheses, employees, volume controlled, etc. : 
1901-28—-American Locomotive Company—Engineering & Sales Management 
1928-32—Heavy Steel Forging Mfgrs. Assn.—Managing Director 
1932-34—-Standard Steel Works Div., Baldwin Loco Wks.—Sales Mgr. & Market 
Analyst 
1934-36—-State Emergency Relief Board Commonwealth of Pa.—(Comptroller, 
Works Project Direction) 
1936-51—Vanadium Corp. of America—Manager, R. R. Division 


BACKGROUND BRIEF 

Name: M. K. Tate. 

Address: (1) Washington, Wardman Park; phone, CO. 2000. (2) home, 658 
West Market Street, Lima, Ohio. 

From what company, business or Government agency: Locomotive builder. 

Title, last position: Assistant to president. 

School or college: Case Institute of Technology, B. S. mechanical engineering. 

Type or types of work in which you feel most proficient in Government: 
[Blank]. 


EXPERIENCE BACKGROUND 


One-line notation of successive positions held during past 20 years, men- 
tioning in parentheses, employees, volume controlled, etc. : 


From “Who’s Who in Railroading” 

Asst. to President—Lima Hamilton Corp. 

1944-45—Deputy Chief Transportation Equipment Div., WPB 
1935-44—Megr. Ry. Division, Lima Locomotive Works, Inc. 
1934-35—Megr. Ry. Division, Shovel & Crane Division, Lima Locomotive Wks. 
1918-34—Megr. Service, Lima Locomotive Co. 
1914-18—Traveling Engineer, American Arch Co. 

1914- —Master Mechanic, C. C. C. & Ct. L.* 

1913-14—Asst. Master Mechanic, C. C. C. & St. L. 
1910-11—-Special Engineer, Westinghouse Air Brake Co. 
1909— Special Apprentice, L. S. & M. S. (Now N. Y. Central) 


BACKGROUND BRIEF 


Name: James H. Williams. 

Address: (1) Washington, Hotel Carlyle: phone, EX. 7670. (2) home, 829 
West Thirty-third Street, Erie, Pa.; phone, 9-4170. 

From what company, business, or Government agency: General Electric Co. 

Title, last position: Commercial engineer. 

School or college: Alabama Polytechnic Institution; course: B. S. E. E., 
1936. 
lg or types or work in which you feel most proficient in Government: 

one. 


EXPERIENCE BACKGROUND 


One-line notation of successive positions held during past 20 years, men- 
tioning, in parentheses, employees, volume controlled, etc. : 


General Electric Co., 1936 to date. 


*Added. ‘ 
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General Electric activities as follows: 

Test Engineer—1 Yr. 

Designing A. C. Generators—2 Yrs. 

Transportation Application Engineering—Erie Works—6 Mos. 

Transportation Service Engineering & Commercial (Manhattan Project) 
Engineering—4 Yrs. 

Commercial Engineering Transportation Equipment, Diesel—Electric Loco- 
motives—San Francisco—3 Yrs. 

Mr. Gienn. I might add further that all of the employees we have 
in the Division are former railroad employees or employees cf the 
car builders who have had experience in car building, or have had 
experience in railroad shops or locomotive shops. 

Mr. Srevens. Mr. Glenn, would you just briefly describe what the 
locomotive-building program is, and why there arose a need for this 
so-called interim relief which eventually resulted in the request for 
GA-3’s? Just how does the interim relief request fit into the over-all 
picture ¢ 

Mr. Gitenn. The locomotive program was initiated by the Defense 
Transportation Administration in the early part of their organiza- 
tion in trying to develop the over-all requirements of the railroads 
to meet the mobilization load. It covered what equipment and freight 
cars Were necessary. 

The Defense Transportation Administration organized an advisory 
committee of the locomotive builders. They had several meetings, 
and they passed over to NPA a request for a definite locomotive 
program on account of the shortage of power, and at the same time 
they also asked that we handle and prosecute a request for interim 
relief. 

Many of the locomotives builders were running in short supply and 

unable to place their steel tonnage to keep them going at a normal 
ace. 
Mr. Srevens. Mr. Glenn, may I interrupt? Concerning the sug- 
gestion that there be some form of interim relief, was that to keep them 
going pending the final settlement of what the over-all locomotive 
program should be? 

Mr. Gienn. That is correct. We attempted to get a sufficient 
amount of steel tonnage that would keep them going, and at the 
level they were operating at that time, around the early part of 
January. 

Mr. Stevens. In determining what the requests for interim relief 
should be, did you try to decide upon how much of an over-all allo- 
cation there should be to the group of builders, and also try to differ- 
entiate the needs of the various builders? 

Mr. Gienn. Our first plan was to develop relief under the interim 
program. That information was available. We had secured the re- 
quirements from each locomotive builder. We had that analyzed and 
submitted it in a GA-3 form, if my memory is right, for around 
20,000 tons of steel. 

I had a conference with Mr. Carson, who was then Director of the 
Steel Division. 

Mr. Srevens. Would you fix as nearly as you can the date of this? 
Mr. Cole testified with respect to a request for 20,000 tons and placed 
it early in February. 

Mr. Guienn. That is right. 

Mr. Stevens. Would that be the same request ? 
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Mr. Guenn. Yes. At that conference, at which Mr. Cole was present, 

it was felt some of these companies had been receiving some steel 
tonnage. Tonnages were on the books at the mills and was now start- 
ing to flow into the locomotive builders. There was quite a slippage in 
the delivery of orders that were on file with the steel mills for the 
months of November and December. The carry-over from November 
and December left a large gap in the steel inventory. We attempted to 
fill that. 

After talking with Mr. Cole and Mr. Carson, we agreed to withdraw 
that submission and told the locomotive builders again to look over 
their inventory and look over their order board, and see if they could 
be reduced. That action was taken. 

Mr. Srevens. May I interrupt again, Mr. Glenn? Mr. Cole indi- 
cated that when you withdrew that offer you reached an understanding 
that if emergency situations arose that something in the nature of 
spot relief would be granted. Is that correct ¢ 

Mr. Guenn. That is correct. 

Mr. Srevens. And, when those emergency situations would arise, 
what was your understanding as to the procedure for bringing the 
need for spot relief to the attention of Mr. Cole? Would that be done 
by you or by the builders directly ¢ 

Mr. GLENN. That would be done by my Division through an ap- 
plication on a GA-3. 

Mr. Srevens. It was your understanding that as a result of this 
withdrawal of the request for 20.000 tons any emergency request, in 
order to keep the builders in proper production, would initiate in your 
office and then be presented to Mr. Cole? 

Mr. Guienn. That is correct. 

Mr. Stevens. Now, will you continue? 

Mr. Guenn. Yes, sir. The same applies to Defense Transportation. 
As the railroad goes to Defense Transportation for help, a locomotive 
builder, or a car buidler, they (DTA) file with us. We initiate it and 
they concur and then we get the concurrence of the various other 
Divisions involved. 

Mr. Srevens. I see. Mr. Glenn, when you conferred at greater 
length with the builders and the members of your staff, I take it you 
were able to reduce this request from 20,000 tons to a lesser figure ¢ 

Mr. Guenn. We did. 

Mr. Srevens. Is the figure to which it was reduced roughly some- 
thing over 7,000 tons representing the total of the amount requested ? 

Mr. Guienn. Not having looked at the figure in recent days, if my 
memory serves me right, it is around 7,500 tons, or somewhere in that 
neighborhood. 

Mr. Srevens. In reaching that determination, I take it your staff 
participated and you conferred with all of the builders and tried to 
determine how critical all of their needs were ? 

Mr. Guenn. Correct. 

Mr. Srevens. In the record there are documents which have been 
found which appeared to be—getting a little ahead of the story— 
the second set of tA-3’s which were filed. Perhaps you could just 
verify that this reflects generally what your determination as to the 
respective needs of the builders was? General Motors needed approxi- 
mately 2.663 tons: Baldwin-Lima 1,208 tons: Baldwin-Eddystone— 
that is the Eddystone plant—1,684 tons, or a total of 2,892 tons for the 
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two Baldwin plants; 690 for Fairbanks-Morse ; 95114 tons for Ameri- 
can Locomotive; and 151 tons for General Electric. 

I am referring to steel tonnage now. 

Mr. Guenn. Yes, sir. 

Mr. Stevens. Would that accord with you recollection of the con- 
clusion you and your staff reached as to the needs of the various build- 
ers at that time? 

Mr. Guenn. Yes, sir. That was our opinion as to the minimum re- 
quirements to keep them going. St 

Mr. Srevens. And I take it you regarded all of them as being in a 
critical status with respect to the amount of tonnage requested 

Mr. Guienn. Yes, sir. 

Mr. Srevens. Would you say it was just as urgent for Fairbanks- 
Morse to get the 690 tons which you stated it needed, as it was for 
American Locomotive to get the 951 tons it needed, and also for Gen- 
eral Motors to get its 2,663 tons? 

Mr. GLENN. Yes, sir. 

Mr. Stevens. In your opinion, they were all in equal need there? 

Mr. Guienn. They were all on the same level. 

Mr. Stevens. For the amount of tonnage that you determined their 
oprations required at that time? 

Mr. Gurnn. Yes, sir. Might I add here, sir, it has been my practice 
where we have more than one industry, or more than one company in 
the industry applying for help of the nature of a priority, that we 
make an honest attempt to contact all the companies that are in that 
industry, whether it is locomotives, or car builders, or what, so that 
we don’t give an advantage to one company over another. We get 
that information and submit it as an industry submission to all that 
are concerned. 

Mr. Stevens. Before you made the request as to any one you had 
compas your study as to all the industry ? 

Mr. Guenn. That is correct. Yes, sir. 

Mr. Srevens. I noticed that the language of the several requests— 
we do not seem to have the General Motors original request—is 
identical in the first two paragraphs and then contain as listing of 
tonnage of steel and other snabetiale Then you conclude your recom- 
mendation as follows—and would you verify this: 

It is recommended that directive action be taken at once to enable this 
company to obtain its fair share of critically needed materials. 

Was that the substance of your recommendation ? 

Mr. GLENN. Yes, sir. 

Mr. Stevens. In making that recommendation, by the use of the 
words “fair share” as well as the manner in which you went about it, 
you were trying to ascertain the needs of each of those companies as 
part of the whole industry ? 

Mr. Gienn. To the best of our ability. Yes, sir. 

Mr. Srevens. It is still your opinion that at the time you made 
this recommendation you did reach a fair judgment that they were all 
on a par in the amount requested, and they were all in an equal emer- 
gency status? 

Mr. GiEenNn. Yes, sir. 

Mr. Stevens. Directing your attention to another matter, but one 
which is related, Mr. Cole also testified that at approximately the 
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same time, early in March, he had been approached directly by repre- 
sentatives of General Motors who presented their case very thoroughly 
to him and convinced him that the need for General Motors was 
critical. He testified about two sets of directives, one totaling ap- 
proximately 1,900 tons and the other totaling the 2,663 tons, which 
apparently you had requested. 

Now, directing your attention to the 1,900-ton phase of it, on which 
there are documents in the recortl to show that directives were 1niti- 
ated in his office enabling General Motors to get about 1,900 tons of 
steel as of March 8, the date of the directive, did he confer with you 
before issuing these directives? 

Mr. GLENN. No, sir. 

Mr. Stevens. Did you know they were issued ? 

Mr. GLENN. Not until after they were issued. 

Mr. Stevens. Not until after they were issued ? 

Mr. GLENN. Yes, sir. 

Mr. Stevens. When did you first learn they were issued ? 

Mr. GLENN. Some of the other builders found out about it and 
came in the office and complained and wanted to know when they 
would get theirs. 

Mr. Srevens. Just to make sure it is perfectly clear, did they com- 
plain about the 1,900 tons or the 2,600 tons ? 

Mr. Gienn. About the special action that was taken by the Steel 
Division in granting one company tonnage, because they were all 
down there trying to do the same thing with the Steei Division. 

Mr. Stevens. But they did not, as far as you know, separate the 
ht a from the 2,600 tons? They would have complained about 

oth ¢ 

Mr. Guenn. I wonder if I could add something ? 

Mr. Srevens. Please do. 

Mr. Gienn. In the early part of our operations, and while we were 
drifting into this control period, there was more or less confusion be- 
tween the various divisions. Instead of the claimants coming into 
our Office for us to process their claim for material, they were going 
to anybody that would listen to them. They got into the Steel Divi- 
sion. ‘There were some irregular handlings in the early days, but 
Mr. Cole and I worked that out and finally reached the conclusion 
that we would have to initiate all claims for transportation in our 
Division. 

Mr. Srrvens. Is that the conclusion that you worked out in early 
February ? 

Mr. GLENN. Sometime in February. Yes, sir. 

Mr. Goupsre1n. Was it prior to the 1,900 tons going to General 
Motors? 

Mr. Guenn. I think it was after that 1,900 tons. 

Mr. Srevens. If it was in early February it was not, because this 
1,900 tons went out on March 8. 

Mr. Guienn. I am sure it was in February that we had that under- 
standing. 

Mr. Stevens. That is the date he fixed as to the conversation with 
you, and it was related to the time you withdrew your request for 
20,000 tons ? 

Mr. GLenn. That's right. 
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Mr. Srevens. And he also mentioned that understanding at that. 
time. So that seems to be the date in question. 

Mr. Gorpsrerx. Then the 1,900 tons on March 8, initiated by Mr. 
Cole’s office of its own volition, came out despite the agreement you 
had in February that you would initiate such actions? 

Mr. Guienn. That is correct. 

Mr. Goupsterx. Did you bring that to Mr. Cole’s attention / 

Mr. Gienn. Yes, sir. 

Mr. Gotpsterx. What did he say? 

Mr. Guienn. Well, it is just one of those things that happened in a 
growing organization. 

Mr. Goipstrern. Did it happen to anybody else besides your own 
office ? 

Mr. Gienn. No. Not to my knowledge. 

Mr. Bryson. It not only came out, but it came out as a directive 
instead of a DO. 

Mr. Srevens. Mr. Glenn, again referring to your determination 
and the determination of your Division that General Motors should 
have 2,663 tons, just to tie this up, at the time you reached your con- 
clusion that that was the proper figure for General Motors, were 
you aware of the fact that on March 8, or approximately the same 
time, the wheels had been set in motion to get the other approximately 
1,900 tons ? 

Mr. Gienn. No, sir. 

Mr. Stevens. Would that have affected your determination if that 
had been called to your attention ¢ 

Mr. Gienn. We would have reduced that. We would have reduced 
the amount we had claimed for them. 

Mr. Stevens. In other words, it would have been your judgment 
instead of giving General Motors a directive for 1,900 tons plus 2,600, 
that the total they should have gotten at about that time to meet their 
critical needs, which obviously were critical, would have been a total 
of approximately 2,663 tons / 

Mr. Guienn. I think we would have taken the 1,900 tons off the 
2.600, 

Mr. Srevens. So that you would have been left with a total of 
2,600 4 

Mr. Gienn. Yes. 

Mr. Srevens. So that if you had known what Mr. Cole’s Division 
was doing, that would have affected your judgment as to that figure? 

Mr. GuenNn. Yes. 

Mr. Srevens. And as I understand it you did not know at that 
time that that tonnage was being obtained for General Motors’ benefit ? 

Mr. Gtenn. That is correct. 

Mr. Keatine. Was that 1.900 tons for building locomotives also? 

Mr. Stevens. Yes. I believe that is true. Mr. Cole so testified and 
I believe the document so indicates. 

Mr. Keattne. Wasn't it spare parts? Didn’t he draw a distinction 
in his testimony between the two? 

Mr. Stevens. No. Mr. Cole contended the 2.600 tons was just like 
the 1.900 tons. They were treated as the same. Of course, we can 
clarify that if there was a misunderstanding as to what was said. 

Without stating the reasons for the conclusion it appears from 
Mr. Cole’s testimony that these five GA-3’s which you first initiated— 
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and I will refer to them as the first set of GA-3’s—were filed in his 
office on March 9. 

Without asking you to remember specifically the date, would that 
approximate the date ? 

Mr. GLENN. Yes, sir. 

Mr. Stevens. When you first learned of it, how was it brought to 
your attention that any action had been taken on any or all of those 
GA-3’s ¢ 

Mr. Gienn. Well, the boys that were handling the program came 
in—Colonel Knight, Mr. McShalley—came in with a GA-3 for Elec- 
tro Motive for me to sign. I said, “Well, there is more than one 
company involved here. What has become of the other cases?” 
“Well, the papers have been mislaid and they want to rush this out.” 

Mr. Stevens. Excuse me, Mr. Glenn. Did he tell you they had 
been mislaid ? 

Mr. Gienn. Mr. Cole? 

Mr. Stevens. Mr. McShalley or Colonel Knight ? 

Mr. Gienn. Yes, sir. We had been trying to locate them, and we 
were trying to get immediate action on the five cases that had been 
filed in the early part of March. When this separate GA-3 came up 
from the steel division I questioned it because I didn’t want individ 
ual action. On the assumption that we would get the same action for 
the other builders, I signed the form, the GA-3, to get the Electro 
Motive going, and immediately set in motion a duplicate set to get it 
in motion so that we would have that going at the same time for the 
other builders, and would get like service for all of them. 

Mr. Keating. Who was it that assured you that the similar papers 
for the other locomotive builders would be right along ¢ 

Mr. Gienn. Nobody gave me that assurance. They were unable to 
locate the full set of papers. 

Mr. Keating. Oh, they explained to you at that time they were 
unable to locate them ? 

Mr. Guenn. Yes. The only thing they knew about it was this action 
for Electro Motive. 

Mr. Bryson. And you immediately suggested issuing two sets of 
sag yg iggs- eager ggg er Ar lay >a 

Mr. Gutenn. Yes, sir. We filed a duplicate set. 

Mr. Bryson. Simultaneously ¢ 

Mr. Guenn. Yes. 

Mr. Keatrnc. So that there was no one who said anything to you 
at the time about the others being handled on a separate basis, that 
is, on a DO basis as against a direct basis ¢ 

Mr. Guenn. No, sir. 

Mr. Gotpstern. When the General Motors directive came back for 
your signature, did it have Mr. Rankin’s and Mr. Cole’s signatures 
on it? 

Mr. Guenn. I wouldn't say definitely. I am sure Mr. Cole’s signa- 
ture was on it. I don’t know about Mr. Rankin’s. 

Mr. Goupsrern. At least your signature was not on it when it came 
to you, because you had to put the originating signature on it con- 
curring with what was already on there ¢ 

Mr. Gienn. Yes, sir. 

Mr. Goupsterxn. When you signed the General Motors directive, you 
still hadn't been told by Mr. Cole the 1,900 tons had gone to General 
Motors’ This was on March 14. 
80861—51-——ser. 1, pt. 4-10 
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Mr. Gienn. I had no knowledge of that. 

Mr. Goupstrern. So between March 8 and March 14 you still had 
every reason to believe that General Motors still needed those 2,663 
tons, and had not gotten any relief at all? 

Mr. Guenn. That is correct. 

Mr. Kearine. Did that 1,900 tons go without your signature ? 

Mr. Guenn. To the best of my knowledge; yes, sir. I don’t think I 
was consulted. 

Mr. Stevens. His name does not appear on the other document. 

Mr. Gienn. It was your recommendation that directive action be 
taken for all builders when you first initiated the GA-3’s, and the 
General Motors request came back in the form of a directive? 

Mr. Guenn. Yes, sir. 

Mr. Srevens. So that with the exception of mentioning the places 
where the tonnage was to be obtained, the document you signed did 
grant General Motors the relief which you had originally requested 
as initiating officer ¢ 

Mr. GuENN. Yes, sir. 

Mr. Srevens. So that you concurred in the kind of action which 
you had requested, and which was the same kind of action described 
in the document you signed ? 

Mr. GiENN. That is correct. 

Mr. Stevens. That is a request for directive action. Do you want 
to add something ? 

Mr. GuEnNN. No. Go ahead. 

Mr. Stevens. Did you initiate a second set of papers and send them 
to the Iron and Steel Division ¢ 

Mr. Guenn. Correct. 


Mr. STevENs. eg ahead for just a moment, eventually you 


were informed that they were lost or could not be located. At any 
time during the course of the search for the first or second sets of docu- 
ments, or during your discussions with representatives of the Iron 
and Steel Division, did anyone such as Mr. Cole or anyone in his sec- 
tion tell you it was his opinion that on the merits the General Motors 
request should have been granted in the form in which it was granted, 
and that the others should properly have been delayed ? 

Mr. GLENN. I don’t mt such conversation. 

Mr. Srevens. You don’t recall anyone, in effect, arguing the merits 
of the case but, rather, they said, “We can’t find the papers,” or that 
there were procedural or administrative reasons for not having the 
others granted ? 

Mr. Guenn. That’s right. 

Mr. Srevens. That is your recollection ? 

Mr. Gtenn. To the best of my recollection, I have never had any 
conversation with Cole along that line. 

Mr. Keartrine. But am I correct that when Mr. Glenn did sign they 
were DO papers for the others? 

Mr. Srevens. As I understand it, Mr. Glenn, these DO papers 
were in the same form as the General Motors one was, which came 
back, and they show you as initiating officer, and you did initiate all 
of them, including the General Motors one? 

Mr. Guenn. Yes, sir. 

Mr. Stevens. And these others never came back. Is that correct? 

Mr. Gienn. That is correct. 
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Mr. Stevens. But you initiated them at the same time you initiated 
the request for General Motors, and then another piece of paper came 
back having apparently been retyped for General Motors, and since 
it had been retyped it had to have another signature put on, namely, 
yours. 

' Mr. Gienn. That is correct. 

Mr. Srevens. So when you added that signature you thought you 
were just replacing what had already been signed in substantial 
effect ¢ 

Mr. Gienn. When we asked them what they were doing with the 
other companies on that one blanket GA-3, nobody could give us any 
answer on what became of the papers. They were lost somewhere 
between the Department of Commerce and the old GAO Building. I 
said, “Well, we won’t waste any more time. We will initiate a new 
set, leaving the Electro Motive off.” 

Mr. Gotpstern. Your new set followed the first set in every detail 
articularly in that you asked for directive action? You never asked 
or DO action at all? 

Mr. Gienn. That is my recollection. Yes, sir. Not having seen 

those papers recently, it is my recollection. 

Mr. Stevens. It so appears in the record. 

The Cuamman. And they too were lost ? 

Mr. GienN. They were mislaid. We handled it by hand, by one 
of the men out of our office, whoever is initiating the GA-3. They 
carry it around to the different divisions to have it signed. On this 

articular application for a rating we had to clear it with the Steel 
Division, and we had to clear it with the Copper and Aluminum Divi- 
sions, as we had the requirements covering the items that were under 
the control of those various divisions, and after they were signed by 
the various division directors they were then carried over the Com- 
merce Division for Mr. McCoy’s signature. Mr. McCoy not bein 
in the office, it was to be left with his secretary, and then it would fol- 
low through and come on back. 

Mr. Stevens. To the best of your knowledge, this is the second set 
you are referring to? 

Mr. Guienn. Yes. 

Mr. Stevens. That was left with Mr. McCoy’s secretary ? 

Mr. Gienn. Yes, sir. 

Mr. Srevens. Did the messenger who had carried them around tell 
you that, or did someone on your staff tell you that ? 

Mr. Gienn. My recollection is he said they were left. Mr. McCoy 
was not in the office and his secretary would see that they were 
processed. 

Mr. Stevens. Who was it told you that ? 

Mr. Guenn. Mr. McShalley. 

Mr. Stevens. Mr. Glenn, one other general question. In the course 
of the search for the lost papers and prior to the institution of these 
hearings, did —— ever tell you that the recommendation for the 
other builders, that is, the builders other than General Motors, had 
been reduced to a DO rating? 

Mr. Gienn. No, sir. 

Mr. Stevens. That was never told to you? 

Mr. GuteNN. No, sir. 
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Mr. Gotpstr1nx. Did Mr. Cole ever talk to you at any time and ask 
you for the reasons on which you based your request for directives 
for the other four companies other than General Motors? 

Mr. GLenn. Not to my knowledge. 

Mr. Gotpstern. So he had no information from your department 
on which to base his cutting down from a directive to a DO, to the 
best of your knowledge ? 


Mr. Guenn. No. 
The Cuamman. Mr. Glenn, Mr. Rankin stated that there was a 


conference or get-together of various heads of the departments having 
jurisdiction. Did you participate in any of these conferences? 

Mr. Gitenn. We had one conference at which Mr. Cole was present, 
and several others, at which we were trying to develop the procedure 
for the handling of the GA-3 forms, and how they would be initiated, 
and how they would be processed, or what information we should 
gather in order to support the claim that we were making either for a 
DO or directive action. 

The CHamman. Did you participate in any conferences in which 
the directives for these locomotive builders were discussed ¢ 

Mr. Guienn. I don’t recall that I did. 

Mr. Srevens. Did you or men in your section, Mr. Glenn, attempt 
to find out what had happened to the papers, and try to trace them 
down ? 

Mr. Guienn. Yes, sir. There was quite a lot of activity in trying 
to trace the papers down to see where they were.. We do not stop after 
we clear the directive. We follow through and try to get action. 
When we don’t get action within a reasonable time we are right in 
behind it. Somebody in the Division—it is his duty to follow through 
to see when the final decision is going to be made. 

Mr. Stevens. Would you say that either you or men in your section 
did make vigorous efforts to try to trace these papers down after you 
had been told the second set had been lost ? 

Mr. Guienn. Yes, sir. Both Mr. McShalley and Colonel Knight. 
It was their duty and their responsibility to follow through and see 
that the paper was properly processed and action taken. 

Mr. Gotpsterxn. Mr. Glenn, I would like to call your attention to 
the remarks of Mr. Cole on page 74 of the record. I had been asking 
a series of questions relating to the evidence on which he based his 
judgment as to the handling of the various GA-3’s that appeared 
before him. He had already testified that certain special information 
had been given to him by General Motors’ representatives, and, in 
fact, he had requested them to submit it, but he had not made similar 
requests of other builders. 

I asked him the following: 

Mr. GortpsteIn. So that you weren't familiar enough with that situation to 
make a fair judgment as to America’s production needs in that situation? 

Mr. Cote. I can only make a judgment on the information I have. 

Mr. Gotpstern. Did you make an effort to see that all the information you had 


was the most complete information available? 
Mr. Co.e. I referred to the Transportation Equipment and to the Steel Division. 


Now, in what sense did Mr. Cole refer to your Division for infor- 
mation on the needs of the other four builders? 

Mr. GLENN. I don’t recall any. 

Mr. Goupsrern. Thank you, sir. 
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< Mr. GuenN. He may have talked to McShalley, who was the direct 
4 liaison with the Steel Division on these projects. 

Mr. Goupsrern. Did McShalley tell you he had done that? 

Mr. Guenn. I don’t recall MeShalley mentioning it or discussing 
it with me. 
: Mr. Goupsrern. Does he normally go to members of your staff, 

bypassing you, or does he go to you first ? 

Mr. Guenn. Mr. Cole? 
. Mr. Gotpsrern. Yes. 
; Mr. Guenn. He would come to me. Our relations are very 






Mr. Gotpsretn. So he would normally come to you, but in this 
case he might have gone to Mr. McShalley for some special reason 
you don’t know of ? 

Mr. GLENN. That’s right. 

Mr. Srevens. I have another broad question. Would you agree 
with the opinion expressed by representatives of the Baldwin Co. 
earlier this week that when they are unable to get their steel for 
interim relief in a situation such as this, it is proper for them to 
confine their efforts or make their principal efforts at getting relief 
through your Division ¢ 

Mr. Guenn. That’s right. Yes, sir. 

Mr. Srevens. You think it is your responsibility to assist them to 
get their fair share? 

Mr. Guenn. That is the procedure that I think is firmly adopted 
by the Industry Division. 

Mr. Srevens. You would not, as a matter of over-all procedure for 
running NPA, recommend the situation where a particular builder 
should, when he gets in a desperate situation, bypass the Locomotive 
Section and go directly to the Iron and Steel Division, would you? 

Mr. Gienn. No. The whole thing would break down if we per- 
mitted that to carry on. 

Mr. Keating. Apparently that was more effective in this case, and 
that is the way, apparently, General Motors got this action. 

Mr. Gienn. Well, they follow through pretty thoroughly when 
they feel they need help, as I wouldn’t charge them with any un- 
ethical procedure because it had been the practice of going direct 
to the Steel Division by many of the builders—not only Electro 
Motive, but other builders—until we got an orderly procedure set 
up and both Divisions knew what we should do. 

Mr. Keatinc. Did these General Motors representatives come to 
you? 

Mr. Gienn. They come in through our Division. 

Mr. Keatine. I mean, with regard to this deal, after the first set 
of papers went through, did the General Motors representatives come 
to you to find out what was happening also? 

Mr. Guenn. They may have, Dat I don’t recall. 

Mr. Gotpsrern. Would they come and tell you they had received 
from Mr. Cole’s Division 1,900 tons of the 2,663 they needed without 
consulting you in the first place? 

Mr. Guenn. No. Any of these fellows that get steel on the side 
never come back and tell us. 

Mr. Goxtpsrern. So that despite your orderly procedures which 
were set up in February with Mr. Cole, General Motors was still able 
on March 8 to get steel without coming to you, despite the channels 
you had set up ¢ 








































132 STUDY OF MONOPOLY POWER 


Mr. Gienn. That is the way it appears. 

Mr. Keatinc. When you say “on the side” you mean apart from the 
established channels? 

Mr. Guexn. Correct. Yes, sir. 

Mr. Keatinc. And “on the side” in this instance meant going 
straight to the Iron and Steel Division ? 

Mr. Giexn. Right. You know, this isn’t an easy job of trying to 
satisfy all of these boys that are short of steel. e want to keep 
production up, and we don’t want anybody to have an advantage over 
another, as far as our Division is concerned. 

Mr. Goupstern. Outside of what your Division did, as a matter of 
fact. there was an advantage; was there not, sir? 

Mr. Gienn. There probably was. 

Mr. Stevens. Just one other question, Mr. Glenn. With respect 
to the April 5 memorandum that Colonel Knight testified about, had 
you seen that at the time? 

Mr. Gienn. Yes, sir. I had. I don’t believe that memorandum 
went out of the office. I am pretty sure it didn’t. The memorandum 
came in. The colonel talked to me about that memorandum, and 
there were some features of it that I don’t recall now, but I felt we 
shouldn’t circularize it, and we ought to handle it personally with the 
Steel Division and with Mr. McCoy. 

I have searched diligently in our files to find a copy. I have had 
Mr. McCoy’s office and Mr. Cole’s office make a search, and we can 
find no record of it. I found a rough draft of it in my files yesterday, 
a memorandum addressed to Mr. McCoy, with a copy to Cole, with no 
signature of whom it came from. I do have a recollection of dis- 
cussing it with Colonel Knight. 

Mr. Srevens. Then if you did not circulate the memorandum I 
believe you have already testified that you did bring the substance 
of the memorandum to the attention of other persons in the NPA? 

Mr. Gienn. I know definitely I talked to Mr. Cole about it. 

Mr. Keattnc. Then you talked to Mr. Cole about the contents of the 
memorandum, even though you did not circularize the memorandum ? 

Mr. Guenn. Yes. 

Mr. Gotpstern. What was Mr. Cole’s reaction to your statements 
on it? 

Mr. GLENN. He agreed with me that if the Steel Division continued 
to handle individual cases in the form that we had filed for several 
companies, that we were all going to get in dutch, and that is where 
we are today. 

Mr. Gorpstetn. Did he tell you about the 1,900 tons at that time? 

Mr. GieNN. I don’t recall. 

Mr. Gotpstr1n. Did he ever tell you about it himself? 

Mr. Gienn. Not to my knowledge. 

Mr. Gotpsterx. Who told you about it finally ? 

Mr. Guenn. That went like wildfire. Everybody. The other build- 
ers, and our own staff. 

Mr. Goipstern. Let me ask you one other question, and I am just 
doing it for the purpose of straightening out the record, and I have no 
other motive. 

This memorandum of April 5 has been a matter of some concern. 
You may remember I called you about it a few days ago. 


Mr. Guenn. Yes. 
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Mr. Gotpsrern. It is obvious that since that time you have had oc- 
casion to think about it further, and your present judgment is obvious- 
ly what you consider your best judgment, but I made a statement for 
the record with regard to our telephone conversation, and I would 
like to have it clear that at least my impression of it was correct. 

At the time I spoke with you you were under the impression, were 
you not, that either you or Colonel Knight could have signed that 
memorandum. It was your impression at that time that he did have 
the authority to sign. 

Mr. Guenn. That is correct. 

Mr. Gotpste1n. But your present recollection is that he did not ? 

Mr. Guenn. Correct. 

Mr. Gotpsrern. But when you spoke to me that was what you 
told me. 

Mr. Guienn. Yes. I talked to Colonel Knight since our telephone 
conversation, in an attempt to locate this April 5 memorandum, and 
his memory is not any clearer than mine. He had authority. The 
work was so heavy that I couldn’t sign all of the mail. I had to 
delegate the authority to the branch chiefs, of which Colonel Knight 
is one of the members, to sign the letters that went out. 

Mr. Goupsterxn. When we talked at that time—and I may have 
taken an unfair advantage of you because I didn’t give you a chance 
to look into it—you remember I used the words “morally certain” and 
asked you if you were “morally certain it had gone out.” Wasn’t your 


answer to me that it had gone out—and you were “morally certain” it 


had? 
Mr. Guenn. Yes, sir. Until I made this further search, and I have 


grave doubts it went out. 

Mr. Gotpsretn. I didn’t want to have any misunderstanding. 

Mr. GLENN. Yes, sir. 

Mr. Srevens. Is it not true you would not consider it too material 
whether this particular memorandum went out, so long as, in your 
judgment, you had made a vigorous effort to bring the contents of the 
memorandum to the attention of the appropriate persons within NPA? 

Mr. Gienn. Yes, sir. 

Mr. Srevens. You would not consider this particular piece of paper 
any more significant than those various conversations ? 

Mr. Guienn. No. I think I could tell them better across the desk 
than in a memorandum. 

" ae Gotpstern. Did you discuss it with anybody other than Mr. 
ole 

Mr. Grenn. I don’t believe I did. 

Mr. Gotpste1n. Do you have any idea whether you discussed this 
with Mr. Cole since you have read the memorandum 

Mr. Gienn. I discussed the way the whole steel situation was being 
handled many times, in attempting to bring us closer together and to 
bring his staff closer together with my staff, so that there would be no 
friction between us. We all get along very well. We have some fusses 
inside about not getting what we want, and we expect that. 

Mr. Gotpsrern. But when you discussed this with Mr. Cole, was that 
after some of the documents had been lost and was it after the first or 
second set had been lost? Could you give us some idea ? 

Mr. Gienn. Some of it was prior to the loss of the documents. Some 
of it was after that, after the documents were mislaid; and then there 
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were some gripes because we didn’t think the Steel Division did every- 
thing we asked for. 

Mr. Goupsrern. Did Mr. Cole tell you in any of those conversations 
that, as a matter of fact, he had knocked down your recommendation 
for a directive for all other companies except the General Motors Co. ? 

Mr. GLENN. No. I don’t believe he did. 

Mr. Goupstern. He never brought that to your attention ? 

Mr. Gienn. I know one conversation we had about signing some of 
the forms, that he took a definite position on it, that he wouldn’t sign 
any more DO ratings until the whole matter was cleared up. There 
was a lot of confusion in the steel industry with so many DO’s going 
out, that he thought we ought to call a halt until we could get some- 
where in balance, or the mills could get somewhere in balance. 

Mr. Gotpsrery. Let me see if I understand. Despite the fact that 
you, on several occasions, brought the serious nature of the two sets 
of GA-3’s to Mr. Cole’s attention he never gave you the information 
and, as a matter of fact, he only approved a directive for one company, 
and really knocked the others down to DO’s. 

Mr. Gtenn. No. We never had any discussion on it. 

Mr. Goipsrern. He never asked your opinion on taking such an 
action, sir? 

Mr. Gienn. No, sir. 

Mr. Keartne. He never pointed out to you any difference in the 
relative needs of General Motors and the other companies ¢ 

Mr. Guenn. Not that I can recollect. No, sir. 

The Cuarrmman. Thank you very much, Mr. Glenn. We appreciate 
your coming here. You have been very frank. 

Mr. Gienn. Thank you, Congressman. You asked for some rec- 
ords, and I will have records or the copies of our records, if the sub- 
committee desires them. 

The Cuarrman. Fine. Thank you. 

Mr. Gienn. Thank you. 

The CHamman. Our next witness will be Mr. Horace B. McCoy, 
Assistant Administrator in Charge of the Textile, Leather, and Spe- 
cialty Equipment Bureau of the National Production Authority. 

Mr. McCoy, would you kindly raise your right hand? Do you swear 
to tell the truth, the whole truth, and nothing but the truth, so help 
you God? 


Mr. McCoy. I do. 


TESTIMONY OF HORACE B. McCOY, ASSISTANT ADMINISTRATOR 
IN CHARGE OF THE TEXTILE, LEATHER, AND SPECIALTY 
EQUIPMENT BUREAU, NATIONAL PRODUCTION AUTHORITY; 
AND S. STERLING McMILLAN, ACTING DIRECTOR, INDUSTRIAL 
ECONOMICS DIVISION, NATIONAL PRODUCTION AUTHORITY 


The Cuatmrman. Will you give your name and residence and station ? 

Mr. McCoy. H. B. McCoy, Assistant Administrator of the National 
Production Authority. 

Mr. Gotnsrern. Mr. McCoy, you are here pursuant to a formal 
request of the subcommittee ? 

Mr. McCoy. Yes, sir. 

Mr. Gotpstetn. Do you have any prepared statement of any sort 
you wish to give to the subcommittee ? 
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Mr. McCoy. No, sir. I do not. 
Mr. Gotpsrery. I understand you brought with you, or at least it 
is my understanding you brought with you a Mr. Sterling McMillan, 
who will testify with you with regard to certain matters? 

Mr. McCoy. I would like to have him here. 

The Caatrman. Is Mr. McMillan here? 

Mr. McMinzan. Yes, sir. 

The CuHamman. Will you raise your right hand and swear to tell 
the truth, the whole truth, and nothing but the truth, so help you God? 

Mr. McMitxan. I do. 

Mr. Gotpstrry. Mr. McMillan, will you state your full name to 
the reporter, please ¢ 

Mr. McMitu1an. S. Sterling McMillan. 

Mr. Gotpstr1nx. What is your position with the National Production 
Authority ? 

Mr. McMuzan. Acting Director, Industrial Economics Division. 

Mr. Goupstrin. Mr. McMillan, if you will permit me a minute, I 
would like to talk to Mr. McCoy, and wherever your testimony is 
relevant, please speak up. 

Mr. McCoy, between the period, roughly, from the 1st of February 
to the first part of April of this year, were you occupying the same 
position as you do now in NPA? 

Mr. McCoy. I was Assistant Administrator in Charge of Industry 
Operations at that time. Since then the Industry Operations Bureau 
has been divided into four bureaus, and I am in charge of one of those 
bureaus. 

Mr. Gotpsrern. At that time under your jurisdiction, is it fair to 
state, were the Iron and Steel Division, as well as the Transportation 
Equipment Division / 

Mr. McCoy. All the then existing divisions, including Iron and 
Steel and Transportation Equipment Division were in the Bureau 
which I headed. 

Mr. Gotpsrrrn. You are not a WOC man, are you? 

Mr. McCoy. No, I am not. 

Mr. Gotpsterx. Would you mind giving us a little of your back- 
ground in Government ? 

Mr. McCoy. I entered Government service in April 1920, and have 
been in continuous service since that time. I served continuously in 
the Bureau of Foreign and Domestic Commerce in various capacities 
since 1928. 

In September, when the Secretary of Commerce formed the Na- 
tional Production Authority in the Department of Commerce, my 
staff and myself were moved to that organization and I was made 
Assistant Administrator in Charge of Industry Operations. 

The CHamMan. Prior to that, what was your position with the 
Department of Commerce? 

Mr. McCoy. I was Director of the Office of Industry and Com- 
merce, Director of the Office of Domestic Commerce, and several other 
positions of that character previous to that time. 

Mr. Gotpstrern. Now, Mr. McCoy, directing your attention to the 
period of the first half of March 1951, did you at any time during 
that period have brought to your attention Forms GA-8 originating 
in the Office of Transportation Equipment Division, Mr. Robert 
Glenn’s Division, requesting that the directives be issued to allocate 
steel to five producers of locomotives ? 
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Mr. McCoy. I received four or five forms, GA-3, on or about March 
20 or 21 in my office. 

Mr. Gotpstern. Well, sir, as you may have known from hearing 
some of the testimony before and some of the discussion about what 
has gone on here, that there were two sets of GA-3’s, are you speaking 
of the first or second set ¢ 

Mr. McCoy. I couldn’t say. I don’t know. The forms I have 
now 

Mr. GoLpsTrin. Just to anticipate the story a little bit, isn’t the set 
to which you have reference the set finally furnished here? 

Mr. McCoy. That’s right. The set that came to me from the 
Transportation Equipment Division is the set that was provided to 
this committee on Wednesday. 

Mr. Gotpstrin. The testimony in the record would seem to indicate 
that set represents the so-called second set of forms. Concerning 
the set you received, did it contain any directive or request for di- 
rective in behalf of the General Motors Corp. ¢ 

Mr. McCoy. Not that I recall. 

Mr. Gotpstern. Now, will you explain the procedure with in NPA 
to the committee and state how it is that this set of GA-3’s arrived at 
your office, and the directive on behalf of General Motors, never 
reached your office ? 

Mr. McCoy. Under general administrative procedures in NPA at 
that time, the division directors had responsibility for initiating 
actions in their particular fields, such as spot assistance, or any other 
type of action that was proposed. The central clearinghouse for 
those kinds of actions, either in the form of directives or special 
priorities, was in the Division of Priorities and Directives, then 
attached to the Administrator’s office. 

Mr. Gotpstetn. Is that Mr. Groce’s office ? 

Mr. McCoy. Yes; Mr. Groce’s Division. 

Mr. Gounstern. Mr. Walter Groce? 

Mr. McCoy. Yes, sir. 

It is their responsibility to recognize the signatures on actions of 
this kind from people who are authorized to sign such documents, and 
see to it that any one action that they felt should have the concur- 
rence of other people, that that concurrence was received and noted 
on the documents. 

In other words, it served as a final clearing house for such docu- 
ments before they went in for the signature of the Administrator for 
the action. 

Normally, as Assistant Administrator, I received very few of the 
documents in my office. There were a large number of such actions 
taking place almost continuously, and only when there was some 
difference of opinion, or some matter involving a policy decision, were 
the documents ever submitted to my office for my attention. 

I assume in this case, because these documents had originated as a 
directive action on the part of the Transportation Equipment Divi- 
sion, and had been rated for DO rather than directive action, that 
Mr. Glenn felt I should see them before final action was taken. 

Mr. Keatrne. Mr. Glenn said he didn’t know they had been knocked 
down to DO. 

Mr. Gotpstetn. In fact, they never got back to Mr. Glenn. 

Mr. McCoy. I thought his testimony this morning indicated that 
he delivered these documents to my office, and they appeared there. 
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Mr. Keatrnc. You don’t know where they came from? 
Mr. McCoy. No, sir. 

Mr. Keattna. And it does not show on there where they came 
from ? 

Mr. McCoy. No, sir. 

Mr. Goupstetn. Well, you heard the testimony and were here both 
at the last meeting on pingrwape J and today, and you have heard 
testimony, have you not, to the effect that normally there were three 
places that documents of this type would go. First of all the initiat- 
ing office, namely, Mr. Glenn’s office in this case; and from there to 
the Metals Division, in its broad sense, including Iron and Steel, and 
finally to Mr. Walter Groce’s office. 

Mr. McCoy. That’s right. 

Mr. Gotpstetn. Now, there have been introduced in the record a 
series of documents, and in view of your knowledge of the adminis- 
trative set-up in the National Production Authority I would like you 
to continue with them. 

First of all, we have directives issued on March 8 in behalf of Gen- 
eral Motors for 1,900 tons of steel, which contain no other signature 
than that of the Iron and Steel Division. We have had testimony 
that that directive did not originate in the Transportation Equipment 
Division, which would be the normal initiating authority. 

beg that represent a standard administrative procedure of the 
NPA? 

Mr. McCoy. Well, it is difficult to be precise about that, because we 
are in the process of developing our procedures on a more orderly 
basis. Originally the Metals or Materials Divisions, because they were 
the first ones organized and were administering the then existing 
regulations or orders, had authority to and did ae most of the spot 
assistance and specialized assistance required for most any source that 
appealed to the NPA for some special kind of assistance. 

Mr. Gotpstetn. Is Mr. Groce’s action necessary in a case like that? 

Mr. McCoy. Oh, yes. Every activn that was a specialized action 
had to go out through his office. 

Mr. Gotpstrtn. Does he place his signature or initials on them ? 

Mr. McCoy. I am not sure whether he does or not. 

Mr. Goxpsrern. Is there any way of checking whether or not it 
does go through Mr. Groce’s office ? . 

Mr. McCoy. Oh, yes. 

Mr. GotpstrE1n. How can we tell ? 

Mr. McCoy. For the machine signature of the Administrator— 
which is an operation in the Administrator’s office—I think they keep 
copies of all the documents which pass through the machine for au- 
thorization, and I assume in this case there must be a record in that 
office that the document which was processed for the machine signa- 
ture of the Administrator did have the proper initials and signature 
on it. 

Mr. Gotpsretn. I might say at this time, sir, none of the documents 
introduced in evidence here, either the second set of GA-3’s or the 
GA-3 on behalf of General Motors dated March 14, indicate any such 
form of machine signature whatsoever. 

Would you care to comment on that ? 

Mr. McCoy. I don’t know precisely what kind of documents you 
have, but no company can take action authorized by NPA without a 
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document signed by the Administrator,.which is his only authority 
to take the action that is incorporated in the order. 

Mr. Srevens. Is it a fair inference that if his signature did not ap- 
pear on these documents, they prooably did not get to his office ¢ 

Mr. McCoy. No; I do not think so. 

Mr. Goupsrern. In other words, the action could be taken, it is pos- 
sible, without clearing through, because there seems to be nothing to 
indicate Mr. Groce’s action. 

Mr. McCoy. No. 1 don’t know of any case, and T am sure that no 
company could have authority that is given it in a directive without 
a document from the NPA with the Administrator’s signature on it. 

Mr. Srevens. I was referring to the GA—3’s on behalf of the four 
builders, other than General Motors, the originals of which were found. 
If the signatures of Mr. Groce or the Administrator did not appear 
on those documents—— 

Mr. McCoy. If you are referring to these documents, they would 
not have the signature anyway. 

Mr. Srevens. They would not / 

Mr. McCoy. If these companies, like General Motors, had been 
issued a directive there would have been a letter to these companies, 
not in this form. ‘This is the authorization document—the justilica- 
tion and back-up material. These companies would have received, 
as IL assume General Motors did. a letter from NPA with the Adminis- 
trator’s signature on it. 

Mr. Keating. We do not have any of those. 

Mr. Goupstrern. We have not received that. 

Mr. Kearinc. My curiosity is killing me. This is the witness who 
going to tell us where those papers are. 

Mr. Gotpsrern. We are going to get to that. 

Would you mind telling the committees how the second set of docu- 
ments got into your office, and where they have been simee March 19, 
when they were first initiated by Colonel Knight on the second occa- 


St 


sion / 

Mr. McCoy. I will be glad to dothat. These papers have never been 
lost—not this set. This is the set of papers which were delivered to 
your committee on Wednesday. As Mr. Glenn indicated this morn- 
ing, they were delivered by him to my office. While we do not have 
any definite records,-they were probably delivered about the 20th or 
21st. 

Mr. Kreative. Of March? 

Mr. McCoy. Of March. I have the copies here. I don’t know 
what the originals show, but the signatures on these copies, the copies 
I have, indicate the Tron and Steel Division signed them about the 
19th of March, and also the Copper Division. 

Mr. Goupsrern. Then Mr. Ross Miller, the Deputy Assistant Admin- 
istrator, signed them on the 9th of April? 

Mr. McCoy. That’s right. When these were received by me I 
turned them over to Mr. Sterling McMillan, who was then an assistant 
of mine, and Mr. Ross Miller, who was my deputy. 1 asked them to 
look into this case because there was a difference of opinion as to what 
should be done, the Transportation Division having originated it as 
a directive action and the Steel Division and the Copper Division rec- 
ommending them for DO action only. 

I asked them to get the facts about the differences of viewpoint. 
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Also, at the same time, I wanted to know the connection of this par- 
ticular kind of assistance with the program for Diesel locomotives 
which we had undertaken at that time. On March 2 we had sent 
out authorizations to all locomotive builders for a program in May. 
That is, for May production of Diesel electric locomotives. ‘That pro- 
gram called for 300 locomotives to be produced for the month of May, 
and provided all builders with the necessary authority to rate their 
orders to produce the number of locomotives they were assigned of the 
300, 

Mr. Goupsrern. May I interrupt at this mement / 

Mr. McCoy. Yes. 

Mr. Goupsrerx. The documents to which you referred, do they not 
specifically say this is for relief prior to the May program ¢ 

Mr. McCoy. Yes: Iam explaining it. 

Mr. Goupsrer. IT want to clarify that. 

Mr. McCoy. But in view of the fact that we had authorized a pro- 
gram for the month of May, all producers of locomotives had received 
notice they could rate their orders for steel and other materials under 
a DO system for May production. I wanted to know also what effect 
this kind of action had on the May program. 

At the same time we were about ready to announce a June program 
for locomotives. 

The question was whether it should be at the rate in May or a 
higher figure. Documents authorizing the June program were to go 
out within the next 10 days or so. So, in view of those circumstances 
and the fact that we had one definite program for May, we had already 
authorized and we were preparing to authorize an additional program 
for June, | asked them to look into the situation and see if this kind 
of action was justified on behalf of these particular builders. 

Mr. Cole came in the office at my request. I got his version of these 
particular documents. 

Mr. Goupsrern. Did he tell you at that time, sir, that he had author- 
ized the directive in behalf of General Motors? 

Mr. McCoy. No: he did not. 

Mr. Gornpsrern., As part of the same over-all program ? 

Mr. McCoy. No. sir. T asked him his reasons for not going along 
on the directive. Also, T diseussed with him the program and said I 
wanted Mr. Miller and Mr. MeMillan to look into this to see whether 
or not under all circumstances we should go ahead with one or more 
of the actions that had been proposed here. 

Mr. Goupsrern. Let me see if IT can clarify this. Your interest was 
in the general over-all program because of the general over-all May 
situation ? 

Mr. McCoy. That’s right: and the June situation was then under 
consideration. 

Mr. Goupsrrin. In view of the over-all nature of this program, was 
it ever brought to your attention, or did you ever have any reason to 
inquire as to why there was no paper there involving another loco- 
motive manufacturer, namely, the one known to be the largest in 
the industry ? 

Mr. McCoy. It never occurred to me. 

Mr. Gotpsrren. Did Mr. Cole volunteer any information along that 
line to you? You were talking to him, I take it, in terms of a general 


program. 
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Mr. McCoy. We were, and I don’t recall that anything was said 
about General Motors. The discussion was directed at these particu 
lar actions, and I asked that my staff look into this with the Steel 
Division, and with the Copper Division, and with Transportation, so 
that I could make a judgment on whether to overrule in this case or 
approve the action that had been proposed. 

Mr. Gorpsrein. This over-all program against which you were bal- 
ancing these other applications, which had been downgraded in Mr. 
Cole’s office, was pending, and these other applications only related to 
four builders, representing five documents, because it Was a consoll- 
dation. 

Mr. McCoy.. Yes, sir. 

Mr. Goxpsrein. And you, knowing of the over-all program, were 
aware of the fact that General Motors was a builder? 

Mr. McCoy. That’s right. 

Mr. Goupsrerm. The biggest builder / 

Mr. McCoy. But it never occurred to me at the time to raise any 
questions. As I look back now on reading these documents, it 1s in- 
dicated that the Transportation Equipment Division wanted to give 
some interim assistance of a program nature to these particular firms 
pending finalization of the other programs. But I might add that 
the program for the month of May had already been set up, and these 
companies by this time were receiving or had received their authority 
to rate, their orders for materials. 

Mr. Gotpsrern. But that-is for May production, and that was for 
March. 

Mr. McCoy. That was for May production, and since these reached 
my office roughly the 20th or 21st of March, it didn’t seem to me off 
hand that this could do them much good for the May program, be- 
cause we had already authorized that. Therefore, as we had in fact 
in the May program given these companies quantities of steel for the 
May program, it would seem to me the question was, Should this ac 
tion be taken ? 

Mr. Goupsrern. Did you talk to Mr. Glenn’s Division about it 

Mr. McCoy. LT asked my assistants to do that. 

Mr. Gotpsrery. Did you or your assistants talk to Mr. Cole? 

Mr. McCoy. Mr. Cole came in the office at my request. I wanted 
to ask him why he had made the recommendation here for a DO 
rather than for a directive. 

Mr. Goupstrerx. Didn't vou think it important—— 

Mr. Srevens. Let the witness finish. 

Mr. Goipsrein. I am sorry. 

Mr. McCoy. He merely stated, as he testified here, that this was not 
an action of an emergency nature, in his opinion: that it would prob- 
ably be covered pretty well, he thought, in the May program; that it 
had already been authorized and was coming up in the June programs, 
and he didn’t think the directive action was necessary in these cases. 

Mr. Goupsrrer~. Did he give vou any reasons for that ? 

Mr. McCoy. He said in his opinion he didn’t think fhese companies 
were in a hardship position requiring the directive action, 

I want to point out the directive action is the most powerful action 
NPA can take. It takes steel out of steel mills from other people. 
whereas the DO action here authorizes the recipient to plact his orders 
in an orderly sequence, taking advantage of the time and get on the 
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books for future delivery; but it does assure him of delivery depending 
on the date when he places his order. But a directive is quite a differ- 
ent instrument. 

Mr. Kearinc. The directive to General Motors never came to your 
attention ? 

Mr. McCoy. That was a directive. 

Mr. Kearine. The directive for General Motors never came to your 
attention ¢ 

Mr. McCoy. No, sir. It did not. 

Mr. Kearine. Did it come to the attention of any policy maker at 
the Administrator’s level in vour organization ¢ 

Mr. McCoy. I wouldn't know. I wouldn't know about it. 

Mr. Srevens. The point as to whether it should be a directive or a 
DO was specifically a matter of discussion between you and Mr. Cole / 

Mr. McCoy. That’s right. 

Mr. Srevens. And Mr. Cole recommended it should be just a DO. 

Mr. McCoy. That’s right. 

Mr. Goupsrern. Did he tell you he had made the same recommenda 

ion on a prior set of papers which hadn’t come to you 4 

Mr. McCoy. No, sir. 

Mr. Gotpsrern. He didn’t indicate it was the second time he was 
dealing with this particular problem, did he ¢ 

Mr. McCoy. No, sir. Our discussion was limited to these particular 
documents before us, and I don’t think the discussion got beyond that, 
and the rest was generally with respect to the formulation of the 
program on Diesel locomotives. 

Mr. Goupsrein. Did he tell you that he had any evidence on which 
he based his idea, that is, any documentary analyses, or anything of 
the sort ? 

Mr. McCoy. As I recall our conversation, he indicated a directive 
action in his opinion was for an emergency. He didn’t think these 
particular cases required a directive because there didn’t seem to be 
any of these companies in imminent danger of a shut-down due to lack 
of materals. 

Mr. Gouvstern. He didn’t point out to you he had issued a directive 
to General Motors, who had the highest production in history in 
February that they had at any time ¢ 

Mr. McCoy. As I say, that was not discussed. 

Mr. Keatrine. He described, or you got the impression that he 
described an emergency as an imminent shut-down 4 

Mr. McCoy. That’s right. Requiring directive action. 

Mr. Keatrtne. And that would be the only case in which it would 
require directive action ¢ 

Mr. MeCoy. As a general rule, that is true. There are other situa- 
tions respecting military requirements and others where we have 
used directives, but the directive power has been sparingly used be- 
cause it is a very arbitrary power and has been reserved for those 
cases in Which more or less very prompt action is taken, where shut- 
downs or other emergencies oceur, 

Mr. Gotpstr1x. Now let me ask vou this: On the basis of what you 
heard in the 2 days of testimony, during which you have been present. 
do you feel in view of your characterization of a directive as being a 
very spec ial and desir: able and coveted tvpe of thing. that there hes 
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been a justification for two sets of directives to General Motors, on 
the basis of just what you heard here ¢ 

Mr. McCoy. I hate to pass an opinion on something I don’t know 
anything about at the moment. . 

Mr. Goupstrin. I will respect your wishes. Let me ask you this: 
You heard these general statements of Mr. Cole’s to the effect that he 
didn’t think there was an emergency. Why didn’t you possibly want to 
interview the people from Mr. Glenn’s staff and get their opinions ¢ 

Mr. McCoy. Lasked Mr. McMillan to do that. 

Mr. Go.pstrixn. Why didn’t you think Mr. Glenn should talk to 
you on a person-to-person basis ¢ You have to make the decision. 

Mr. McCoy. As a general rule I would do that. I am not too sure 
that perhaps I didn’t talk to him, although I don’t recall any specific 
conversation about this. 

Mr. Goxpsteix. What were your instructions to Mr. McMillan? 

Mr. McCoy. Mr. McMillan was requested to investigate this for me 
and bring out the facets on the situation, as I have outlined them. 

Mr. GoLpstTEIN. What did Mr. MeMillan do? 

Mr. McCoy. Mr. MeMillan was neither requested, nor did he make 
any specific report to me in the interim, but when I left on a short 
business trip Mr. Ross Miller, my deputy, was in charge and au- 
thorized to take action for me. I told them that any actions which had 
been in process, if they could reach an agreement on what was to be 
done, to go ahead and take the action. ‘That applied broadly to any- 
thing that came within my field. 

This action was taken on April 9. Mr. Miller signed these particu- 
lar documents which you have before you on recommendation, I be- 
lieve, of Mr. McMillan, that that was the proper action to take. That 
was the last time I saw the documents or, rather, I didn’t see them 
then, but he told me the action had been taken when I returned. 

Mr. Goupsrztx. Ina DO form / 

Mr. McCoy. That’s right. sir. 

Mr. Goipstetx. Do you know, as a matter of fact, whether DO's 
were ever issued for these four companies ¢ 

Mr. McCoy. No. 1 hese documents were hever issued, 

Mr. Gotpste1n. In other words, they just stayed in a limbo form ¢ 

Mr. McCoy. No. They left my office, or Mr. Miller's office, on that 
day, on April 9. They were then to go to Mr. Groce’s office for con- 
sideration and issuance. I don’t know where they went. L think 
they landed back on Mr. McMillan’s desk or were referred to Mr. Dean 
Bowman, who was at that time my assistant, but was in the process of 
being promoted to an Assistant Administrator for Poliey Cordination. 
Mr. McMillan can testify as to why the action authorized by these. 
documents was never taken. It would have been too late at that time 
for the DO’s to get on the June rolling schedules of the steel mills. 

Mr. Keavine. Where were the papers / 

Mr. McCoy. They were either in Mr. Bowman's office or Mr. Me- 
Millan's. 

Mr. Keating. They were just held there ? 

Mr. McCoy. They were held by Mr. MeMillan because, as J say—and 
he can give you more details than I can—they were held up because 
it was then too late to get on the June rolling schedules. 

Mr. Goupsrerx. Before we get to Mr. McMillan, T would like to ask 
you to clear something up. Do you know Mr. Murphy in NPA. 
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Mr. McCoy. I have an assistant, Richard Murphy. 

Mr. Goutpsrein. Do you talk to Mr. Murphy and does he talk to you 
occasionally 4 

Mr. McCooy. Oh, ves. 

Mr. Goupsrern. Did you get along pretty well? 

Mr. McCoy. Yes. 

Mr. Goipstrern. Did you ever hear of a Mr. Morrison, representing 
the Baldwin Works? 

Mr. McCoy. I heard his name. T don’t believe I know him. 

Mr. Goupsrein. Mr. Morrison testified before this subcommittee 
on Monday, that he was fishing around trying to find out what had 
happened to those directives, and he says on page 43: 

We went to Mr. McCoy's office that afternoon and were unable to see him 
persona lly— 

That was setting the time toward the end of March— 
but did see Mr. Murphy. We were advised by Mr. Murphy, after he had checked 
the section, that it was not being held in Mr. McCoy's oilice. 

That is the period at the end of March, after the second application 
forms were in. It is possible, and I will give you the benefit of the 
doubt, that this was prior to March 19. 

Mr. Stevens. It isn’t, counsel, because Mr. Morrison also testified 
they first learned the General Motors application went through on 
March 19, and subsequently made this investigation. 

Mr. Goipsrztx. So this would be around the period of time subse- 
quent to the time when the GA—3’s arrived at your office. 

Did Mr. Murphy tell you Baldwin was interested in finding out 
what happened to the GA—3’s ¢ 

Mr. McCoy. I don’t recall that he did. 

Mr. Goitpsrerx. Did Mr. Murphy tell you he had made a search of 
your office to find out what happened to the GA-3’s ? 

Mr. McCoy. No, sir. 

Mr. Goupsrern. Did you ever have occasion to talk to Mr. Murphy 
about the problem of the June program and the May program, as 
against the interim relief program ¢ 

Mr. McCoy. No. Mr. Murphy is one of my assistants, and this is 
not one of the things he was handling. I suspect when Mr. Morrison 
called at my office probably Mr. Miller and myself were both away, 
and they referred him to Mr. Murphy but I don’t believe offhand 
Mr. Murphy knew anything about these cases. He might have asked 
where the documents were, but of course they were not in my office 
then. 

Mr. Goupsrern. Even if it is a fact that Mr. Murphy is not per- 
sonally interested in that, wouldn't he normally come to you and say, 
“Pardon me, Mr. McCoy, but there has been someone in here who was 
upset about some missing documents. I told him I couldn’t find 
them and did not know anything about them.” 

Mr. McCoy. That happens about 100 times a day. 

Mr. Keating. You mean you lose papers a hundred times a day. 

Mr. McCoy. No, sir. What I referred to, Congressman, was that 
there were hundreds of people who call at my office every day about 
something or other. 

Mr. Keating. About lost papers? 
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Mr. McCoy. No. Fortunately not. 

Mr. Goupsre1x. Mr. Morrison at least impressed me as being a man 
of good judgment, and he spoke very carefully and articulately of 
what he had in mind. Do you doubt he could have impressed Mr. 
Murphy with the necessity and urgency of these papers / 

Mr. McCoy. No, I don't. I really don’t know os a took place, and 
Mr. Murphy, probably not knowing about this particular situation, 
probably looked around and tried to find these papers in my desk, 
and not being entirely familiar with it I wouldn’t know what he said. 

Did he tell Mr. Morrison they were not in my office / 

Mr. Gouipsrern. Yes, sir. Mr. Morrison said he went to Mr. Me- 
Coy’s office that afternoon and was unable to see him personally, but 
did see Mr. Murphy. He says: 

We were advised by Mr. Murphy, after he had checked the section, that it was 
not being held in Mr. McCoy's office. 

In view of the fact that this is something Mr. Murphy is not famil- 
iar with, to whose attention should he have brought it ? 

Mr. McCoy. Well, Mr. McMillan or Mr. Miller. 

Mr. Go.pstern. I think we had better get to Mr. McMillan for a 
moment, if the subcommittee permits. 

Mr. MeMillan, did Mr. Murphy ever tell you about his talk with 
Mr. Morrison ¢ 

Mr. McMutxan. This is the first I ever heard of it. 

Mr. Goxpstern. Do you ever see Mr. Murphy around the office? 

Mr. McMuan. Yes. 

Mr. Goupsrern. Do you talk to each other? 

Mr. McMitxan. Yes. 

Mr. Goupsterx. You are on fairly friendly terms and you don’t 
keep secrets from each other? 

Mr. McMirzan. That’s right. 

Mr. Goupsrerx. These documents which you received from Mr. 
McCoy, I take it, you had instructions to check on them with Mr. 
Glenn’s section as to their views on the matter / 

Mr. McMitian. That’s right. 

Mr. Goupsrern. Did you check with Mr. Glenn’s section ? 

Mr. McMiuian. I did. 

Mr. Gotpstern. With whom did you speak ? 

Mr. McMiuian. With both Mr. Glenn and Mr. Knight. 

Mr. Gotpsterx. What did you tell them / 

Mr. McMrmuxan. May I set the timing straight, too / 

Mr. Goupsterxn. Yes. That is fine. 

Mr. McMuzan. I happen to have notes here that sometimes are 
incomplete, but in this particular case I can refer to a calendar which 
shows that I talked with Mr. Glenn and with Mr. Knight on Wednes- 
day morning, March 21. I clearly recall doing that. 

As I recall the timing further, it was on Tuesday afternoon, March 
90, that IT was called in to Mr. MeCoy’s office, along with Mr. Cole, 
and this so-called second set of GA-3’s was first exhibited to me, and 
the assignment given to me to investigate, in view of the recommenda- 
tion of the Copper Division and the Iron and Steel Division that only 
DO assistance be given. 

Mr. Gowpsrein. Let me clarify that. The Copper Division only 
made such recommendation in two cases. There were three other 





2 es teh aria 








| ee 


—— 





4 
ms 
§ 

abe 
4 
es 


Sas Taki ian! > 


STUDY OF MONOPOLY POWER 145 


papers where the Copper Division was not involved, so really it was 
not the Copper Division entirely, but it was the Iron and Steel on every 
one, and Copper only on two. Is that correct 

Mr. McMitxan. As I remember it, the Copper Division was only 
on some of them. 

Mr. Gotpstern. That’s right. So it is Iron and Steel Division on 
all and Copper Division only on two. Go ahead, sir. 

Mr. McMuian. The only significance of that is that the Copper 
Division apparently was the first one to have a crack at the papers. 
However, continuing on, Wednesday morning, as I say, pursuant to 
instructions from Mr. McCoy, I called Mr. Glenn and I recall noting 
to him that the Iron and Steel Division had recommended only DO 
action, pointing out the reason behind their recommendation. 

I am personally very keenly aware and was at the time that directive 
action is a very strong instrument of control and one that should be 
used only with reluctance. For that reason I inquired as to the 
urgency of the action. 

Now, I have been trying in the last couple of days to recall exactly 
what went on in that conversation, but I will jump quickly to the 
next point, which is that after a brief discussion with Mr. Glenn he 
hung up—— 

Mr. Gotpstern. You didn’t go in to see him personally, but just 
called him on the phone ‘ 

Mr. McMimu.an. No. This was on the telephone. He and I were 
a couple of miles apart in the city. 

Mr. Gotpsrern. The discussion with Mr. Cole and Mr. MeCoy took 
place face to face in the office ? 

Mr. McMitian. That’s right. 

Mr. Goipste1nx. But your discussion took place on the telephone? 

Mr. McMitzan. That’s right. The following morning. Within 2 
or 3 minutes afterward, as I recall it, Mr. Knight called me back. Now 
I know Mr. Knight, having had occasion to work with him on the loco- 
motive program for June in an industry advisory committee meeting 
on Tuesday, March 13, which I attended. Mr. Knight, as I recall it 
now, was very much concerned that these four companies should get 
equal and equitable treatment as compared with the General Motors 
Corp. 

I for the first time found out then that according to him the General 
Motors Corp. had received directive assistance. I do not recall having 
known that before, but I did learn it from Mr. Knight that Wednesday 
morning. 

Now it is to be recognized that I was concerned primarily with the 
four companies whose papers were on my desk. I was concerned to 
find out whether directive action or DO action or no action at all was 
the proper course to take. I now realize something which I did not 
at that time, namely, that Mr. Knight was looking at it from a different 
point of view from that which I was looking at it from. He, I am 
sure, Was more concerned with equal treatment, from his point of 
view, for the four companies as against what he understood General 
Motors had gotten. 

That is an understandable point of view but it was a different point 
of view from the one with which I was approaching the problem. I 
was concerned with whether these actions were to be taken in one way 
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or another way and my discussion with him was directed to bringing 
out points in that area. . 

As I recall it—and I don't think I dreamed this one—as IT recall it, 
Mr. Knight pointed out that the quantities of steel and copper and 
aluminum requested on these GA-3’s were for quantities considerably 
less than the amounts required for the companies’ month’s production. 

I asked him about that since I recalled that total steel requirements 
for the industry for a month were somewhere in the vicinity of thirty 
to forty thousand tons, as to why it was that these directive actions 
were for much smaller amounts. 

I have a clear recollection that either in this discussion or some 
subsequent one he put forth an explanation that goes something like 
this: 

Namely, that these companies came in for interim relief for limited 
amounts, mainly to replace inventories of parts which had been 
depleted over recent months. 

I asked, either at this conversation or the subsequent one—because 
there were subsequent conversations with Mr. Knight—whether it was 
imperative in his opinion that directive action be taken. As I recall 
it, Mr. Knight expressed the opinion that directive action was not 
necessary, although he would like it. 

As a result of my conversation then I reached the judgment that it 
was not necessary to have directive action issued. There then re- 
mained the question, was DO assistance necessary or was no assist- 
ance at all necessary / 

Subsequently, I came to the conclusion that no assistance at all was 
necessary. 

Mr. Gonpsrein. I would like to clarify certain things for the 
record. First of all, we have had testimony that the so-called mainte- 
nance part program, the MRO program, that is, maintenance, repair, 
and operations program was separate and apart from the steel require- 
ments set forth in the interim relief program. ‘To buttress that we 
have Mr. Morrison’s and Mr. Wisner’s testimony that the loss of 
steel to Baldwin resulted in a loss to the economy of some 45 locomo- 
tives, through failure of action on this particular program. Did you 
discuss this with Mr. Glenn as well as Colonel Knight? After all, 
he is Chief of this Division, just as Mr. Cole is Chief of [ron and 
Steel. 

Mr. McMituan. I already said I called Mr. Glenn first, and pre- 
sumably at Mr. Glenn’s request Mr. Knight called me back. 

Mr. Goupsrein. Did you get the impression after vou first learned 
about the General Motors situation, where they obtained a directive, 
that the General Motors request was part of an over-ail program, 
as Colonel Knight explained it, whether it was for maintenance or 
whatever it was for, that it was part of the same general arrange- 
ment as the other four? 

Mr. MeMitxan. I didn’t inquire into the General Motors action 
at all. It did not seem to be relevant to the decision which I had 
to work up. 

Mr. Goupstrern. But you have already expressed before this sub- 
committee tremendous concern over the lax or loose issuance of direc- 
tives because of their very important nature. In view of the fact 
that you learned this General Motors directive was a part and parcel 
of the same program of the four documents you were examining, 
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did you take any action to ascertain whether or not the issuance of 
that directive was a sound administrative action, or one subject to 
correction, in view of your feelings about directives / 

Mr. McMuzan. May I return to the middle of your question there 
and point out that I did not understand, as I recall it now, that the 
General Motors action had anything to do directly relating to these 
papers. te} bes 
Mr. Goupsrern. You originally said Colonel Knight had told you 


- that General Motors had gotten this amount of directive relief and he 


was interested in equalizing the status of the four other companies. 
Did you question him further to find out whether that was part of 
the same picture, or did you just drop that? 

Mr. McMiuian. Let me repeat that the action taken on General 
Motors was mentioned by Mr. Knight. 

Mr. Goipsrerx. What was your reaction to his mention ? 

Mr. McMitian. It seemed to me that whether or not that action 
had been taken, as I said, was not relevant to the investigation which 
I had to make. Now, that is my judgment, that it did not relate to 
the assignment which had been given to me, which was to find out 
whether these particular papers were or were not, or what would be 
the best way to handle them. 

Mr. Goupsrern. Did you ever see the first set of papers involved 
here? 

Mr. McMitianx. Which do you mean by the first set / 

Mr. Goipstern. There has been testimony that a set of papers iden- 
tical with those with which you were concerned in your conversations 
were mnitiated by Colonel Knight in Mr. Glenn’s office and went up 
to Mr. Cole’s office and were treated as DO applications only. 

Mr. McM1tnan, I never saw those papers. 

Mr. GotpsTeLN. Did those get to you, Mr. McCoy ¢ 

Mr. McCoy. No, sir. 

Mr. Goupsrern. But on your explanation of how the second set got 
to you, the process being identical for the first ones, the first set should 
have reached you, should they not? The facts being identical in 
terms of knocking down from a directive to a DO would that come to 
you for a policy decision as the second set did ? 

Mr. McCoy. I was not sure whether the first set had gone that far 
or not. 

Mr. Goupsrern. Let us just postulate this as a hypothesis and let 
the record speak for itself. Ifa set of papers was intiated by Colonel 
Knight's office for all five locomotive builders and that set had been 
completed in his office and signed by Mr. Glenn, and proceeded there- 
upon to Mr. Cole’s office where Mr. Cole took action identical w:th that 
taken in the second set of papers to which Mr. McMillan referred, 
under those circumstances—a directive being recommended and a 
DO being slapped on, would those papers have come to you ¢ 

Mr. McCoy. Not automatically. They might have been delivered. 

Mr. Goupsrein. Where else might they have gone ¢ 

Mr. McCoy. They might have gone direct to the Priorities and Di- 
rectives Division. 

Mr. Goutpsretx. That would be Groce’s office / 

Mr. McCoy. Yes. 

Mr. Goupsvern. Since this matter came to your attention has any 
_ been made to find out whether Mr. Groce’s office has this first 
Set 
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Mr. McCoy. When I was informed this subcommittee was looking 
for some lost papers we called his office first and he told me other 
people had inquired about them before I had, and he said he didn't 
have any such papers, nor did he remember any. 

* Mr. Gornsrern. That leaves the last location somewhere in Mr. 
Cole’s set-up. 

The CHamman. Mr. McCoy, you said, “but the papers were not 
lost.” It strikes me that they certainly were lost. 

Mr. McCoy. No. I was referring to these particular papers you 
have before you, and not the others. 

Mr. Gotpsrer~. Mr. McMillan, did Colonel Knight tell you there 
had been a first set of papers ? 

Mr. McMinian. He did. 

Mr. Gotpsrerx. Did you make any effort to find out where they 
disappeared to? 

Mr. McCoy. He explained, in order to avoid having to look further 
for the first set, that he had sent through the second set, which was 
the set which was on my desk, and it didn’t seem to me to be important 
at that point to check to find where the first set was. 

Mr. Goipstern. Did you take into consideration in making your 
calculated judgment as to what disposition would be made of the sec- 
ond set, the fact that this action had actually been initiated much 
earlier, but was the result of lost papers? Did you take that into 
consideration in determining what type of relief you should give in 
this case? 

Mr. McMiinan. I concluded on factors that seemed to me to be 
relevant to the case, and timing—and that did seem to be a question 
of timing to me—that it would certainly seem to be doubtful 

Mr. Srevens. As I understand it, you testified that on approxi- 
mately March 21, after this telephone conversation with Colonel 
Knight, you decided the rating should not be a directive but rather 
should go down to a D. O. 

Mr. McMinn. I decided it should not be a directive. It was still 
a question as to whether it should be a D. O. rating or not. 

Mr. Srevens. What further study did you make to determine 
whether it should be a D. O. or nothing, and when did you conclude 
it should be nothing ? 

Mr. MeMirtan. I don’t recall the exact timing on that because 
something else happened at just about that time that I should point 
out. 

On the day following this I got called in on another assignment 
which took my full-time operation for a considerable period after 
that. I shouldn’t say full time, but virtually full time for a con- 
siderable period of time after that. 

Having in my own mind decided that they was no great urgency 
on this locomotive matter I put that in my pending basket and 
returned to it at a point some days later. Just when I don’t 
remember. 

Mr. Srevens. Do you know whether it was before or after April 9? 

Mr. McMinzan. It was before April 9. 

Mr. Stevens. Before April 9 you decided there should not even be 
a DO, and then I take it on April 9 another gentleman in vour office 
decided there should be a DO:and approved it on a DO basis? 
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Mr. McMriuan. No. That is not quite so, if I may try to set the 
record a little bit straight. Before April 9, having made further dis- 
cussion on it, the conclusion as I remember it that I reached with 
Mr. Knight as a result of further discussions with him 

Mr. Srevens. You talked to Mr. Knight several times? 

Mr. McMitian. Oh, yes. He called me. I might interject at this 
point that I have glanced over the record of Colonel Knight’s testi- 
mony on Monday and he refers at one point to talking to somebody 
in Mr. MeCoy’s office, whose name he does not remember. I should 
admit it was I with whom: he talked. Then I did not know that he 
had forgotten me either, so when he was unsuccessful, apparently, in 
following through in this it was because we were out of touch with 
each other. 

But returning, as a result of discussions with Colonel Knight and 
Mr. Glenn, I believe T talked with Mr. Glenn about this too, although 
I don’t recollect on this with precision, that it would be all right to 
give DO assistance with the understanding that the DO assistance 
would go on the June schedule of the mills, and that the Locomotive 
Branch felt that it was important to give that assistance, 

I, therefore, cleared with Mr. McCoy the proposal that we put 
through DO assistance for the companies, at a meeting just before he 
left own on or about April 6. He left town then, and on April 9, 
ursuant to an agreement as I recall it that Mr. McCoy and I reached, 
| had turned over to Mr. Miller this matter with my recommendation 
that these papers be approved for DO assistance and that an effort be 
made to get them into the June schedule. 

Mr. Stevens. One question. The reason for the delay between 
March 21 and April 6 or April 9 was that you were engaged in some 
other matter which you considered very important / 

Mr. McMitian. That’s right. 

Mr. STEVENS. So you were just too busy to handle it in that period. 
You didn’t make any considered study during the intervening time? 

Mr. McMirxzan. In the intervening time, as I say, I did talk with 
Colonel Knight at least once and reached the recommendation that I 
wanted to make to Mr. McCoy, and carried that out as I say about 
April 6. 

Mr. Stevens. So that at that time it was your judgment there should 
bea DO? Then would you pursue it and explain how you happened 
to decide there should be no preference given at all ? 

Mr. McMinan. The papers did not get through in time to make the 
June schedule. So, considering that it was a matter of giving DO 
assistance, and that the June schedule called for 325 locometives as 
against 300 previously, in which these companies had participated on 
a basis that seemed to me to be adequate to take care of their needs 

Mr. Gotpsrern. If you had taken action earlier than April 6, would 
it have been too late even then? 

Mr. McMitian, I am not sure about the time required. 

Mr. Gotpsrery, Would you undertake an investigation if you knew 
it was useless ¢ 

Mr. McMit1an, I am sorry. 

Mr. Gotpsrern. When you started on March 21 to find out about 
this, you wouldn't have done that if vou had thought it would be 
useless as against the June schedule, would you ? 
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Mr. McMitxian. If I thought it would be useless I certainly would 

not have taken the time to pursue the thing. 

Mr. Gotpsreix. But by April 6 it became useless. didn’t it 4 

Mr. McMizan. I didn’t know it had become useless. 

Mr. Goutpsrern. You didn’t find out that the DO's could not fit the 
‘hedule ¢ 

Mr. MceMutxan. Until after the documents had been approved and 
I sent them through to go to Mr. Groce’s office and found out it was 
too late for June, and then, of course, there would be the question for 
July. 

Mr. Srevens. In coming to that decision that it was too late so 
that no action could be taken, did you communicate that decision to 
anyone in Mr. Glenn’s office / 

Mr. McMittan. Yes. I specifically recall calling Mr. Glenn. I do 
not have a note of the exact date but it would have been approximately 
April 17 or April 18. Someplace around there. I pointed out that 
due to the delay it was too late for these assistance papers to give the 
companies assistance in June. I called that to his attention and asked 
him whether it was urgent that something be done, and I don’t recall 
specifically what he said. 

Mr. Roprno. Mr. McMillan, based on the fact that you arrived at 
a conelusion that the directive should only be used sparingly, and 
based on the further fact that you lated decided that these four other 
companies should not be given any assistance, would you care to com- 
ment on whether or not, with the knowledge you may have had of 
General Motors’ request and the other companies. there was such a 
disparity between them that one was entitled to directive assistance 
and the other companies were not ¢ 

Mr. McMiitzan. The responsibility for determining the urgency 
of a case rests with the division which is responsible for the supply 
of the materials in question, as I understand it. That would be, in 
this case, the Iron and Steel Division. 

We have two points of view that have to be reconciled. The end 
products division, in this case the Locomotive Branch, is interested 
in meeting a demand for locomotives and. therefore, constitutes a 
demand for materials. It is an advocate, as I understand it. to a 
Materials Division for assistance. The Materials Division has a 
somewhat distinct function, namely, of taking care of the supply end 
of it. 

Qur responsibility, as a staff operation, is where there is a difference 
between the two, to try to point up the issues. When there was no 
issue raised on the General Motors directive, it didn’t come to my 
attention and I have, therefore. made no examination of the case and 
I have no comment to make on it. 

I would leave that to the decision of the Division. 

The Cuatrman. Mr. McMillan, are you a w. o. c. employee ? 

Mr. McMriiian. No; Lam not. 

The Cuatrman. Are you a regular employee of the Government / 

Mr. MceMitrian. I am paid full time by the Government. Iam on 
leave of absence from Western Reserve University, in Cleveland, Ohio, 
which is my home. 

The CuatrrmMan. You have been teaching there ? 

Mr. McMinian. For the last 2 or 3 years I have been teaching. 
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The Cuamman. Were you ever employed as a consultant or were 
you ever employed by any of the steel conipanies ¢ 

Mr. McMurray. I have never had any connection with any steel 
company. 

The Carman. Thank you very much, Mr. McCoy. I have 
nothing further unless you want to make a statement. 

Mr. McCoy. May I point out in justification of having these actions 
reviewed by my staff that while this was put in directive form request 
by the Transportation Equipment Division, ordinarily the directive 
requests are for an emergency. This wasa program request and ordi- 
narily we never use directives for a program. We have used the 
general directive on freight cars but that was a general program again 
authorizing certain things to be done. 

While actually, as a matter of fact, we approved this for DO 
action—and by the way, references have been made here to the fact 
that a DO is a hunting license. It is not a hunting license. If the 
steel mill set-asides are reasonably correct—and most of the time 
they are in steel and other products—every producer has to accept a 
DO, and it has to be accepted and ordinarily the DO holders se- 
cure their orders. 

The CHatran. I do not think that is so Mr. MeCoy. I know of 
cases Where a D. O. has been issued and those who possessed them have 
not been able to get their raw materials. I am not speaking of steel, 
but other material. 

Mr. McCoy. Any time the holder of a DO rating is unable to 
place his order with any supplier he has only to report that to the 
NPA because any supplier who does not fill the DO's is a violation 
of the law. 

The CuarrMan. That is if they have the material. But there are 
a lot of excuses being offered which are used to avoid supplying the 
possessor of the DO. There are a lot of complaints. 

Mr. McCoy. I know there have been. I recognize that. But if 
a producer has set aside what is required to fill DO orders, obviously, 
when he reaches that certain ceiling he is not required to fill the DO's 
and purchasers are supposed to go to the others. 

But may I point out, although statements have been made that cer- 
tain companies have lost production, well, many other companies 
lost production they might otherwise have had if steel had been avail- 
able to meet all the needs; but in April the locomotive producers pro- 
duced at record levels. The companies for which this assistance was 
asked produced as high an output as they have ever produced. 

So I do not see where failure to take this particular action, or the 
failure to go through on time, really affected the production of these 
companies, 

The CHamman. We have testimony to the effect that 40 locomotives 
could not be produced and were lost forever because they could not 
get the steel for them. 

Mr. McCoy. That is what I understand, but the companies involved 
had a record production in April and according to these figures could 
not have produced these units anyway. 

The Cuamman. They said they could. 

Mr. Gotpsrerx. We are supposed during this emergency to make 
production records all the time. 

Mr. McCoy. Yes. Don’t misunderstand me. 
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The Cuarrman. You want to cooperate so that we can get all of 
the locomotives possible. 

Mr. McCoy. Yes; but we had pressure from dozens of other sources. 
They wanted more steel than they were getting, and they had pro- 
grams too. I think, in fact, the locomotive producers have done 
fairly well. 

The Cuatrman. We know the job is difficult. 

Mr. McCoy. Yes. 

Mr. Srevens. Mr. Cole testified the April production of locomo- 
tives would probably reflect the supply of steel that was made avail- 
able in February. 

Mr. McCoy. That is true, but this directive action was for May 
delivery. 

Mr. Srevens. In March. 

Mr. McCoy. No. It could not have been effectve in March. 

Mr. Stevens. That is when the directive was initiated. What I am 
suggesting is that the production figures for April are not material in 
determining whether the company was hurt by failure to get steel in 
March. 

Mr. McCoy. Nevertheless we had the May program which began 
in the early part of March, which was 300 locomotives, and I believe 
they have been supplied in that number. 

Mr. Stevens. Would you agree that April production figures are not 
material when we are trying te determine whether the failure to get 
March steel hurt the company ¢ 

Mr. McCoy. No, sir. I believe they are very material. I pointed 
out I do not think the absence of action on these documents caused 
any material reduction in the output of locomotives by these com- 
panies. 

Mr. Gotpsrern. How about General Motors. Did it make any ma- 
terial difference in their output ? 

Mr. McCoy. I don’t know. 

Mr. Gotpstern. Did they go up or down because of that ? 

Mr. McCoy. General Motors, I think, had a large output along 
with the rest. 

Mr. Gotpsrern. You can tell me as a fact, would it affect their pro- 
duction to get two directives, one for 1,909 and one for 2,600 4 

Mr. McCoy. I assume it would help their production. 

Mr. Gotpstretn. And it would have helped the production of the 
others if they had gotten the material they requested. 

Mr. McCoy. If they had gotten the directives early in 

Mr. Gotpstern. Let us say in March, when the first request for 
directives came out? In the early part of March. 

Mr. McCoy. If it had been possible to have delivered directives to 
the steel companies and taken steel directly off the production lines 
from somebody else’s orders and delivered it promptly to some of 
these companies, it may have affected them. Yes. 

Mr. Gorpstern. I don’t have any other questions. 

The CHarrmMan. Our next witness will be Mr. Sweeney. Mr. Swee- 
ney, will you please raise your right hand and do you swear to tell the 
truth, the whole truth and nothing but the truth, so help you God? 

Mr. Sweeney. I do. 
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TESTIMONY OF JAMES E. SWEENEY, ANALYST, FORGE SECTION, 
IRON AND STEEL DIVISION, NATIONAL PRODUCTION AU- 


THORITY 


Mr. Srevens. Would you please give your name and position ? 

Mr. Sw FEENEY. James E. Sweeney, , Iron and Steel Division, National 
Production Authority, Forge Section ; analyst. 

Mr. Stevens. Mr. Sweeney, are you familiar with the first set of 
GA-3’s which have still not been located ? 

Mr. Sweeney. Yes, sir. 

Mr. Srevens. Did you see them at any time? 

Mr. Sweeney. Yes, sir. 

Mr. Stevens. Can you tell us when you first saw them? 

Mr. Sweeney. Sometime around the 27th or 28th—the last couple 
of days of February. 

Mr. Stevens. In early February ? 

Mr. Sweeney. No. 

Mr. Stevens. I mean, in late February? Pardon me. 

Mr. Sweeney. Yes. Thank you. 

Mr. Stevens. Where did you see them and what did you do with 
them ¢ 

Mr. Sweeney. That was as a result of a conversation with Mr. 
Glenn and Mr. Cole. When the previous request for 20-odd thousand 
tons, which was taken back by Mr. Glenn, came in, Mr. Cole called 
us in to his office regarding the fact that there was something to be 
done and wanted to know what the situation was. 

Mr. Boyland and Mr. Robinson and myself were called in. I had 
had several calls from the part makers, or the forge shops who supply 
forgings to the various people, about where their steel was so that 
they could meet a program which they had. 

Mr. Srevens. In what connection did you first see the set of papers 
which was referred to as the first GA-3’s? Did they ever come to 
your desk ? 

Mr. Sweenry. They came on to my desk and were delivered by Mr. 
Knight after Mr. Glenn and Mr. Cole had decided he needed some 
other arrangement on paper from the standpoint of what they actu- 
ally needed today for the DO’s. 

Mr. Stevens. I take it then—— 

Mr. Sweeney. That was the 7,000 tons. 

Mr. Srevens. Yes. 

Mr. Sweeney. That’s right. 

Mr. Srevens. The five or six requests? 

Mr. Sweeney. That’s right. 

Mr. Srevens. For 7,000 tons, and they were given to you by Colo- 
nel Knight on or about February 27, is that correct ? 

Mr. Sweeney. The GA-3 was given to me and attached to it were 
seven or eight copies of the requirements which were in that GA-A. 
Each company had its listed requirements in it. 

Mr. Srevens. And it was a request for a DO? 

Mr. Sweeney. A request for a DO as I remember it. 

Mr. Gorpstein. It was not a request for a directive? 

Mr. Sweenry. As a matter of fact it was a request for priority 
assistance. Whether it had DO or directive, I don’t know. ; 
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Mr. Gotpsre1n. That was for all five companies / 

Mr. Sweeney. For all five companies. Yes, sir. 

Mr. Srevens. What did you do with the papers after they came 
to you! 

Mr. Sweeney. I distributed them to the various sections who were 
interested in it. 

Mr. Stevens. Who would those be? 

Mr. Sweeney. They would be the Alloy Division of Bars and Bil- 
lets. They would be the Carbon Division of Bars and Billets, and 
it would be the Plate Section. 

Mr. Stevens. When you distributed those papers did you distribute 
the General Motors papers to any different place than you distributed 
the others? 

Mr. Sweeney. No, sir. 

Mr. Stevens. They all went in one basket ? 

Mr. Sweeney. It was one package. 

Mr. Srevens. Then did you see them again after that initial dis- 
‘ibution ¢ 

Mr. Swrenry. Yes. 

Mr. Stevens. When? 

Mr. Sweeney. I saw them when I asked Mr. Boyland, Mr. Hoffman, 
and Mr. Robinson to sign them. It was signed by all three of them 
and was put on Mr. Cole’s desk for his signature. 

Mr. Stevens. When they were all signed all of them were still there? 

Mr. Sweeney. The concurrences by the various sections as to what 
they could do. 

Mr. Stevens. They all concurred in the request in the manner in 
which it had been submitted by Mr. Glenn’s office at that time ¢ 

Mr. Sweeney. That’s right, sir. 

Mr. Srevens. The whole group? 

Mr. Sweeney. Yes, sir. 

Mr. Srevens. Then you put them all on Mr. Cole’s desk ? 

Mr. Sweeney. Yes, sir. 

Mr. Stevens. Did you see any of them again / 

Mr. Sweeney. No, sir. 

Mr. Srevens. You did not again see the General Motors request or 
any of the others? 

Mr. Sweeney. No, sir. | 

Mr. Srevens. I have no further questions. 

Mr. Goupster. One question. Did Colonel Knight or anybody in 
Mr. Glenn's office ask what happened to them ¢ 

Mr. Sweeney. Yes, sir. 

Mr. Gotpstreixn. What did you say? 

Mr. Sweeney. I told him from the information I got from Mr. 
Cole’s office they were put in the mail for Mr. Glenn’s department. 

Mr. Goutpsrein. Would they normally go back to Mr. Glenn’s de- 
partment or to Mr. Groce’s department ? 

Mr. Sweeney. I think there has been a little misconception on a lot 
of things about whose responsibility it is here. The man who initiates 
an action fora priority should follow it through. 

Mr. Goupsrern. Were you told that the General Motors one went 
back to——— 

Mr. Sweeney. What General Motors? Iam talking about one item, 
sir. 
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Mr. Goupsrerxn. We are talking about the GA-3’s you said you 
turned over to Mr. Cole. We are talking about all of them—General 
Motors, Fairbanks-Morse 

Mr. Sweeney. They were all in one package; one GA-8 with a list 
of the requirements of each company attached. 

Mr. Goupstern. And all those went to Mr. Cole’s department ¢ 

Mr. Sweeney. Yes. 

Mr. Gotpsrerx. And you never saw them again ? 

Mr. Sweeney. No, sir. 

Mr. Gorpsrerx. And Colonel Knight asked you what happened to 
them and you said you didn’t know. Is that right ? 

Mr. Sweeney. That’s right. 

Mr. Goupsrein. Did he call you several times? 

Mr. Sweeney. He called me and so did many of the forge shops 
over the country call me to find out where the DO’s were that the 
Equipment Department told them were issued. 

Mr. Goupstrern. Did you ask Mr. Cole after that about them ? 

Mr. Sweeney. Yes, sir. 

Mr. Gotpsretn. What did Mrz Cole tell you? 

Mr. Sweeney. He said he sigyped yhem and put them for delivery 
in the basket. 

Mr. Gotpsretn. Did he include ir, that the General Motors direc- 
tive f : 

Mr. Sweeney. That was the only éne. Sure. It has to be as far as 
I can see. ' : 

Mr. Goupsrern. In other words, the General Motors. Baldwin, Lima, 
American Locomotive, Fairbanks-Morse, and General Electric were 
all put together by Mr. Cole in one basket ? 

Mr. Sweeney. And as he signed that GA-5 he signed for all of 
them. . 

Mr. Srevens. Do you have any information which would help us to 
understand how the General Motors directive which eventually went 
back to Mr. Glenn’s office to be resigned—the one directive that went 
back—how that happens to have the identical language contained in 
the other GA-—3’s we have in evidence 4 

Mr. Sweeney. No, sir, I don’t. 

Mr. Srevens. You do not have any information that would lead 
you to know how that happened to be « ‘opied 4 

Mr. Sweeney. No; I don’t really remember the language of the 
first GA-3 other than that it was for some 7,400 tons of steel divided 
into carbon and alloy, and there were items of aluminum or items 
of copper and items of nickel on it. Now the procedure there would 
be to go back to Glenn to have him go to the other departments or 
divisions who were interested, like Copper, so that they could present 
with it their views on the urgency of the case. 

So it went back, as I believe and I was told, to Mr. Glenn’s office. 

Mr. Srevens. By whom were you told? 

Mr. Sweeney. By Miss Ruth Carmen in Mr. Cole’s office. 

Mr. Srevens. Thank you. 

Mr. Gotpsterx. No further questions. 

The Cuamrman. We have no further questions. Thank you. The 
Chair will say this closes this particular phase of our proceeding 
and we will now adjourn. 

(Whereupon, at 1:30 p. m., the subcommittee adjourned. ) 
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MONDAY, JUNE 11, 1951 


House or RepresENTATIVES, 
SpecIAL SUBCOMMITTEE ON THE Stupy oF MoNnopo.y 
Power or THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 


The special subcommittee met, pursuant to adjournment, at 10:10 
a. m., in room 346, Old House Office Building, Hon. Emanuel Celler, 
presiding. ! 

Present: Representatives Celler (chairman), Bryson, Hillings, 
Keating, McCulloch, and Willis. 

Also present: E. Ernest Goldstein, general counsel to the subcom- 
mittee; John Paul Stevens, associate counsel, representing the minor- 
ity; Jerrold Walden, assistant counsel; John F. Woog, assistant 
counsel; and Eileen R. Browne, clerk. 

The Cnamman. The meeting will come to order. 

The Chair wishes to make a brief statement concerning the resump- 
tion of these hearings. 

Today the Subcommittee on the Study of Monopoly Power continues 
its hearings on monopoly aspects of the mobilization program. 

These hearings, as previously indicated, are designed to provide 
guidance in determining whether the mobilization effort is endanger- 
ing our competitive system and increasing economic concentration. 

Our efforts have a twofold purpose: to discover whether the legis- 
lative safeguards of the antitrust laws as well as the Defense Pro- 
duction Act have been adequate to protect competition; to ascertain 
whether the administration of these acts have been consistent with the 
policies set forth in the safeguard provisions of those acts. 

The hearings will be directed in subject matter toward those areas 
of the mobilization program which appear sensitive in the sense that 
they call for continuing scrutiny and vigilance. 

It is believed that these areas wll be most illustrative of the problems 
and the pitfalls which might endanger our competitive economy. 

And I desire also to make a brief comment on our plans ron pur- 
poses concerning our investigations that may touch upon the opera- 
tions of the dollar-a-year men. In view of the fact that the subcom- 
mittee will give a good deal of attention to the personnel policies in- 
volving so-called WOC employees, I believe it is necessary to make 
clear our intentions in this regard. 

The subcommittee recognizes the valuable role that without com- 
pensation men fill during emergency periods. It is quite essential 
for the Government to avail itself of their exceptional talents in vari- 
ous fields. However, the subcommittee is concerned lest the personnel 
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policies involving without-compensation men place these men in em- 
barrassing positions where their duties may directly relate to their 
private indus try interests. 

Thus it is clearly not our desire to discourage patriotic service by 
WOC men, rather it is our intention to see that policies are adopted 
which provide for the most efficient utilization of their services. 

In accordance with the subcommittee policy, witnesses during these 
hearings will be sworn. 

Furthermore, I again wish to make it clear that the subcommittee 
wishes to be fair to any person, agency or business organization men- 
tioned in the testimony. In the event that any person believes that 
testimony given to this subcommittee requires clarification or correc- 
tion that person will be given an opportunity to appear. 

Our witness this morning is the Honorable H. Graham Morison, 
Assistant Attorney General, who is in charge of the Antitrust Divi- 
sion of the Department of Justice. 

Mr. Morison, we will be very glad to receive your observations 
this morning. 

Is there anything that the members would like to say by way of 
amplification of my opening statement 4 

Mr. MeCuiiocu. I would like to make one observation. It is my 
studied judgment that the overwhelming number of WOC personnel 
are extremely patriotic and able persens, and it is only rarely that 
any such person serves for a selfish purpose or for a purpose that 
is not in the interests of the country. And it is only that rare indi- 
viduel that [am interested in uncovering, any work that he might be 
doing that is not in the interest of the country 

I want to make the unequivocal statement that many of these WOC’ 
are serving at considerable personal hardship. They are leaving their 
families, their associations at home. I would not want any investi- 
gating work that we do to reflect on those patriotic, able, honest 
persons who are doing such an admirable job in this time of emergency. 

The CHatrman. That is a very well spoken statement and I thank 
you. 

Mr. Morison, will vou raise your right hand. Do you solemnly 
swear to tell the truth, the whole truth, and nothing but the truth, so 
help you God ¢ 

Mr. Morison. I do. 


TESTIMONY OF H. G. MORISON, ASSISTANT ATTORNEY GENERAL, 
CHIEF, ANTITRUST DIVISION, DEPARTMENT OF JUSTICE 


Mr. Mortson. Mr. Chairman and gentlemen, I am confident that 
your present study, the scope of which your chairman has defined, 
will prove of great significance to our defense effort and will result 
in an aflirmative recommendation which will render valuable assist- 
ance in the maintenance of our free-enterprise system throughout the 
indeterminate period of our military build-up. 

The Attorney General is keenly aware of the responsibilities which 
have been vested in him by the President and by the Congress in 
insuring that our mobilization for defense will be carried on, “insofar 
as possib de, within the framework of the American competitive econ- 
omy. In discharging those responsibilities, the Department of Jus- 
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tice has maintained, and will continue to maintain, a close watch over 
developments in all areas affected by the Defense Production Act of 
1950, including, among others, such important fields as procurement, 
allocations, priorities, price controls, fiscal controls, industry advisory 
committees, and voluntary agreements. 

It is of the utmost importance that we do not permit this period of 
accelerating mobilization to continue the trend toward concentration 
of industrial control which received so great an impetus in World War 
II by reason of the consolidation of production in a small number of 
large-scale corporations. 

While we recognize that large, diversified, and integrated concerns 
occupy an important and necessary place in our mobilization, we must 
not lose sight of the fact that our most important objective at this 
time is to broaden our production base in order that we may have 
available as producers all segments of the business community to meet 
the overwhelming demands of an all-out war, 

We can accomplish our purpose only by spreading our military pro- 
curement in such manner that all sizes of business may participate 
and by determining the capabilities of the businesses which constitute 
our existing and potential industrial capacity so that we may take 
appropriate action to insure that those businesses not now engaged in 
detense production will continue undiminished in strength until they 
are needed in a period of greater industrial mobilization. We can- 
not attain our objective without the present and future participation 
of our smaller manufacturing enterprises. 

In order that we may insure both that we shall have military sup- 
plies, when and as we need them, and that our competitive econoniy 
will continue undiminished in strength, we must utilize over-all cen- 
tral planning in the conduct of the Government procurement pro- 
gram. Central procurement planning involves the Nation-wide com- 
pilation of the essential and basic facts bearing upon all possible pro- 
ducers of the items which will be required for our defense and civilian 
supply. These facts include the location, the plant equipment, the 
manpower pools and available skills and other data related to our 
existing and potential production capacity. We must then measure 
that capacity against the requirements of Government procurement 
and the essential civilian economy, which should be determined with 
an equal degree of care. 

The ingredients of such central planning have been set forth in the 
second report of the Attorney General to the President and the Con- 
gress, submitted on April 30 of this year. The urgency to proceed 
with mobilization on the basis of central planning springs from the 
fact that we are now in a period in which military procurement is 
proceeding at the rate of approximately $5 billion per month. Un- 
less such contracting is carried out on the basis of careful procedures, 
we shall not only channel contracts into a limited number of pro- 
ducers, thus recreating the situation of World War II, but we shall 
create accompanying distortions in the grant of allocations, priorities, 
tax amortization certificates and other Government assistance which 
will prevent the delivery of defense goods in the quantity and at the 
time required and will occasion serious gaps in essential civilian 
requirements. 

Mr. Goupsrern. There is one question that occurs at this point. 
Would it be your belief that it will be essential, to any such type of 
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program as you set forth, that the agencies charged with procurement 
maintain statistical records which would clearly indicate the extent 
to which various beneficiaries of procurement actions have partici- 
pated in the procurement program ‘ 

Mr. Morison. Well, I think it is much broader than that, Mr. Gold- 
stein. I think that, to use an example—I am sure every member of 
the subcommittee here has some knowledge and understanding of 
large manufacturing concerns in their districts or in their States— 
you know the great pride we take in our industrial technology, in the 
elements of careful planning for a production year—all we say here is 
that if we are to place upon the greatest production that this country 
has ever had in its entire history, a 15 to 20, possibly 30 percent 
superimposition of defense procurement that you do it upon a careful 
evaluation of the facts, so that you know what you are doing. That 
means not only that we keep a record of the extent to which enter- 
prises have orders and the volume of their defense production, but 
it also entails an evaluation of production capacity in the entire 
country. 

If I may digress from the point a little bit, I am sure the members 
of the subcommittee know, and there is no secrecy in this, I take it—it 
is publicized in the newspapers—that our military people tell us that 
there is a great danger that our large concentrated industrial areas, 
overcrowded both populationwise and industrywise, are prime po- 
tential targets in case we get into a large-scale war. 

The sane planning of this, the military recognizes and Defense Sec- 
retary Marshall emphasized, is not to increase that concentration in 
our production pattern, but to spread it out so that we may have un- 
attractive targets, that we may have multiple lines of production 
dispersed geographically. 

That means that we must know what capacity we have. This does 
not mean that you have to subsidize ineliicient producers. On the 
contrary, it means that every device available should be used in fight- 
ing this problem with facts and with logic and with industrial plan- 
ning and the science of it; that we so divide the procurement check 
spent by the military in a way that will spread items of procurement 
and manufacture in the widest possible way. That has a lot of efficacy 
just beyond the defense item aspect I have mentioned. 

The Cuarrman. That is only one facet in the sense that geographical 
distribution might be helpful from a military standpoint so as to 
minimize destruction from bombing attack, but many of the large 
entities have individual or subsidiary plants spread throughout the 
country. 

Mr. Morison. Yes, sir. That is quite true. 

The Cratrman. Those plants, those companies, which are geo- 
graphically spread, so far as their subsidiaries are concerned, should 
be considered, of course, but not to the exclusion of some of the other 
smaller plants. 

Mr. Mortson. Not at all. I agree with you, Mr. Chairman. I think 
the important thing is to look at the facts unemotionally. At the 
present we do not have that kind of facts. We do not have them 
available. My point is that we should have those facts available and 
utilize them. 

The CHarrMan. How can we obtain those facts? To whom can our 
inquiry be addressed? Who can best inform us? Can your depart- 
ment do it? 
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Mr. Morison. I think not, Mr. Chairman. It is my own belief that 
that should be an integral part of the entire defense agency set-up. 

Mr. Keattne. Why is that not a proper function of the National 
Security Resources Board ? 

Mr. Morison. Mr. Keating, I would say not, for this reason, any 
more than if I were the president of General Motors—I would not 
want an unrelated subsidiary outfit doing my production lay-out plan- 
ning. I would think it would be a part and parcel of the job of my 
production people and my finance people. 

Mr. Keatine. Who is to correlate it? Is it the Defense Depart- 
ment ? 

Mr. Mortson. I should say that that should be a job either in the 
Office of the President or in Mr. Wilson’s office, the over-all head of 
our defense effort and our production effort. This kind of ground 
rules and planning must emanate from the top. 

It might be delegated a layer below that, since the military, pre- 
sumably, have to work their procurement within the framework of 
the Office of Defense Mobilization. And the priorities and allocation 
problems have impact on that. It would seem to me that would be 
the place where it would have to be. 

Mr. Keatine. I think you have an important point. I am trying 
to figure out whose responsibility it is. Maybe that is not my job, but 
it strikes me that if Congress is going to do anything constructive 
here they ought to point out whose responsibility it is to do such plan- 
ning and to take such steps. 

Mr. Morison. Yes, sir. I might say on that point, Mr. Keating, 
that I conceive there is no necessity for new legislation. The author- 
ity is obviously there. Organizationally it would seem to me that 
it should be at the heart of our defense agencies, which is the Office 
of Defense Mobilization. 

The Cuamman. Under section 708 (e) of the Defense Production 
Act, I think there is ample power for the Attorney General to collate 
and assemble those facts. I wonder whether or not you would be 
willing to undertake that task in your department ? 

Mr. Morison. Well, Mr. Chairman, the Antitrust Division will do 
anything it can. 

The Cuamman. Your department made two good reports which 
clearly indicate that you know whether you are going, and what the 
score is. And I wonder whether or not you could not do what Mr. 
Keating suggests. I think it is a good idea. 

Mr. Morison. Let me point out, Mr. Chairman, the difficulties I 
envision in that sort of program. From the very beginning I have 
conceived that my role in this defense program should not be that of 
a breast beater. 

In the last war, I think that a relationship of an adversary sort 
unfortunately developed. I have talked with every head of every de- 
fense agency in the Government, and I have told them what my ap- 
proach would be; that my prime objective was to see to it that we 
have what the Joint Chiefs of Staff say we must have in quality and 
in quantity and delivered at the time they say it must be delivered: 
that I ag to work with them cooperatively to the end that these very 
inatters [am speaking of could be achieved without conflict. ; 

Now the Antitrust Division is burdened with its traditional role 
which should not abate. If it were to try to assume to take over from 
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the production people the planning and the enforcement of that plan- 
ning, I think, just as a matter of organizational reference and as a 
matter of relationships, it would fail. 

I think this is the kind of thing in which the blueprint of necessity 
should be laid out in the hope that practical production people will 
understand the efficacy and the need for this kind of planning, of deal- 
ing with facts, so that their action is related to common sense for the 
good of our country. 

I have no doubt, Mr. Chairman, that such a program will evolve. 
As a matter of fact, 1 have become discouraged many times in this 
effort. My aides tell me that I should not be. I think they are right, 
because | have been in this business now for 4 months trying to im- 
press my point upon various and sundry, and strange to say it is be- 
ginning to bear some fruit. I do not think it is bearing the best kind 
of fruit, but, at least, this understanding, the recognition of the prob- 
lem I speak of, has penetrated and there are efforts in several areas in 
the defense agencies to accomplish what we propose. 

My own is that it is better for them to do it than it is for my 
little corporal’s guard to try to do it for them. 

Iam sure that human relationshipwise it will not work as well that 
way. As I told several of these gentlemen, I would like it to be known 
as the X agency’s plan, that I had no pride in authorship, I had no 
pride in anything other than seeing that this sort of common sense 
Was injected into this very important and delicate program. 

Mr. Gotpsrern. I do not want to anticipate some other portions of 
your testimony, but it seems appropriate here to mention this. We 
are talking about the expansion of production facilities. Apparently 
tied in with the expansion, the additional procurement, are the various 
phases of the fiscal program, such as the certificates. I note that in 
the act establishing the Munitions Board it is given various functions 
und duties which include the coordination of appropriate activities 
with regard to industrial matters, including procurement, production, 
and distribution, plans, and preparation of estimates of potential pro- 
duction, procurement, and evaluation of logistic feasibility of strategic 
operations, and so forth. 

The Munitions Board would then, it appears, have a certain plan- 
ning function here, but 1f we can agree that the fiscal problem, also, 
ties Into this problem. I wonder whether or not it is appropriate to 
suggest that it should be a coordinated effort to see that the planning 
is done: in other words. that it should be done on an interagency basis, 
including, say, the Munitions Board, the Antitrust Division of the 
Department of Justice, National Production Authority, and so forth, 
to see that the whole thing is centrally coordinated with all points of 
view expressed. 

Mr. Morison. Mr. Goldstein, that may be a feasible plan. While the 
very structure of the Munitions Board requires, as you suggest, that 
they do planning, they do fact-gathering—I still feel that since the 
kind of planning I am talking for touches every base of the defense 
agency set-up in the executive department, even the price administra- 
vion———- 

Ir. Stevens. Would vou say that additional legislation was neces- 
sary to authorize that kind of planning ? 

Mr. Mortson. No, sir. 

Mr. Stevens. It could be done under existing law? 
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Mr. Mortson. There is full authority for this to be done now. 

I think in view of that fact it ought to be at the top, and I think 
the first job is for all of the defense agencies to sit down and look this 
problem squarely in the face. Then, recognizing defense needs, they 
ought to set up the kind of careful fact-gathering which can be done 
and done very quickly. Then, having the data assembled, they ought 
to begin to ances it in broad, general terms by planning the distri- 
bution of defense orders in the light of all economic factors that should 
be considered. If this is done we will produce our defense needs 
promptly and prepare our industrial economy for any eventuality. 
In addition, we won't wreck our economy. 

The CHamman. Who is going to start the the ball rolling—who is 
going to start getting these agencies together to do what you say 
somebody must do ¢ 

Mr. Morison. Mr. Chairman, I do not know. I hope that it will 
be in Mr. Wilson’s office. I think that is where it should originate. I 
think that was the intent of the President in his letter to Mr. Wilson, 
which { will advert to later in my testimony. 

Mr. Keating. Has this been called to’ Mr. Wilson’s attention in 
any way that you know of ¢ 

Mr. Morison. Yes, it has. The second report of the Attorney Gen- 
eral, Mr. Keating, sets it out in broad, general terms. 

The Cuamman. Where is that—whereabouts in the report is it? 

Mr. Mortson. Mr. Chairman, on pages 4 and 5 of my remarks this 
morning | advert to it, which is later in my testimony. 

The CHarrmman,. All right. 

Mr. Gotpsrern, [I do not wish to hold you up, but [ should like to 
go back to my earlier question on unavailability of statistical data, for 
Just a moment. You spoke of the necessity for dividing up the check, 
and the subcommittee in its efforts to determine how the check was 
divided has gone to the various defense agencies, charged with pro- 
curement, and requested from them certain statistics showing how 
the check is divided up. And we found in every instance that, prior 
to our request, no such statistics were in existence; in other words, it 
would appear to us that the agencies charged with the procurement 
had no way of telling to whom they had given the contracts or pro- 
curement actions. 

1 wonder if that is an essential element which is missing from the 
planning program. 

Mr. Morison. You are quite right, Mr. Goldstein. That is true. 
And I think that without condemning anybody, we have to recognize 
the human factors in this problem. A sudden spurt for defense de- 
mands that things be built in a hurry. Obviously, when I talk about 
spreading the defense procurement base, I cannot be talking at this 
stage of the game about building tanks or guided missiles or planes 
and heavy artillery and things of that nature. The production of 
those items has to be related, unless we build new plants, to existing 
heavy industry facilities that can produce them, but it is true that 
the initial spurt for production found its way largely into the hands 
of the great industri: 7 facilities. And that has continued. There is 
no conspiracy inthis. It is human nature. 

If you were a colonel in the procurement end of the Defense Estab- 
lishment and you had a major general riding herd on you to get these 
items out, vou might well try at night to leap through directives that 
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are stacked that high to spread to small business the orders that come 
through your hands; but if you had pressure to get it delivered on 
time, ‘after a while—and not having the facilities nor the data by 
which you could speedily place orders, with the assurance that they 

would be delivered timely, with a bunch of small, widespread enter- 
prises—you probably would end up by going to one of these large 
enterprises, because you know they can “do it. 

Mr. McCuisocn. If I might interrupt right there, then is it not 
proper to conclude that there is a terrible and fearsome responsibility 
on these large prime contractors to see that there are many, many 
comparatively smal] subcontractors and suppliers ¢ 

Mr. Morison. I do not know whether it is a fearsome responsibility. 
It is a practical necessity. And they do engage in it. But there is a 
great danger in it, Mr. Congressman. And this has had to be done. 
Let me get into the context. We are not, as we were in World War 
Il, faced with a fait accompli. In World War Il Pearl Harbor had 
mobilized this country for all-out war. And the imminent threat of 
invasion was upon every lip in this country. That meant that the 
elements of careful planning, the elements of studying and saying 
“Let us keep our competitive enterprise carefully geared to do the 
maximum job, so that we will not throw away the thing we are fighting 
to defend,” could be and were abandoned. 

The great problem in World War II, as you well recall, was to build 
up, after years of depression, brick and mortar and machine tools 
which were not adequate for us to take on the enormous job. We had 
to do it overnight. 

The first channeling of our steel and our metals industry was in the 
direction of making plant facilities and machines able to produce. 
We had to do that by the shortest and most direct route. And we 
abandoned the usual controls in our philosophy of competition. We 
readily went, in the early phases, to the largest integrated corporate 
enterprise and said, “This job can only be done in a short while by you 
gentlemen,” or this company. 

We are not in that situation today. 

Mr. McCuuz.ocn. Not even with resepet to our Air Force? 

Mr. Mortson. Well, our Air Force is only one part of our program. 

Mr. MeCuni.ocn. But it is a very important part. 

Mr. Mortson. It is important. As to the Air Force procurement 
and build-up, I want to say that that in itself has always been recog- 
nized as a separate and distinct problem from the great mass of pro 
curement that is required to fight a war. And I think the same is 
true of the tank program and the guided-missile program. Those ape 
areas in which we might like to have it different. However, that kind 
of facility and capacity are not readily available on any wide basis. 
However, I might say that the plane program entails, with reference 
to parts, a wide distribution of prime contracts which can be effected 
and the production people recognize it and embrace it: but the point 
I was trying to make, Mr. Chairman, is that that is not the situation 
we have. 

We have taken the calculated and, I think, a very wise risk—I think 
it is a wise program—in which we are not going to let Russia or any 
enemy outsmart us by pulling the temple down upon us while we get 
ready to prepare for defending our country and the free world, We 
are going to have a gradual build-up of our production enterprise. We 
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are going to try to control inflation and keep our economy healthy and 
strong. 

If that is the kind of program we have and we are buying time and 
we are running the risk of buying that time which, | think, is both 
courageous and wise, because the strength of America is its productive 
capacity—Russia fears that more than any other one thing—then I say 
we have the ability, the possibility of planning our program in such 
a way that the distortions which have plagued us since the end of 
World War II will not reappear and will not make our competitive 
system so unbalanced that it will leave us in an undesirable situation ; 
but it will leave us when peace does come, as it surely will come, a 
balanced economy in which there is the very real opportunity for 
competition. 

Let me enlarge on that. I am not a wild-eyed man in this business. 
Tam very practical, I hope. At least, [think Lam. I believe so firmly 
in my country and in the opportunity I have in this country, that 
do not want to see it destroyed. 

It is perfectly clear that if we go into an indefinite period of this 
tremendous impact of build-up, and if we do not watch these factors 
to see what will happen, the largest integrated enterprises and their 
capacities will be expanded, in many cases doubled, with the taxpayers’ 
money, and when the war or the cold war or the final war ends the 
small- and medium-sized-business man is not going to be able to com- 
pete. Why? Because with great capacity and the engineering and 
production ability to make items at a lesser cost in great amount, it 
will simply mean that he has no incentive to engage in competition. 

I think that is a very real danger which we must face. I think now 
is the time and now is the opportunity. 

I think, Mr. Chairman, that many of the large business enterprises 
recognize this. I have had corporate presidents say that they do not 
want their plants and their corporations to get so enormous. One of 
our biggest problems is the size of our enterprise. 

Mr. McCuttocn. I should like to interrupt again. That is the 
very point I was trying to make. There is this terrible, fearsome 
responsibility that rests upon the shoulders of the prime contractor 
in the very manner that you have suggested, and there are those who 
are accepting that responsibility and they are trying to disseminate 
over the entire manufacturing field as much of that responsibility 
as they can. And it is my studied judgment that almost as much, if 
not entirely as much, responsibility and final action will rest upon 
those people as rests upon the Government itself, because the very 
thing that you talk about, the responsibility of the procurement of- 
fices to obtain these various items which are needed in our national, de- 
fense, will cause the prime contracts in large part to be let to the 
very large producers. 

I cannot refrain from going to the Air Force again, because we 
only have a limited number of prime contractors, and it is very likely 
that if we are to meet the goal that has been set, that not only will 
the expansion be twofold, as you mentioned, but in some cases ten- 
fold. And as I recall from a story that I read with very great interest 
yesterday, two or three or four of the largest prime contractors of 
World War IT now as a settled policy have embarked upon dissemi- 
nating parts all over the industrial field in America. Maybe you read 
the story yesterday. sitet 
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Mr. Mortson. No: I did not, sir, but that has been presented to the 
Defense Establishment. They have pressed upon them that problem. 
Of course, it is a very real practical problem. If you are engaged in 
making washing machines or something like that and you have a big 
prime contract of heavy industry type, you simply cannot, without 
stumbling over your own feet, take on the job of making every bolt 
and nut. It is a practical help to leave the shell fabrication to them, 
the heavy castings, and to call upon the supply of the subcontractors, 

I want to point out that there is another danger, Mr. Congressman, 
in that. When you take a large and important industry that has only 
periphery competition in parts, you do have that problem. Take, for 
example, the automobile industry. If you leave, without any sort of 
a philosophy or plan and helpfulness in this industrial pattern, to 
the large prime contractor the selection of his subcontractors—keep 
in mind—yvyou leave in the hands of a segment competitor, large and 
dominant in size, life or death contro] over a small or intermediate 
size company. Because if he does not get a war order, if he does not 
get a defense order, shortly he is going to be out of business as the 
impact of the cut-back on basic metals begins to go forward. 

We have been concerned as to the way subcontracts have been let 
in many cases. We think that they have made satellites, that they 
have embraced these area competitors, that they have made them sub- 
servient for an indeterminate future upon the prime contractor. I 
am not saying that you should not answer that problem in the most 
practical way for our needs. Maybe in many cases that is necessary, 
but to say that the way a dominant manufacturing concern spreads its 
subcontracts is an answer to this, I think is a short answer which does 
not take into account all of the difficulties and problems competition- 
wise that could be involved. 

Mr. McCunvocn. I did not mean to imply that that was the sole 
method. I meant to imply that there was this terrible responsibility 
on the prime contractors who ultimately should be interested in the 
competitive economy—and, indeed as interested as we who are in 
Government. 

Mr. Morison. I just want to point out the final thing I was coming to 
which is this, that lacking the kind of data that I think our Govern- 
ment should have to enable it to do planning, just what you say is 
going to occur. You give a prime contractor a tremendous order. 
What can he do? The only thing he can do is fan out. And what 
they do is probably known to you. They walk into a plant and say, 
“If you are going to stay in business you better make this part for 
us. We will put our production and finance men in here and we will 
gear this for you to go ahead.” 

But if they came to the Government in which the maximum and 
most efficient utilization of small and medium-sized producers could 
be employed, then the unplanned job that the prime contractor is en- 
gaging in of going wherever he can, sometimes competitively, to grab 
capacity in the end may result in production confusion, as it did in 
World War TI. As you will recall, the Army. because it had no 
planning, had to decontract twice during the middle of the war be- 
cause of this very thing, the pirating of subcontractors—— 

The Cuamman. T should like to clinch this particular phase of 
your statement by saying this, and you correct me if I am wrong. 
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We passed the Defense Production Act on September 8, last year, 
and under that act we provide for considerable financial relief in the 
interests of procurement and mobilization. We have let contracts for 
procurement averaging up to $5 billion a month, There have been 
many, many huge contracts with little or no efforts at subcontracting, 
little or no efforts for the dispersal of the work under prime contracts. 
And thus far there has not been in operation any over-all policy as to 
planning mobilization procurement. 

You feel, and I think the members of the subcommittee will agree, 
that it is high time that something in that regard was done. 

Mr. Mortson. That is correct. 

The Cuairman. You will address yourself in the future, if possible, 
to see how that can be done? 

Mr. Morison. Yes, sir. I have already done that. I have done 
what I call making a dry run ora test run. Many people said; “Well, 
what you say is just a nice dream, but it cannot be done.” 1 demon- 
strated with a pilot operation how it could be done and very efficiently 
and very effectively. 

I might just state this, Mr. Chairman. You will never know how 
this delights me to have your interest in this very important thing 
because I need help. 

It would be perfectly easy if we wanted to do it to ask State 
governors if they would appoint outstanding industrialists in their 
States to make a survey of that State, of its productive capacities, 
of the manpower pools and skills, with reference to railroads, and 
to document that information for the Government. I am sure that 
there is not a governor in America, concerned as he is about the im- 
pact on civilian production of cut-backs, who would not embrace and 
be delighted to embrace doing such a job. 

Besides, I might say that the Government has in its own resources 
the most recent census of American manufacturers tabulating in great 
detail basic factors which we need. 

I might say further that the public utilities have already done this. 
They do it in peacetime. They tabulate and carefully evaluate and 
keep the facts on industrial concerns, their capacities and what they 
can do in the area of public-utility service. The same is true of many 
associations, the National Association of Manufacturers and others. 
I am sure that they have a great deal of data on this. 

So the problem of getting the data in a hurry is not a hard one. 
I think it is a problem that cooperatively we could do very quickly 
with State governments and the associations. 

Mr. Bryson. The chambers of commerce and others? 

Mr. Morison. They have done it on community levels. ‘They are 
very anxious to know how we can keep the small enterprises from 
disintegrating. 

We know that once they are shut down by the unplanned impact 
of metal and other priorities in cut-backs we are going to lose our 
skilled employees. They are going to go to the cities where defense 
orders are and where higher wages are available and you are going 
to denude a lot of communities. 

Do not forget another problem, the problem that came out in World 
War II, this is, the tremendous social problem that is created by 
concentrating people in large, crowded, industrial areas, a problem 
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that affects the efficiency of production. And your manpower people 
must wrestle with that problem today. 

While we have the time to plan, let us avoid that as best we can. 
I think you can relate what I say to your own districts and see exactly 
what I mean. 

The Cuamran. Let us go on with your statement. 

Mr. Mortson. If we do not plan our procurement carefully and 
wisely, the mobilization period in which we are now engaged may 
spell the end of many of the small businesses of the Nation. We are 
involved in a military build-up which will continue for a period of 
time which we cannot now define. Each passing year will take a 
heavier toll of these small-business concerns unless those who are 
charged with mobilization responsibilities take affirmative action to 
preserve them through the medium of over-all central procurement 
planning. 

Through legislation and statements of executive policy, we have 
laid the groundwork for the planning of procurement. Thus, in 
enacting the Defense Production Act of 1950, Congress declared its 
intention that mobilization should go forward “within the frame- 
work, so far as practicable, of the American system of competitive 
enterprise.” Elsewhere in the cat, Congress provided that small busi- 
ness should be consulted in the promulgation of regulations, that it 
should be encouraged to make the greatest possible contribution to 
mobilization, and that the Attorney General should conduct surveys 
for the purpose of determining facts which may tend to eliminate 
competition, create or strengthen monopolies, injure small business, 
or otherwise promote undue concentration of economic power in the 
course of the administration of the act, and make reports based on such 
surveys. 

Mr. Srevens. While vou are discussing the act, I notice that sec- 
tion 710 (d) specifically refers to the utilization of services of Fed- 
eral, State, and local agencies, and so forth. 

Mr. Morison. That is right. 

Mr. Srevens. That would authorize the type of use of State agen- 
cies that you referred to previously ¢ 

Mr. Mortson. Yes, sir. 

The Cuamman. What you have just referred to, Mr. Morison, was 
put into the act at the instance and at the demand of this committee; 
that is, the Judiciary Committee. 

Mr. Mortson. If I had my hat on, I would take it off to the com- 
mittee. It was a very wise provision. 

The Cuarrman. That gives you a pretty broad authority to make 
these surveys. 

Mr. Morison. Yes, it does, sir. I might point out that you have 
given us the one really impelling head of steam that is effective and, 
that is, that these agencies know that we have an obligation and a 
perfect freedom in reporting to Congress how we view this scene as 
it goes forward, and knowing that my currency is a lot stronger than 
it might otherwise be, I might say. I am grateful to the committee 
for having put that provision in the act. 

The President is equally aware of the problems of concentration 
involved in our defense effort. On September 28, 1950, he issued 
a directive to all agencies of the Government having responsibilities 
under the Defense Production Act. In this, he emphasized certain 
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dangers to our competitive system involved in the defense effort 
and to avoid them stated that: 

* * * it is requested that * * * you consult with the Attorney Gen- 
eral and the Chairman of the Federal Trade Commission for the purpose of 
determining and, to the extent consistent with the principal objectives of the 
act * * * of eliminating any factors which may tend to suppress competi- 
tion unduly, create or strengthen monopolies, injure small business, or other- 
wise promote undue concentration of economic power. 

The Cnarrman. Was that directive followed ? 

Mr. Morison. Mr. Chairman, that is a hard question for me to 
answer. Certainly I think there has been no hesitancy for consulta- 
tion. This program has to be run by men, men who begin to under- 
stand and learn as they go forward and many times we have had to 
ask for the kind of consultative relationship that this calls for. It 
has improved a lot in 3 months, but I think a lot remains to be desired. 
I think, for instance, it is very important that the defense agencies 
recognize the congressional obligation upon them to consult and that 
they institute their consultative arrangements before the act, not after 
the act. 

Mr. Srevens. Did I understand you to say that in most cases you 
had instituted the consultations ¢ 

Mr. Morison. No, sir; I said in a great many cases we had taken 
the liberty of doing that. 

The Cuatrman. Did the officers having responsibilities under the 
Defense Production Act consult you’ It says it is requested that it 
be done. I presume that the defense mobilization head is directed to 
consult with the Attorney General and the Chairman of the Federal 
Trade Commission to prevent injury to small business and to prevent 
the creation of monopolies, et cetera. 

Mr. Morison. In many cases they did not. 

The Cuamman. What do you mean, they only consult you after 
the act? 

Mr. Mortson. I mean under the impact of their particular prob- 
lems, in the various segments of the defense effort with which the 
heads of agencies were concerned, they had virtually inaugurated a 
program before they came to us for consultation. That is not true 
in the case of velanters arrangements because there it cannot be put 
into effect until it has the imprimatur of the Attorney General and of 
the Federal Trade Commission. I mean, there are many, many pro- 
grams in which I think because of an ignorance of the intent here, 
or a preoccupation with the problems that confronted them, their 
consultation came after they had pretty well crystallized a program, 
so it made it more difficult for us to say, “Now, look, this plan has 
certain very bad dangers in the area of monopoly and in the area of 
suppressing competition and injuring small business.” 

That has improved considerably because now they recognize that 
in order to work administratively, and to work smoothly for the 
benefit of all, they had better have their talks in the genesis stage and 
not wait until they have gone through long hearings. 

The Cuatrman. You have a very fine liaison with your predecessor, 
with the General C mye for the Office of Defense Mobilization. 

Mr. Morison. Yes: it is a very helpful relationship that Herb is 
General Counsel for the Office of Defense Mobilization. 
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In the Attorney General’s first report to the President and the Con- 
gress, submitted on December 7, 1950, pursuant to section 708 (e) of 
the act, he pointed out certain dangers to the economy inherent in 
defense mobilization. The President, in transmitting copies of the 
report to the various interested agencies of the Government said in 
part: 

“While our paramount goal must be to strengthen the national 
defense both rapidly and effectively, we have also a responsibility to 
protect and preserve competitive enterprise in the structure of our 
economy. 

Mr. Kearine. This improvement in the attitude of the defense agen- 
cies in coming to the Attorney General prior to action rather than 
subsequent to action, has that taken place since May 4 / 

Mr. Morison. No, sir. I think a much better relationship, Mr. 
Keating, has been evidenced, oh, as early as April. I might say that 
as I came in to take office as head of the Antitrust Division T had 
been eciunled with other duties and did not actually get into har- 
ness until about February. I made it my first job to call on every 
official in the defense agencies from General Marshall on down, and 
I have followed that up by having my staff establish reationships with 
the counsel of these various segments. 

Mr. Kearine. But the intiative in that regard was taken by you and 
not by the defense agency / 

Mr. Mortson. I think that was proper. I think that is my job. 

Mr. Kearinc. I am not criticizing. In fact, I am commending 
you for that action, but here we have a directive of the President dated 
September 28, 1950, followed by a report of the Attorney General] 
which was transmitted to the defense agencies shortly after Decem- 
ber 7, 1950, and a second transmittal of a further report on May 4, 
and while T have heard negative testimony to the effect that in many 
instances the defense agencies did not follow out the directive, I have 
not vet heard—there may be cases—of affirmative instances where they 
have followed the directives. 

Mr. Mortson. In order to clarify the picture, I think I ought to 
give you some examples. In the first place, I think one of the diffieul- 
ties was in a failure to understand what required consultation. The 
major instances where consultation was ootained were when counsel, 
new to the job, without too much experience, knew that this was the 
tvpe of a program, we will say, that the Attorney General had to 
go over. What we have done by our process of contact with these 
agencies is that we have enlarged their understanding of the kind of 
thing that requires consultation in our best judgment. That has 
broken up this log jam where we had very little consultation until it 
isa lot better. I do not mean to say, Mr. Congressman, that the con- 
sultation itself has always worked out the way we would like it. 

We have had a process of hard education to make them realize the 
scope of what we conceive our authority and responsibility to be, but 
that again takes a lot of work, and it depends upon the relationship 
between men. It is a lot easier this time, Mr. Chairman, and Mr. 
Congressman, in <a areas of the defense effort. I think Mr. Lovett 
made a very cogent remark one day when he said, “I think we have 
a secret weapon. The secret weapon is that in large areas of the de- 
fense set-up men who worked together in World War TT are back in 
harness and it makes it a lot easier.” 
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I find, for instance, that that is true. I served a year and 2 months 
with Mr. John Lord O'Brian at the War Production Board in World 
War II, and a great many of the men who worked with me there are 
in important positions in the Defense Establishment. That has made 
jt a lot easier for this process of getting together. I will give you 
some examples. 

A great and continuing problem that has concerned us has been the 
so-called integrating committee which the Defense Department had 
in the beginning intended to launch on a very wide scale. An integrat- 
ing committee is an anathema to us for this reason. It entails a plan 
by which we will take, for instance, a carburetor, and let us assume 
that the Defense Establishment decides that it has to have 3 or 4 mil- 
lion carburetors of a certain design. They ask the principal members 
of the carburetor industry to come together. The industry says, “Now 
you let us take this over and we will run it. For each producer of 
civilian carburetors that we are in competition with, we will specify 
the part of the final assembly that he will make, and we will control 
that, and we will guarantee that you will have the carburetors when 
you need them.” 

That isa very bad thing to embark upon unless you show the urgency 
of national defense requires it, because it is the most direct way I can 
think of by which you let dominant people in an industry absolutely 
control it, not only for the present time, but possibly for the future. 
As a result of our consultation their understanding of why we op- 
posed this permeated, and T might say that the low of nppraatione 
for approval of integrating committees suddenly dropped off it 
trickle and we have approved them in only a small number of cases. 

The manufacture of fire-control appar: atus is a very difficult job, 
and only very few people can engage in it. There was one that we 
felt had made a good case, and we approved it under conditions where 
we do our best to see that competitive factors are preserved and not 
just thrown overboard. 

That process has become a lot better than it was in the beginning. 

We keep playing the field, working the field. Our hope is that even 
a better relationship will result in the way of consultation. 

I think a lot of it depends upon my diligence, but that is all, because 
that isa part of my job. 

Mr. Stevens. Do you think, in view of your statement that you en- 
larged the understanding of the other agencies as to the need for this 
7 * of consultation, that the directive of Se ptember 28 was unclear / 

Morison. No, sir; Ido not. It is merely a process. These men 
oby iously are preoccupied with the impact of events of tremendous 
importance. I do not think they have the time. I mean, put your- 
self in their shoes. Why should I go running to the Attorney Gen- 
eral on this¢ My problem i is this immediate ‘thing. This process of 
education has broadened it and made it much more useful. 

The production policy of the Director of Defense Mobilization 
provides that the fulfillment of the immediate demands for military 
end-items and the assurance of production lines which will sustain a 
greater output in the event of war will require a spread of contracts 
across industry as widely as possible in order to obtain a sufficiently 
broad base of production. The report of the Director of Defense 
Mobilization to the President, entitled “Building America’s Might.” 
points out that over 90 percent of all American businesses are small 
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and that the success of our mobilization program requires efficient 
use of the facilities and resources of those businesses. 

It is clear, therefore, that the Congress and the executive depart- 
ment have erected the framework for a procurement program which 
will both build our military strength and preserve the health of our 
economy. We must all be everlastingly watchful that procurement 
is carried on within that framework and that those charged with pur- 
chasing our supplies do the necessary planning to insure the widest 
possible participation in our defense effort. 

Subsequent to the enactment of the Defense Production Act of 1950, 
the Department of Justice wrote to agencies charged with defense 
responsibilities to set forth certain basic requirements which should 
be met in order to minimize the possibility of violation of the anti- 
trust laws in the utilization of business advisory committees. These 
minimum requirements are: 

Mr. Stevens. I think it would be well if that letter was read. I 
wonder if you would mind doing so. It is not very long. 

Mr. Morison. This letter was sent to the following departments and 
agencies by the Deputy Attorney General: Secretary of Commerce ; 
Chairman, National Security Resources Board; Secretary of the In- 
terior; Secretary of Agriculture; Secretary of Defense; Secretary of 
the Army; Secretary of the Navy; Secretary of the Air Force; Secre- 
tary of Labor; Chairman, Board of Governors, Federal Reserve Sys- 

Nae : ; : : 
tem; Chairman, Board of Directors, Reconstruction Finance Corpora- 
tion; Administrator, Housing and Home Finance Agency ; Chairman, 
Interstate Commerce Commission; Administrator, General Services 
Administration; Administrator, Economic Stabilization Agency; and 
Chairman, Atomic Energy Commission. The letter is dated October 
19, 1950, and I quote it as follows: 
ExHIpir No. 8 

My Dear Mr. Secretary: In several instances various Government depart- 
ments have requested the views of the Department of Justice with respect to 
whether participation by members of an industry in the activities of industry 
advisory committees would be considered a violation of the antitrust laws. In 
view of the recent increase in the number of such requests, it is felt that a 
statement of the Department's position in this regard might be helpful. 

As a general matter we are of the view that the decision as to the necessity 
for the formation of industry committees to advise a Government depart- 
ment, and the responsibility for their formation, rests with the specific depart- 
ment. However, in organizing such committees, there are certain requirements 
which should be met in order to minimize the possibility of violation of the 
antitrust laws. Briefly stated these requirements are: 

(1) There must be statutory authority for the employment of such commit- 
tees or there must be an administrative finding that it is necessary to utilize such 
committees to perform certain statutory duties. 

(2) The agenda for such committees and their meetings must be initiated and 
formulated by the Government. 

(3) The meetings to be held must be at the call of and under the chairman- 
ship of full-time Government officials. 

(4) Full and complete minutes of each meeting must be kept. 

(5) The functions of such committees must be purely advisory and any) 
determinations of action to be taken must be made solely by Government rep 
resentatives. 

So long as the activities of industry advisory committees are carried on 
within these limitations, we would not view the activities as constituting an 
independent violation of the antitrust laws. We wish to emphasize, however, 
and it should be made clear to participants in such activities, that the Depart- 
ment of Justice retains complete freedom to institute proceedings, either civil 
or criminal, or both, in the event that any particular plan or course of action 
is used to accomplish unlawful private ends. Further, this Department re- 
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tains full freedom to institute civil actions to enjoin continuance of any acts 
or practices found not to be in the public interest and persisted in after notice 
to desist. 
Yours sincerely, 
Peyton Foro, Deputy Attorney General. 

The Cuairman. That is the very kernel of this whole proposition. 

Mr. Morison. It is. ee 

The Cuamman, Are you willing to state that the directive issued 
by you concerning the operation of these business advisory commit- 
tees has in the main been adhered to? 

Mr. Morison. I am not, Mr. Chairman, because we discovered 
violations of these basic principles occur in two ways: One, is the 
consultive program that I am talking about. In some instances we 
have had very good results by the agency coming to us and spelling 
out its problems, where they find deviation from the letter and the 
spirit of these objectives. byte 

The Cuamman. Have the administrative findings been made as a 
necessary prerequisite to the setting up of advisory committees? Has 
that directive been followed ¢ 

Mr, Morison. It has not, sir. 

The Cuatmrman. Do you find that agenda have been prepared and 
initiated and formulated by Government officials ? 

Mr. Mortson. We have found violations of that, too, Mr. Chair- 
man. 

The Cuarmman. And have the meetings always been held at the 
call of the chairman, which chairman is a full-time Government 
official ? 

Mr. Mortson. No, sir. 

The Cuatmman. Have full and complete minutes been kept ? 

Mr. Morison. I am speaking of the broad thing now. No, sir, there 
have been instances in which they have not. 

The Ciatrman. And do you also require that where there is a task 
force or subcommittee going outside of Washington minutes must be 
kept of the operations of that task force ? 

Mr. Morison. Not only that, but that they be chairmaned by a full- 
time Government employee. 

The Carman. And have the directives in that regard been gen- 
erally followed 4 

Mr. Mortson. I have found violations of that, too, sir. I might say 
right there, Mr. Chairman, that I think it would be interesting to the 
subcommittee to mention this. It is strange to find the way these 
things work out. Weare not going to be cops on the beat and snoopers, 
and that sort of thing. We insist that we should work cooperatively 
for a common end, but it has been the objections of men from industry 
who have, through their companies, had occasion to have a brush with 
antitrust possibly, who refused to go along on some of these plans by 
saying, “No, this violates the rules set out and I do not want to involve 
myself or possibly my company in a violation of the basic principle 
announced here.” 

The Cuamman. Do you also have a directive that the meetings of 

the advisory committee must be held in Washington ? 
_ Mr. Morison. We have in our conferences with representatives 
insisted that that beso, Mr. Chairman, unless they could make out a 
case so urgently and practically necessary for it to be held outside of 
Washington. 
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The Cuatrrman. Have there been cases of meetings held outside of 
Washington without your knowledge and consent ¢ 

Mr. Morison. Yes, sir. 

The Cuatrman. You have prescribed also that the functions of the 
committee must be advisory ¢ 

Mr. Morison. That is right, sir. 

The Cuamman. And do you find that question of policy are deter 
mined by the committee on occasion ¢ 

Mr. Morison. Mr. Chairman, we do not know those things of our 
own knowledge, but we have had complaints from members of com- 
mittees who are new to the advisory technique, who were not serving 
on industry committees in World War II, where these very principles 
were in effect and made abundantly clear and policed by the legal 
establishment of the War Production Board—in many cases we have 
heard that these people have departed from what I would consider 
or what was intended to be considered as purely advisory functions. 

The Craiman. Have you any specific illustrations of that? 

Mr. Mortson. No: I do not, sir. 

The Cuatrrman. The staff of the subcommittee, I think, have made 
some checks on that and we will put in the record subsequently some 
very glaring departures from not only the letter and the spirit of 
your directives in that regard on questions of policy that have been 
initiated and carried out by business advisory councils when they 
should be limited to advisory opinion only. 

Mr. Hitiines. Could you give us examples of committees in this 
advisory field which might be functioning very well and making a 
very important contribution ? 

Mr. Mortson. I have no specific examples of either, Mr. Congress- 
man. The complaints that come to us obviously are hearsay, many 
of them without defining the particular committee involved or what 
happened. I suppose because of the very nature of the business we 
are in. We would not have them spelling it out chapter and verse. 

Mr. Hiniines. Are they members of these advisory committees / 

Mr. Morison. I might say I assume there are a great many advisory 
committees, particularly those staffed by men who served in World 
War IT and who understand the relationship, that do not try to invade 
and go beyond it and are doing magnificent jobs. There is no question 
about that. [might go furtherthanthat. I think it is perfectly clear 
that the Government would assume an almost insurmountable burden 
and one that it should not assume in the public interest if it did not 
utilize its business skills and know-how. I think it is a great contribu- 
tion and there is no question about it. 

The Cnairman. I think we should take it for granted that the 
business advisory committees have hewed to the line and we are only 
interested in those cases where they have not. I think it is fair to 
assume that; do you not think so? 

Mr. Hit.ines. There is one other question by way of information. 
Are the members of these advisory committees given travel allowances 
by the Government if they travel into Washington for the meetings, 
or is that done at their own expense. 

Mr. Morison. That varies in some cases. I might say this, that 
some of the agencies do provide travel allowances for their industry 
committees and others do not. I might say this, however, from my 
experience in World War II, that most of the business advisory com- 
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mittee people did not want to have travel allowances from the Govern- 
ment because they were compensated by their own concerns. They 
did not need it, and most of them were delighted because of their ability 
to participate in the problems involving their industry. There is no 
question that it is of benefit to the companies they serve and to them- 
selves. 

The CuarrmMan. I think the subsequent portions of your statement 
answer a lot of these questions. Suppose we go along. 

Mr. Hintines. I have just one more question that I want to ask. 
I did not get a chance to do so a minute ago: Do you think the idea 
of the Small Defense Plants Corporation that has been presented to 
the Banking and Currency Committee of this body, which is, of 
course, considering the Defense Production Act of 1951, would help. 
To meet the problem that these prime contracts have given rise to 
and that you have been discussing ¢ 

Mr. Morison. No, sir: I do not. 1 will tell you why. Going back 
again to the problem that L addressed myself to, of the necessity for 
central procurement planning, I think the problem of utilization 
of capacity and know-how and its spread should not be segmentized 
into a special ageney to deal with it, because the plant happens to 
be small in size. I think the concept is wrong. ‘The experience from 
World War IL is such as to prove that. 

Mr. John Hollands did a magnificent job of beating his head 
against the wall, and | think he did more than any other man in the 
business could have done. But so far as his ability to do what T think 
is essential for the protection of our country in building up that sort 
of a program is concerned, to my way of thinking it would simply 
mean that you would treat with this segment of the business com- 
munity after it had been knocked Out, rather than considering it as 
I think you must as a part and parcel of the whale productice capacity 
of the Nation. 

True it is that to implement the kind of thing I am talking about 
takes a lot more hands and it takes a lot of planning, but we have 
able assistants to do that. States are interested in it. Communities 
are interested. 

We don’t want the kind of thing that gives charity to the widow 
after the mortgage has been foreclosed, if you know What IT mean. 
I think the concept is wrong. 

There is no reason for it in our procurement planning. Let me 
give you an example. There is a test case that illustrates what can 
we «one. 

The Navy had a barge program. They had to get, we will say, 
400 barges. They made a survey to find out where all barge building 
capacity was located, both the east coast, the Gulf coast, and the west 
coast. They then so scheduled their contracts that no one company 
could get the whole order, and I mean by that, a large company even 
with, say, half of its ways in the process of building other ships 
might well have taken the whole order if the contract duration was 
long enough for it to schedule it behind current production. The 
contracts were cut up so that no One company got a disproportionate 
amount, 

In addition to that, they were placed geographically so that the 
west coast did not get it all, the east coast did not get it all, and the 
Gulf coast did not get it all. That resulted in almost two-thirds of the 
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barge building capacity being utilized. It resulted in the delivery 
of those barges a month ahead of schedule. 

The large, small, and intermediate sized ways were all utilized 
and all participated. 

That gives you an example that if you get the facts and if you plan 
you ean do this and do it efficiently and in the interests of the Govern- 
ment, in many cases, with greater economy. 

Mr. Stevens. If I may interrupt you there. I would like to return 
for a few minutes to this letter of October 19. Would you say that 
that letter has the force of a promulgated regulation ¢ 

Mr. Morison. Yes, sir; I would say so. 

Mr. Svevens. You would treat it as a regulation promulgated in 
accordance with what authority ¢ 

Mr. Morison. With the Defense Production Act. 

Mr. Srevens. Does it give you authority to promulgate such a 
regulation ¢ 

Mr. Morison. Yes, sir; we think it does, both under the provisions 
requiring consultation and other provisions of the act. It is a neces- 
sary part and parcel. 

Mr. Stevens. The point I am not entirely clear on is this. If the 
members of industry advisory committees follow the five points which 
vou lay out in the letter, as I understand the last portion of the letter 
it would not necessarily mean that they were immune from prosecu- 
tions; is that correct ? 

Mr. Morison. No, sir, any more than any sort of a situation where 
you say to a doctor, “Look, you are permitted to use narcotics in the 
hospital, but if you get outside and start peddling them around to 
dope addicts, you are violating the law.” 

I might say that this letter is a thing that, of course, business in- 
sisted upon. They wanted to know, as they did in World War IL. 
They say, “What are the proper rules and regulations under which 
we can give to our Government advice that it asks for? We know 
by the very nature of things, since you are asking our competitors to 
join with us in sitting down about our industry, that that is the sort 
of thing which traditionally has resulted in discussion and agreements 
involving competition, and we want to avoid that.” 

And these are the regulations that we have promulgated. They are 
no broader than those employed in World War IL. And we consider 
them, I might say, minimum regulations. 

Mr. Srevens. I just want to get it clear, if these points were follow- 
ed. it does not necessarily mean that the person will be protected ¢ 

Mr. Morison. Let me give you an example. Suppose a person with 
an illegal design uses the industry advisory committee as an instru- 
ment by which he embarks with competitors on something designed 
to monopolize a market, to suppress competition. Obviously, you 
would not say that because he was asked to advise his Government 
and give advice that that would insulate him from violations of law. 

Mr. Stevens. Of course, the words you use are subject to many in- 
terpretations, but if, for example, a man should try to get a larger 
allocation for his company by the use of an industry advisory com- 
mittee 





Mr. Mortson. Of course, that would be an improper use of the 
advisory committee, anyway. That is not advice. 
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Mr. Stevens. If in his participation he would recommend an order 
of a type which would allow larger allocations to his particular com- 
pany as well as to others similar rly situated, how about that ¢ 

Mr. Morison. That would be a clear violation of advisory committee 
function, anyway. I think any committee that went into the question 
of discussing allocations would, certainly, go beyond advice as to 
what a particular company has. That is a decision essentialy to be 
made by Government after it has advice about the whole industry, as 
to how you do things, how best to do things—those are matters that 
an advisory committee can discuss and give advice on. 

I think any Government chairman, if ‘somebody on the committee 
would get up and say, “Well now, T want to discuss how we are going 
to divide this pie up.” [think he would say, “The meeting is adjourned ; 
that is not advice.” 

Mr. Srevens. I did not select a very good example. Assuming that 
the agenda was something which would be of importance to the mem- 
bers of the advisory committee in their individual capacities, as well 
as in their capacities of being interested in the public welfare, the 
mere fact that a member in discussing price fixing or allocation, what- 
ever was properly on the agenda—of course, it should be properly on 
the agenda—if a member of the committee should recommend a course 
of action which would inure to the benefit of his company, I do not 
understand you to say that that would necessarily be unlawful ? 

Mr. Mortson. Again, the question is so general that. T cannot very 
well answer you. Certainly, it is true in the process of giving advice, 
if | were a member of an industry advisory committee, I would be 
leaning over backward. I would not want to be talking about anything 
which all of my competitors would know would be of direct benefit 
tome. I would not be in the business of making a recommendation. 
I would leave that to others. Still, I do not mean to say that matters 
will not come up, obviously, in an industry advisory committee which 
are such that in advising you have to talk about the industry, and you 
have to talk from the knowledge of your own company. I think 
that none of these industry advisory members have any doubt about 
their ability and the propriety of their doing that. 

It is the things that go beyond that that, obviously, have to be re- 
served. 

Mr. Srevens. I just wanted to be clear. There are two phases to 
this. First,even though there is comphance with these points it would 
be possible that there would be a violation. I think you have answered 
that in the affirmative. 

Mr. Mortson, That is right, if they go beyond it. 

Mr. Srevens. And, secondly, is the reverse true that if they did not 
comply with these five points, would there be a substantial danger 
of violation of the antitrust laws ¢ 

Mr. Morison. I would think so. We could take this one by one 
and pretty well see what would obtain, 

The Cuatmman. The Chair wishes to state that we have many ques- 
tions to ask you, Mr. Morison. I think it might be well for you to 
finish the statement and then we will ask the questions. 

Mr. Srevens. I have two or three questions relating to the conduct 
of industry advisory committees that are pertinent right at this point. 
I think it would be helpful to bring them out now. 
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The Cuaimman. All right, but after those questions I would like 
Mr. Morison to finish his statement. We may have to come back this 
afternoon under the circumstances. We do want to finish with Mr. 
Morison today. Tomorrow we have scheduled Mr. Small, Chairman 
of the Munitions Board, and he finds it very difficult to appear on any 
other date. Iam anxious to finish Mr. Morison’s testimony today. So 
I am going to ask, if possible, Mr. Morison, if you could help us by 
making your answers a little less argumentative, ina way, and thereby 
shorter. 

Mr. Mortson. Excuse me. IT am in the unfortunate position of 
being too full of my subject and, probably, too much of an advocate, 
for which I ask the subecommittee’s forgiveness. 

Mr. Srevens. I will try to be as brief as Lcan. There are two or 
three things I wish to bring out with respect to the rules which have 
been promulgated by the National Production Authority to see the 
extent to which they conform to your suggestions. That is my 
objective. 

In the first place, I noticed in the rules which were promulgated by 
the National Production Authority, I believe on January LO, 1951, 
and this document bears National Production Authority, No. 14s, 
it is stated, among other things, in describing the purposes of pro 
mulgating the rules that one of the purposes is “to assure to industry 
protection from prosecution under the antitrust laws under the rules 
promulgated by the Attorney General.” In the first place, as I 
understood what you have already said, you would regard your letter 
as having the effect of a rule promulgated by the Attorney General. 

Mr. Mortson. There have been new rules issued. We were never 
consulted on those rules, as I told you. I did not get into it until 
February. I do not believe even the new rules have been issued vet, 
but they are in the process of being promulgated. I think there is 
no question about it, that the defense agency that gets in the busi- 
ness of asking industry people to come and serve their Government 
owes an obligation to those people in the way in which those meet- 
ings are conducted to keep it within the framework of the October 
letter. 

I would think it would be a terrible thing if by inattention or fail- 
ure to understand or to consult with us or to get these details they 
should unwittingly subject them to even the possibility of inquiry, 
because, certainly, we do not want to harass honest people who are 
trying todoa job for the Government. 

Mr. Stevens. Do you feel that the rules should be carefully limited ? 

Mr. Morison. I think it is a matter of obligation to these men. 

Mr. Srevens. Referring specifically to the five points in your letter 
[ notice that the first is that there must be statutory authority, 
or an administrative finding, for the use of in an industry advisory 
group. Would you think it is correct construction of the Defense 
Production Act to say that it authorizes voluntary groups in only 
two situations, one pursuant to approval of the President after con- 
sultation with you, that is, the volunary program, or, secondly, just 
industry advisory committees in general, and anything that falls into 
the second category must fit the requirements which “all must meet ? 

Mr. Morison. I would not know how to answer that. In general, 
those problems that we have considered thus far have gener ally fallen 
into one or the other. There is a great danger in simplifying that. 
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Mr. Srevens. Perhaps I can shorten it. The requirements which 
you spell out in your letter, the letter of Mr. Ford of October 19, they 
would apply to any industry group meeting for advisory purposes, 
would they not ¢ 

Mr. Mortson. Provided it is advisory. 

Mr. Srevens. Yes, sir: I understand, but unless you have a volun- 
tary program, which I mean to leave out for the moment, you would 
have to meet your requirements in all cases. If the National Pro- 
duction Authority, and I shall not go into detail of the regulation 
should provide a regulation setting up a third category which might 
be called a task group or some other name which was allowed greater 
latitude than was permitted in your requirements here, would you 
say that that type of a regulation was improper / 

Mr. Morison. Yes. And we have so advised them. 

Mr. Srevens. Because of the absence of statutory authority / 

Mr. Morison. Well, not only statutory authority, but the very ele- 
ments of real and not just imagined abuse of the function of utilizing 
industry's private know-how in the operation of the Government's 
program. We are not without some history on the use of task forces 
from World War Il. I can conceive of how so-called task forces 
it is a very bad name—can be utilized in the public interest. Those 
are things we certainly would concede would have to be dealt with 
specially without the framework of the operating rules, and the kind 
of thing where the department ought to sit down with the agency 
affected and spell out the kind of protection for the particular situa- 
tion required. Otherwise, if you get wide open, the possibilities of 
abuse are very great, 

Mr. Srevens. Thank you. Then as to the second requirement that 
the agenda for the meetings should be initiated and formulated by 
the Government would you consider this, which is a part of the Na- 
tional Production Authority document which IT mentioned before, a 
comphance with that part of your so-called rules? In section 3.035 
it states that meetings may be proposed by members—*a meeting of 
an industry advisory committee may be proposed by any three of its 
members. Such proposal should be addressed to the office of the in- 
dustry advisory committee.” Would you regard that as in accord 
with the spirit of your statement that the meeting should be initiated 
by the Government official / 

Mr. Morison. No, sir; I think that isa violation and we have pointed 
that out to them. All of the provisions that you are speaking about 
we have consulted with them about and very understandingly, be- 
cause John Holland, the general counsel, was an old pal of mine on 
the legal staff of WPB, and we both understand the dimensions of 
our problem. 

The Cuamman. Have there been any complaints addressed to you 
or the Department of Justice concerning the rules that you have pro- 
mulgated which are applicable to the meetings of groups of industry 
representatives / 

Mr. Mortsoxn. Complaints! Yes; there have been some, sir. 

The Cuamman. Have you considered those complaints with a view 
to changing any of the regulations? 

Mr. Morison. We have, sir. As a matter of fact, as I say, we do 
not conceive that we can discharge our responsibility in the way that 
would best serve this whole defense effort by being cops on the beat. 
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We cannot tell these agencies how to run their business if we believe 
the only thing we can do—— 

The Cuamman. Have you been receptive to those suggestions and 
have you embodied them in the regulations 4 

Mr. Mortson. Some of them have been. We are still battling o 
some, Mr. Chairman. 

Mr. Srevens. I think I can do this very briefly. Your othe: 
thought in the second point is that the agenda is to be formulated by 
the Government official in addition to having the meetings called by 
the Government. Would you construe that requirement as meaning 
that there should not be a discussion at the meeting of any subject 
other than that contained on the agenda / 

Mr. Morison. I do, sir. 

Mr. Srevens. And then you would be of the opinion that the fol 
lowing requirement would not be in accord with that suggestion and 
I quote: 

An industry advisory committee may discuss any subject pertinent to the 
defense program and to the industry involved at a meeting duly called in accord 
ance With this order and presided over by a Government presiding officer. 

Mr. Mortson. That is right in the new regulations which have not 
been issued, you will see that that provision is out, 

Mr. Srevens. Then I should like to ask two other questions. You 
also require full and complete minutes of the meeting. Would this 
be in accord with that’ “Minutes may be a summary of important 
matters discussed at the meeting and need not be a full stenographic 
record /” 

Mr. Morison. That has been eliminated. 

Mr. Srevens. That would not be adequate / 

Mr. Mortson. No, sir. 

Mr. Srevens. And then, finally—— 

Mr. Morison. | might Say right there, the Inception of the obje: 
tion to that came from the industry members. They wanted a full, 
complete discussion in the minutes and they are perfectly right in 
having it. 

Mr. Srevens. And then the closing paragraph of the letter of 
October 19, as you stressed before, states that it should be made clear 
to participants in such activities that the Department of Justice re- 
tains complete freedom to institute proceedings either civil or criminal 
or both, and then it goes on. 

Would you think it highly important that the regulations issued 
by the National Production Authority and the other groups require 
that such notice be given to the members of the industry advisory 
groups ¢ 

Mr. Mortson. Yes, sir; I think so. The procedure we had in World 
War IT was that when a committee was formed a member of the legai 
staff took it upon himself to explam and answer questions about this 
whole pre hlem. so that there would be no doubt about it. 

Mr. Srevens. Then just one final question. I take it, on the basis 
of what you have said before, that you would think it would be unde- 
sirable for an agency to issue regulations which are less stringent 
than the points covered in your letter and at the same time to indi- 
cate that there is absolute protection from antitrust prosecution if 
these points that they contain in their regulations are followed ? 
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Mr. Mortson. Ido,sir. I certainly do and have so indicated. 

The Cuamman. Please go ahead. 

Mr. Morison. This letter was sent forward on October 19, 1950, to 
virtually all of the agencies concerned, and shortly thereafter to the 
others. 

Since passage of the Defense Production Act, the Department of 
Justice, through the Antitrust Division, has observed closely the 
manner in which industry advisory committee activities have been 
carried on by agencies charged with defense responsibilities. A pri- 
mary activity of this Department, in that connection, has been to 
confer with the various defense agencies in the course of the prepara- 
tion of regulations governing the creation and conduct of such 
committees. This Department has been concerned that such regula- 
tions should conform to the standards formulated by us and that 
they should insure that the provisions of the act bearing upon a fair 
representation should be incorporated into their regulations, 

The Defense Production Act, in authorizing business advisory com- 
mittees, provides at section 701 (b) (ii) that in the formation of such 
committees there shall be fair representation for independent small, 
for medium, and for large business enterprises, for different geograph- 
ical areas, for trade association members and nonmembers, and for 
different segments of the industry. 

In addition, the Nntitrust Division has conferred with the defense 
agencies in connection with problems which have arisen in the opera- 
tion of the committee system under the act. Many requests for ad- 
vice on this subject of advisory committees have been received. These 
requests have increased as the business advisory committee program 
has expanded in scope with acceleration of defense activities. 

It is neither the function of the Department of Justice nor is it 
within its capacity to police industry advisory committee meetings or 
to act as “the cop on the beat.” There are thousands of such com- 
mittees in existence and a large number of committee meetings are 
held each business day. 

The CHatrmMan. You say there are thousands? 

Mr. Mortson. There were some five thousand or more in the last 
war, Mr. Chairman; I do not know the exact count today, but I do 
know that it is well over a thousand. 

The Department of Justice has neither the funds nor the personnel 
to police the organization, composition, or operation of such com- 
mittees. The minimum requirements which have been promulgated 
for these committees are clear and concise, and standards which the 
agencies can readily apply. The Department of Justice can only lay 
down criteria, respond to inquiries, assist in promulgation of regula- 
tions and observe the general operations of such committees. 

The Coarrman. Those are under the various agencies ? 

Mr. Morison. That is true. 

The CHamman. The Department of Agriculture, the Interstate 
Commerce Commission, the Department of Commerce—they cover 
practically almost all of the important agencies of the Government ? 

Mr. Morison. That is right, sir. 

Mr. Srrvens. Do you happen to know whether regulations, some- 
what similar to those from which I read previously dealing with the 
National Production Authority were, in fact, issued by any of these 
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agencies which the chairman has mentioned, pursuant to the letter of 
October 19, 19504 

Mr. Morison. Yes: there were a considerable number of variances. 
One of our tasks has been to make the ground rules for industry com- 
mittees the same, to conform them. Some we thought did a pretty 
good job. Others we thought were at the other extreme. 

Mr. Srevens. It is your impression that a large percentage of the 
agencies involved did, in fact, issue regulations embodying your sug- 
gestions, or your rules as you call them / 

Mr. Morison. Some did not issue any at all. 

Mr. Stevens. I do not think I got the exact answer. Many did, you 
say f 

Mr. Mortson. Many did. A great many did not. 

The Cnairman. How did the advisory committees know about these 
regulations if they were not submitted to them by the agencies under 
which they operate / 

Mr. Morison. In the early days there were a great many commit- 
tees called together, as we understand it, under the general provision 
of the act which authorizes industry committees, but which did not 
have any ground rules at all. They were done hurriedly and without 
consultation with the Department of Justice. Since that time they 
have become aware of the necessity for following the basic require- 
ments of our letter. We have assisted them, our job being to try to 
conform and standardize the regulations issued by all of these agencies. 

The Cuarman. That is very dangerous. They may innocently 
get into a jam. 

Mr. Mortson. That is right. 

The Cuamman. Are the members of the advisory committees vio- 
lating the antitrust laws if they come to agreements when not fol- 
lowing these regulations / 

Mr. Morison. That is right. I might say that these things came 
to light because of the objection of members who had been asked to 
serve on the committees saying, “Look, we cannot be asked to serve in 
this way. You have not conformed to the minimum requirements 
established by the Department of Justice and we will not embark 
upon this much as we want to until these rules are observed.’ 

Mr. Srevens. I wonder if you can’t give us your opinion on the last 
paragraph of your letter of October 19, in which you point out, in ef- 
fect, Seven if you do comply, you may still violate the antitrust laws.” 
Do you feel that it would be possible to make that any more specific 
for the benefit of businessmen who may be concerned about the ex- 
tent to which they can try to make sure that the industry of which 
they are a part gets a fair break. I am not going to ask for any sug- 
gestions. I wonder if you feel it could be made more specific. 

Mr. Mortson. I can answer that in two ways. This is the same 
sort of general omnibus approach which was used in World War IT. 
I have never found in reality when you sit down and talk with busi- 
ness people who have had any experience antitrustwise—and the ones 
that really are concerned are the ones who have had—that they do 
not understand perfectly what we mean. It is no burden upon them, 
because they know the law pretty well. 

A number of complaints have been received by the Department of 
Justice with reference to the operations of such committees. These 
complaints have largely been directed toward failure of the defense 
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agencies to comply with the minimum standards set by the Depart- 
ment or to appoint representative committees as required by statute. 
As a result of these complaints, on March 15 of this year, I wrote 
to all defense agencies and departments utilizing advisory committees 
to point out the following improper practices concerning which com- 
plaints had been received: 

(a) Committees have met without the benefit of a Government 
chairman; 

(4) Government representatives have lacked proper qualifications : 

(c) Agenda have been prepared and meetings have been called 
by industry rather than by the department or agency concerned ; 

‘(d) Subcommittees, panels, and other subgroups have not adhered 
to the requirements established for the full committees; 

(e) The requirements with reference to committee representation 
set forth in section 701 (b) (ii) of the Defense Production Act have 
not been met: and 

(7) Many of the committees, rather than being advisory, have in 
fact made decisions and exercised functions which properly should 
reside exclusively in Governmnt officials. 

The Ciuaiman. Do you permit an official, an executive of a trade 
association, to become a member of an advisory committee / 

Mr. Morison. Mr. Chairman, on that, our attitude is this: The 
Government should be able to seek advice wherever it can best get it, 
but we think in seeking advice it is not whether a man is associated 
with a trade association that is important—if he, incidentally, is an 
officer of a trade association, but is primarily a producer or manu- 
facturer, a man in the industry, that is all right. 

The Cuairman. If he is a full-time executive of a trade association, 
should he be a member of an advisory committee / 

Mr. Mortson. We do not think so, Mr. Chairman, because we think 
that is a distortion of the intent of the advisory-committee approach. 

The CuarrmMan. Has your department’s attention been drawn to 
the fact where paid executives of trade associations have become 
members of advisory committees / 

Mr. Mortson. That has oecurred, Mr. Chairman. 

The Cramman. What have you done ? 

Mr. Morison. We have, as soon as we have found it out, pointed 
out to them, those people who we did not think complied with the kind 
of standards for selection spelled out in the act. 

The Cuamman. What happened; were they continued / 

Mr. Morison. In some cases they have been dropped from member- 
ship on the committees. I have just asked Mr. Abrams here who has 
followed that phase of it pretty closely, and he states that pretty gen- 
erally they have adhered to our suggestions on that. 

Mr. Srevens. Does your letter of October 19 contain a suggestion 
that industry advisory committees should not include that type of 
trade-association executive ? 

Mr. Morison. No, sir: we did not attempt to cover it in that because 
we felt that World War IT experience pretty well indicated that when 
you wanted advise you go to people who have got the advice. The 
objective of trade-association people, of course—and there is nothing 
improper in it—we think it not in most cases the kind of advice that 
you need in industry committees. 
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The Cuatrman. The staff later in the hearing, probably this after 
noon, while you are still with us, will indicate a number of violation: 
of that principle. 

Mr. Morison. I will be delighted to have that. 

The Cramman. Of paid executives of trade associations who they 
have been continued on advisory committees. 

Mr. Mortson. In that connection I might say that I would like to 
file a copy of a letter pertaining to this point that the Deputy Attorney 
General sent to Senator Maybank, the chairman of the Joint Com 
mittee of Defense Production, in which the question was put to the 
Department about the proper place of trade-association people in 
advisory committees. The letter goes into greater detail and I would 
like to file that for the record. 

The Cuarrman. That will be made a part of the record at this point. 

(The letter, dated June 6, 1951, follows :) 


ExHipsir No, 9 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Depury ATTORNEY GENERAL, 
Washington, June 6, 1951. 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D.C. ‘ 

My Dear Senator: Further reference is made to your letter of May 8, 1951, to 
the Attorney General, in which you enclosed a copy of a letter to the Office of 
Price Stabilization and to the National Production Authority relating to industry 
advisory groups. In your letter to us, you requested any comments we might 

care to make in respect of Bn questions which you presented to the Office of 
Price Stabilization and the National Production Authority. 

Subsequent to the enactment of the Defense Production Act, this Department 
formulated and issued to departments and agencies charged with defense func 
tions minimum requirements for the organization and operation of industry ad 
visory committees. The letter containing these requirements, a copy of which is 
attached hereto, set forth certain minimum antitrust standards to be observed 
in the establishment and operation of advisory groups. Generally, these re 
quirements are that the agenda for committee meetings must be initiated and 
formulated by the Government, that meetings must be called by and under the 
chairmanship of full-time Government officials, that full and complete minutes of 
each meeting must be kept, and that the committees’ functions must be purely 
advisory. 

Subsequent to the issuance of this letter, it came to our attention that some of 
the defense mobilization agencies were permitting practices with regard to ad 
visory committees which were inconsistent with the terms of our letter. Accord- 
ingly, on March 15, 1951, in a letter from Mr. H. G. Morison, Assistant Attorney 
General, Antitrust Division, to defense mobilization officials, this Department 
called attention to these improper practices and requested that steps be taken 
to make industry advisory committee procedures comply with the Department's 
criteria. A copy of this letter is also attached. Since that time, the Antitrust 
Division has been devoting attention to obtaining the issuance by mobilization 
agencies of regulations which conform to the basic requirements of section 701 
(b) (ii) of the Defense Production Act and of our letter. 

In the course of considering the general problem of the effective utilization 
of industry advisory groups, we have also giveh careful attention to the proper 
place which trade-association executives should occupy in connection with the 
exercise of the powers granted under the Defense Production Act. 

In our opinion, the question whether trade-association executives should 
participate in the activities of industry advisory groups, either as members or 
observers, should be resolved in the light of the purpose fer which such com- 
mittees are used. The purpose of industry advisory groups is to supply re- 
sponsible Government officials with advice and recommendations, and that pur- 
pose appears to be clearly set forth in the Defense Production Act (secs. 404, 
7TO1 (b) (iid). In other words, committee activities are solely aimed at assisting 
Government representatives to perform their governmental responsibilities. 
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In this concept of the function of advisory committees, it seems clear that the 
qualification for membership on such a committee must be that the member is 
actively engaged in the industry concerned. Thus, the fact that a prospective 
member is also an officer of a trade association in no way disqualifies him for 
membership, so long as he is actively engaged in the industry. 

We appreciate the fact that trade associations may render valuable and 
beneficial services to the business community and to their members. However, 
in approximately 30 percent of the cases which this Department has filed under 
the antitrust laws since July 1, 1948, trade associations and trade-association 
executives were named as defendants. These cases reveal that, within the or- 
eanizational framework of trade associations and by virtue of the activities 
of trade-association executives, programs can be carried out which have illegal 
objectives or which involve illegal methods. 

In our view, if trade-association executives are permitted to take part in in 
dustry advisory committee activities, either as members*or observers, they may 
be in a position to create an atmosphere in which the interests of special groups, 
rather than those of the public, would become paramount 

Further, it is our belief that those Government oflicials charged with defense 
mobilization functions should properly obtain such industry information as is 
required for the operation of our defense program through direct consultation 
with executives of industry or from such trade associations as may have the 
information rather than through the participation of the latter in industry 
advisory committees 

Yours sincerely, 
Pryton Forp, 
Deputy Attorney General. 


Mr. Srevens. I would ask that the full text of the letter of March 15 
be made a part of the record at this time. 

The Cuairman. That will be done. 

(The letter of March 15, 1951, was sent to the following Govern- 
ment departments and agencies, having responsibilities under the De- 
fense Production Act of 1950: Secretary of Commerce; Chairman, 
National Security Resources Board; Secretary of the Interior; Secre- 
tary of Agriculture; Secretary of Defense; Secretary of the Army; 
Secretary of the Navy; Secretary of the Air Force; Secretary of La- 
bor: Chairman, Board of Governors, Federal Reserve System; Chair- 
man, Board of Directors, Reconstruction Finance Corporation; 
Administrator, Housing and Home Finance Agency; Chairman, In- 
terstate Commerce Commission; Administrator, General Services 
Administration: Administrator, Economic Stabilization Agency; 
Chairman, Atomic Energy Commission. ) 


Exuisit No. 10 
MArcH 15, 1951. 

My Dear Mr. Secretary: This Department is concerned by the many com- 
plaints it has received from business firms relative to the manner in which Gov- 
ernment departments and agencies have utilized and conducted business advisory 
committees since the enactment of the Defense Production Act of 1950. These 
complaints disclose that many business advisory committees, in their formation 
and in their operation, violate both the letter and spirit of the letter addressed 
to you on October 19, 1950, by Deputy Attorney General Ford. We believe that 
only by strict observance of these minimum requirements will it be possible for 
the Government to secure the continued cooperation and participation of private 
industry in this activity which is so essential to the success of the defense pro- 
gram, 

Our attention has been directed to the following improper practices in which 
such committees have engaged : 

(a) Committees have met without the benefit of a Government chairman; 

(lb) Government representatives have lacked proper qualifications ; 

(ce) Agenda have been prepared and meetings have been called by industry 
rather than by the department or agency concerned ; 

(d) Subcommittees, panels, and other subgroups have not adhered to the re- 
quirements established for the full committees ; 
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(e) The requirements with reference to committee representation set forth 
section 701 (b) (ii) of the Defense Production Act have not been met: and 

(f) Many of the committees, rather than being advisory, have in fact mad: 
decisions and exercised functions which properly should reside exclusively 
Government officials. 

As we have indicated above, we consider that the requirements as to commit 
tees are also applicable to subcommittees, panels, and other subgroups and 
further, that committee membership should be limited to business enterpris: 
actually engaged in the industry concerned. 

We urge that your Department promulgate regulations which conform to th 
basic requirements set forth in the Defense Production Act and in our letter of 
October 19, 1950, as well as in this communication It is suggested that vo 
confer with the Antitrust Division in the formulation of such regulations Ihis 
Tivision will also be pleased to discuss specific problems which may arise in the 
administration of your business advisory committee program 

Sincerely yours, 
H. (3. Monrtson 
{existant At 


forney General 


Mr. Stevens. And I would like to ask Mr. Morison, in view of the 
fact that the last paragraph urges the addressees of the letter to 
promulgate regulations which conform to the points made in te 
letter of October 19, 1950, in view of the fact that there is that urging 
in the last paragraph, is it fair to infer that those various addressees 
had not at that time issued regulations which conformed thoroughly 
with your previous letter / 

Mr. Morison. That is right: they had not. 

I also pointed out that the requirements as to committees were also 
applicable to subcommittees, panels, and other subgroups. We con- 
sider that these task forces, operating without the benefit of these 
minimum requirements, are dangerous and unacceptable devices be 
cause of the opportunities they afford for fact gathering by private 
groups and for functioning both in and away from Washington with 
the apparent authority of Government. We also consider that com- 
ittee membership should be limited to business enterprises actually 
engaged in the industry concerned. 

In my opinion, unless the requirements of the statute and the criteria 
promulgated by the Attorney General are observed, the industry ad 
visory committee program will suffer, and the undoubted benefits of 
such committees will be lost to defense agencies. 

The Cramman. In many cases, I do not say this does happen, but 
it is possible, that members of the industry andy isory committees might 
get together on nondefense operations and thereby circumvent the 
whole purpose of the antitrust laws. 

Mr. Mortson. That is right, sir. 

Many businessmen and their counsel have informed me that they do 
not consider that they properly should take part in business advisors 
committee activities which do not comply with these standards. It is 
clear that defense agencies which deviate from the statute and the 
criteria established by us will find it increasingly difficult to form 
committees which will be capable of rendering the type of business 
advice which is so essential to the operation of such agencies. 

The Defense Production Act also permits the employment of “per- 
sons of outstanding experience and ability without compensation,” 
as well as the employment of experts and consultants. 

The Ciaran. What you have said with reference to full-time 
executives of trade associations not being permitted to serve on ad- 
visory committees would, also, hold with reference to those types of 
persons serving without compensation as dollar-a-vear men ? 
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Mr. Morison. I would think so, Mr. Chairman. I think the Execu- 
tive order which was promulgated pretty well sets out the standards 
of how this particular benefit can-be conferred, and 1 think in the vast 
majority of cases those standards are certainly not such as to embrace 
the employment of trade-association executives. They might, but 
certainly in the great majority of cases they would not, 

Mr. Srevens. Just so that it is perfectly clear, your remarks are 
directed at what you would denominate as a full-t ime-employed trace 
association executive, and you do not mean to make the same sugges- 
tion as to mere membership or officership 4 

Mr. Morison. That is right. The point I want to make is that the 
man who has the job in the defense agency of selecting committee 
members should not select a man because he is a trade-association 
executive, either part-time or any part. What he should do is to 
determine whether the man has intimate know-how and knowledge, 
whether he is in the business, whether he does represent a business 
and has day-to-day contact with the problems of that business or is he 
being selected purely because he is a trade-association man. 

We must realize that it is difficult for these persons, the without- 
compensation people, to take time away from their businesses in order 
to accept such governmental positions and further that they should 
not be harassed in performing duties in behalf of their country. It 
must be recognized that the vast majority of those who are called 
upon to serve in the Government without compensation or on a per- 
diem basis are patriotic and able persons who are anxious to lend 
their efforts to our mobilization program. 

The criteria which should apply in the selection of personnel from 
private industry, the scope of their functions, both in policy making 
and administration, and the safeguards necessary to be observed in 
their use require careful consideration. 

It is the responsibility of the Government agencies utilizing such 
persons to take the steps which are necessary to be certain that such 
employees are not placed in positions in which they will be subject 
to criticism, justified or not, that their loyalties are divided. 

In providing for the appointment of personnel under section 710 
(b) and (c¢) of the act, the President recognized the special problems 
which exist, and in Executive Order 10182, issued November 21, 1950, 
as amended by Executive Order 10205, issued January 16, 1951, di- 
rected that his delegates should be guided by the following policies: 

(7) So far as possible, operations under the act shall be carried on 
by full-time, salaried employees of the Government, and appointments 
under this authority shall be to advisory or consultative positions 
only. 

(4) Appointments to positions other than advisory or consultative 
may be made under this order only when the requirements of the 
position are such that the incumbent must personally possess out 
standing experience and ability not obtainable on a full-time, sal 
aried basis. 

(c) In the appointment of personnel and in assignment of their 
duties, the head of the department or agency involved shall take 
steps to avoid, to as great an extent as possible, any conflict between 
the governmental duties and the private interests of such personnel. 

The Cuarrman. Those will be made a part of the record. 

(Executive Orders Nos. 10182 and 10205 are as follows :) 
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EXECUTIVE ORDER 10182 ProvipING roR THE APPOINTMENT OF CERTAIN PERSONS 
UNDER THE DEFENSE PRODUCTION AcT OF 1950 AND PRESCRIBING REGULATIONS 
FOR THEIR EXEMPTION FROM CERTAIN CONFLICT OF ITEREST STATUTES 


By virtue of the authority vested in me by the Defense Production Act of 1950 
approved September 8, 1950( Public Law 774, Slst Cong.), hereinafter referred 1 
as the act, it is hereby ordered as follows: 


PART I 


Section 101 (a). The head of any department or agency delegated or assigned 
functions under the act pursuant to Executive Order No. 10161, of September 4, 
1950, is hereby delegated the authority provided by subsection T10(b) of that 
act to employ persons of outstanding experience and ability without compensatio: 
The authority delegated by this subsection 101(a) may not be redelegated. 

(b) Such heads of departments or agencies are further delegated the authorit 
provided by subsection 710(c¢) of that act to employ experts and consultants, or 
organizations thereof, 

(c) Such heads of departments or agencies are further delegated the authorits 
provided by subsection 710(d) of that act to utilize the services of Federal, State, 
and local agencies and to utilize and establish such regional, local or other 
agencies, and to utilize such voluntary and uncompensated services as may froni 
time to time be needed. 

Section 102. The head of any department or agency delegated authority pur- 
suant to subsections 101(a) and 101(b) of this part shall be guided in the exer 
cise of that authority by the following policies: 

(a) So far as possible, operations under the act shall be carried on by full 
time, salaried employees of the Government, and appointments under this author- 
ity shall be to advisory or consultative positions only. 

(b) Appointments to positions other than advisory or consultative may be 
made under this order only when the requirements of the position are such that 
the incumbent must personally possess outstanding experience and ability not 
obtainable on a full-time, salaried basis. 

(c) In the appointment of personnel and in assignment of their duties, the 
head of the department or agency involved shall take steps to avoid, to as great 
an extent as possible, any conflict between the governmental duties and the 
private interests of such personnel. 

Section 103. The authority delegated by subsection 101(c) to utilize at the 
regional and local levels voluntary and uncompensated services is not subject to 
the policies prescribed in section 102. Such authority may not be exercised, 
however, to fill positions subject to the Classification Act of 1949. 


PART II 


Section 201. Any person employed under part I of this order is hereby 
exempted, with respect to such employment, from the operation of sections 281, 
283, 284, 434, and 1914 of title 18, United States Code, and section 190 of the 
Revised Statutes (5 U.S. C. 99), except as specified in the following subsections : 

(a) Exemption hereunder shall not extend to the negofiation or execution, bs 
an appointee under this order, of Government contracts with the private employer 
of such appointee or with any corporation, joint stock company, association, firm, 
partnership, or other entity in the pecuniary profits or contracts of which the 
appointee has any direct or indirect interest. 

(b) Exemption hereunder shali not extend to making any recommendation or 
taking any action with respect to individual applications to the Government for 
relief or assistance, on appeal or otherwise, under the provisions of the act made 
by the private employer of the appointee or by any corporation, joint stock 
company, association, firm, partnership, or other entity in the pecuniary profits 
or contracts of which the appointee has any direct or indirect interest. 

(c) In the case of appointments under subsections 101 (a) and 101 (b) hereof, 
exemption hereunder shall not extend to the prosecution by the appointee, or 
participation by the appointee in any fashion in the prosecution, of any claims 
against the Government involving any matter concerning which the appointee 
had any responsibility during his employment under this order, during the 
period of such employment and the further period of 2 years after the termina 
tion of such employment. In the case of appointments under subsection 101(¢) 
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hereof, exemption hereunder shall not extend to the prosecution by the appointee, 
or participation by the appointee in any fashion in the prosecution, of any claims 
against the Government growing out of any matter with respect to which the 
appointee was personally concerned in his official capacity during his employment 
under this order, during the period of such employment and the further period 
of two years after the termina:‘on of such employment. 

(d). In the case of appointments under subsections 101(a) and 101(b) hereof, 
exemption hereunder shall not extend to the receipt or payment of salary in 
connection with the appointec’s Government service hereunder from any source 
other than the private employer of the appointee at the time of his appointment 
hereunder. 

(e) Exemption from sections 434 and 1914 of title 18, United States Code, 
shall not extend to persons appointed as experts or consultants under subsection 
101(b) hereof. 


PART IIL 


Section 301. Appointments under subsection 101(a) of this order shall be 
supported by written certification by the head of the employing department or 
agency: 

(a) That the appointment is necessary and appropriate in order to carry out 
the provisions of the act; 

(b) That the duties of the position to which the appointment is being made 
require outstanding experience and ability ; 

(c) That the appointee has the outstanding experience and ability required 
by the position; and 

(d) That the department or agency head has been unuble to obtain a person 
with the qualifications necessary for the position on a full-time, salaried basis. 

Section 302. The heads of the departments or agencies making appointments 
under this order shall file with the Division of the Federal Register (for public 
inspection but not for publication) a statement including the name of the 
appointee, the section of this order under which he was appointed, the employing 
department or agency, the title of his position, and the name of his private 
employer. 

Section 363. All appointments under subsections 710(b), 710(c), and 710(d) 
of the act shall be made under the terms of this order after the date hereof, and 
appointments heretofore made under those subsections of the act shall be deemed 
for all purposes to have been made under this order upon compliance with the 
preceding sections of this part. 

Section 304. At least once every 3 months, the Chairman of the United States 
Civil Service Commission shall survey appointments made under this order and 
shall report his findings to the President and make such recommendations as he 
may deem proper. 

Harry 8S. TruMan. 

Tue Wuite House, November 21, 1950. 





Exursit No, 12 


EXeCUTIVE ORDER 10205, AMENDING Exectrive Orper No. 10182 RELATING TO THE 
APPOINTMENT OF CERTAIN PERSONS UNDER THE DeFrENSE PrROpUCTION ACT OF 
1950 


By virtue of the authority vested in me by the Defense Production Act of 
1950, approved September 8, 1950 (Public Law 774, Sist Cong.), it is hereby 
ordered, effective November 21, 1950, as follows: . 

1. Subsection 101 (a) of Executive Order No. 10182 of November 21, 1950 
is amended to read as follows: 

“Section 101 (a). The head of any department or ageney delezated or as- 
signed functions under the Act is hereby delegated the authority provided by 
subsection 710 (b) of the Act to employ persons of outstanding experience and 
ability without compensation. Authority to employ persons under this sub- 
Section 101 (a) in any such department or agency shall not be redelegated by 
the head of such department or agency.” ‘ 

2. Subsection 201 (d) of the said Executive Order No. 10182 is amended to 
read as follows: 

“(d) In the case of appointments under subsection 101 (a) hereof. exemption 
hereunder shall not extend to the receipt or payment of Salary in connectior 
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with the appointee’s Government service hereunder from any source other than 
the private employer of the appointee at the time of his appointment hereunder 

3. That part of section 301 of the said Executive Order No, 10182 which pre 
cedes paragraph (a) thereof is amended to read as follows: 

“Section 301. Appointments under subsection 101 (a) of this order to positions 
other than advisory or consultative shall be supported by written certification 
by the head of the employing department or agency.” 

Harky S. TrRuMan 

Tne Wuite Houser, January 16, 1951. 


Mr. Morison. In addition, the Executive order as amended directs 
that appointments to positions other than advisory or consultative 


shall be supported by written certificates by the head of the employing 


agency that: (1) the appointment is necessary and appropriate in 
order to carry out the provisions of the act: (2) the duties of the 
position to which the appointment is being made require outstanding 
experience and ability: (5) the appointee has the outstanding experi- 
ence and the ability required by the position ; and (4) the department 
or agency head has been unable to obtain a person with the qualifiea- 
tion necessary for the position on a full-time, salaried basis. 

Within these limitations, each ageney should carefully select the 
persons who are to fill such jobs and then assign to them duties of a 
nature which will not embarrass them by reason of their nongovern 
mental attachments. Thus, fundamentally, the problem is a coordi- 
nate one, in that the person selected to serve without compensation or 
on a per diem basis must be capable and the agency which selects him 
must not place him ina position in which he w ill find diflie ulty in free- 
ing his judgment from his private business relationships. 

We must all realize the inherent problems which arise in the use of 
such employees but we must measure against those problems the ac 
tual need for their services in a large number of jobs by the defense 
agencies. We must look to the solution in the administrative handling 
of such employment by the agencies which make use of their service. 

Now in conclusion, Mr. Chairman, I am grateful for the oppor 
tunity which you have granted me to express my views. I have limited 
my statement to a discussion of certain matters involved in mobiliza- 
tion for defense with which T consider that your subcommittee will 
be most vitally concerned. There are m: wiv other prob ems prese ntly 
existing. and a host of others will arise in the course of mobilization. 
Many of these pia lems can be met only in the light of their particular 
facts, but in large measure we can apply standards and criteria which 
our experience and our judgment teach us will serve to minimize the 
danger of errors or improper practices. The heart of our interest is 
that our country achieve its defense needs with all speed but that by 
intelligence and careful planning of our methods we also preserve 
our compet itive economic system and prevent the concentration of 
econonue power, with its accompaniment of monopolies, restraint of 
trade and eliminaton of small business. 

The Crarrman. Mr. Morison. we will adjourn now to resume at 2 
o'clock. There are quite a number of very important questions that 
the staff will propound. 

Mr. Morison. I will be delighted to be here. 

The Cuarmman. We stand adjourned until 2 o'clock this afternoon. 

(Whereupon, at 12: 10 p.m. the subcommittee recessed, to reconvene 
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AFTERNOON SESSION 
The CuHarman,. The subcommittee will come to order. 
We will resume with the interrogation of the distinguished head of 
the Antitrust Division, Mr. H. G. Morison. 


TESTIMONY OF H. G. MORISON—Resumed 


The CHaiMan. You may proceed, Mr, Stevens. 

Mr. Svevens. Toward the end of your statement this morning you 
referred to Executive Order 10152, which deals with the appointment 
of “Without Compensation Personnel.” and I notice in that Executive 
order, in section 102 (b).it directs “that the incumbent must personally 
possess outstanding experience and ability not obtainable on a full- 
time, salaried basis.” 

Then in subsection (c) the following is required : 

In the appointment of personnel and in assignment of their duties, the head 
of the department or agency involved shall take steps to avoid, to as great an 
extent as possible, any conflict between the governmental duties and the private 
interests of such personnel. 

Now, the question I would like to ask is this: The first of those two 
subsections, that is subsection (b), seems to imply that someone, say, 
in the “widget” industry should be employed in a section of the Govern- 
ment where lie will be able to use his e ‘xperience in the widget industry, 
whereas the second of the two subsections implies that he should avoid 
working in the “widget” section. 

Mr. Morison. I think the conflict is more apparent than real. What 
was intended, and what was understood by anybody who had any 
experience of this kind in World War II, was a recognition that it is a 
great imposition to ask a man, say, Who is head of a canring company 
tocome in and run the section that has to do with the canning industry. 
It places him ina peculiar position of constantly wanting to lean over 
backwards for fear that there would be some inference in the responsi- 
bility that he has that he is favoring his industry over others, or that 
his own company in that industry is receiving some preference. 

Now, we found out that what we were looking for in industry 
bureau chiefs or section chiefs in World War IT was not so much 
that you had to have a man who was an expert down to the last detail 
of a particular industry, but we found, for instance, that the president 
of a very large chain company was quite competent to sit as the head 
of a Government section dealing with the canning industry, because 
his general knowledge and understanding as a manufacturing busi- 
hess executive Was sufficient for him to apply the broad terms and have 
an understanding of industrial problems that were related, without 
making it necessary for him actually to be employed in that particular 
industry. 

These two sections, rather than being in conflict, are a recognition 
of that factor. You will only find in “the engineering or in certain 
particular production problems, production engineers, that you must 
have a particular man. Broad business judgment in the carrying 
on of the affairs of a manufacturing corporation are interchangeable, 
and it happens in our business community every day. Executives 
from one industry go to an entirely different industry and do quite 
a successful job. 
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Mr. Srevens. I take it, then, that you would construe the regula- 
tion in general—I realize that there are exceptions, particularly in the 
technical areas that you mention—but in general, as favoring the use 
of “without compensation personnel” in sections dealing with indus- 
tries other than the industry with which they have been previously 
associated / 

Mr. Mortson. That is what this means. 

Mr. Srevens. That is what I wanted to be clear about. 

Now, I have one or two other questions: Again directing your 
attention to the letter of October 19, 1950, and the requirement in para- 
graph 3 that the meeting must be held at the call of, and under the 
chairmanship of, a full-time Government official, would that permit 
the meeting to be under the chairmanship of a “without compensation 
full-time Government official” 

Mr. Morison. I would think not: no, sir. 

Mr. Srevens You would construe a “Government full-time official” 
as meaning a “full-time salaried Government official” 

Mr. Morison. Yes. And I say that for a number of reasons. 1 
think there is a major responsibility not to put these people, whose 
status is in this indefinite category, into any position which would 
subject them to criticism or complaint, and it is a part of the general 
area of responsibility of protecting these people from that sort of 
thing. I think it is of vast importance that we develop our corps 
of full-time Government employees and their capacities and abilities 
to run these committees themselves, because at least you can say that a 
Government employee has the impartiality which is essential. 

However, if you put a man who does not have that background in 
a position like that then you are imposing upon him a duty which may 
be detrimental to the public service he is trying to render in the sense 
that he is constantly leaning backward for fear that he would in some 
way inject his own interest into the program. 

Mr. Sreven. The policy considerations you mention, I suppose, you 
would think would apply with even greater force to the more im- 
portant positions of division heads within the various defense 
agencies ¢ 

Mr. Mortson. Yes: but with some limitation. We must recognize 
that the skills of manpower and qualifications that we need to take on 
and run this very important defense program cannot be too solidified. 
It must have a degree of sensible flexibility. 

I have no doubt that a so-called dollar-a- year man, a without-com- 
pensation executive, if he is as envisioned in section (c) of the Execu- 
tive order, 101 (c), if he is not assigned to responsibility as a bureau 
head or section head of his own industry, that there is nothing inher- 
ently wrong. 

On the contrary, there may be every reason for taking such a man 
and making him the head of that group. But I would say as to in- 
dustry committees again that there the chairmanship should not go 
that far. 

Mr. Srevens. Just as a matter of literal construction, would you 
say that a person working for the Government, in a Government posi- 
tion, without compensation on a full-time basis is “a full-time Govern- 
ment official” ¢ 

Mr. Morison. Now, how is that again? You say if he is without 
compensation / 
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Mr. Srevens. If he is without compensation, but he is working in a 
Government position. Say that he is a director of some division of 
some agency, and on a full-time basis, he is devoting all of his time 
to that work, would you say that he is a full-time Government official. 

Mr. Morison. No, sir; not within the meaning, as | understand it. 

Mr. Srevens. I understand that, but Lam just wondering whether 
it would be entirely clear to anyone reading the letter. 

Well, then, also referring to the same letter, this morning you re- 
ferred to a World War II policy, which was apparently stated in gen- 
eral terms—I am referring to the last paragraph of the October 19 
letter which speaks about a course of action being used to accomplish 
unlawful private ends, about which we had a short discussion this 
morning, and you stated that in World War II similar general lan- 
guage was used. 

I would just like to ask you if you wquld submit for the record at 
your convenience whatever document it was that you were referring to. 

Mr. Morison. I will be glad to, sir. 

(The document referred to is as follows :) 


ExHinir No. 15 
DEPARTMENT OF JUSTICE 


Attorney General Robert H. Jackson today announced the policy to be followed 
by the Department of Justice in applying the antitrust laws to activities under 
the national-defense program. 

The policy was outlined in identical letters sent by the Attorney General 
today to Mr. John Lord O'Brian, General Counsel of the Office of Production 
Management, and Mr. Leon Henderson, Administrator, Office of Price Adminis- 
tration and Civilian Supply. 

Full text of the letter follows: 


ApriL 29, 1941. 
JoHN Lorp O'BRIEN, Esq., 
General Counsel, Office of Production Management, Washington, D. ¢ 

Dear Joun: The marshaling of the Nation’s industrial assets for a maximum 
productive effort in the national defense will doubtless require the allocation 
of orders, the curtailment of some kinds of production so as to increase produc- 
tion in defense fields, and the establishment of priorities and price ceilings 
Furthermore, many of these steps must necessarily affect the production of 
goods used to satisfy our normal needs, as well as the production of materials 
and implements used directly in our defense effort. 

Some of these acts if accomplished by private contract or arrangement within 
an industry and carried on for private advantage would probably constitute 
violations of the antitrust laws. On the other hand, it is obvious that in the 
present emergency, acts performed by industry under the direction of public au- 
thority, and designed to promote public interest and not to achieve private ends, 
do not constitute violations of the antitrust laws. In these circumstances, the 
Department of Justice recognizes that business interests which are asked to com- 
ply with public plans for increasing production and preventing inflation are 
entitled to the cooperation of agencies of the Government in eliminating any 
uncertainties which may exist as to the application of the antitrust laws to their 
activities. 

Accordingly, this Department has formulated a policy which it proposes to 
follow in its relations with the Office of Production Management and the Office 
of Price Administration and Civilian Supply and with all industries or con 
tractors acting in compliance with the orders or requests of either of these 
organizations. The important points of this policy are: 

Meetings of the industry with the Office of Production Management and the 
Office of Price Administration and Civilian Supply or their representatives are 
not illegal. Industrial committees may be formed at the request of the Office 
of Production Management or the Office of Price Administration and Civilian 
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Supply, to work with representatives of such offices on problems involving de- 
fense, There will be nothing unlawful in the industry cooperating in the selec- 
tion of its representatives or in selecting members for committees, or in the 
activities of such committees provided they are kept within the scope of this 
letter. 

Questions as to whether there is need for such a committee and, if so, how It 
shall be chosen, and by whom constituted, shall be the sole responsibility of the 
Office of Production Management or the Office of Price Administration and 
Civilian Supply. This Department will not participate in these decisions beyond 
the suggestion now made that any such committee should be generally representa- 
tive of the entire industry and satisfactory to the Office of Production Manage 
ment or the Office of Price Administration and Civilian Supply. 

Each industry committee shall confine itself to collecting and analyzing in 
formation and making recommendations to the Office of Production Management 
or the Office of Price Administration and Civilian Supply. and shall not under 
take to determine policies for the industry, nor shall it attempt to compel or to 
coerce anyone to Comply with any request or order made by a public authority. 

All requests for action on the part of any unit of an industry shall be made to 
such unit by the Office of Productfon Management or the Office of Price Adminis 
tration and Civilian Supply and not by the industry committee. That is to say, 
the function of determining what steps should be taken in the publie interest 
should in each case be exercised by the public authority which may seek the in 
dividual or collective advice of the industry. But the determination shall not 
be made by the industry itself or by its representatives. . 

tequests for action within a given field, such as the field of allocation of orders, 
shall be made only after the general character of the action has been cleared 
with the Department of Justice. If the general plan is approved, thereafter 
each request for specific action in carrying out such plan shall be made in writ- 
ing and shall be approved by the Office of the General Counsel of the Office of 
the Office of Production Management or the Office of the General Counsel of the 
Office of Price Administration and Civilian Supply, but need not be submitted 
to the Department of Justice. In the case of any change in the personnel of such 
offices or if serious practical difficulties arise, this latter arrangement may be 
revoked upon notice from me. 

Acts done in compliance with the specific requests made by the Office of Pro 
duction Management or the Office of Price Administration and Civilian Supply 
and approved by their general counsel in accordance with the procedure described 
in this letter will not be viewed by the Department of Justice as constituting a 
Violation of the antitrust laws and no prosecutions will be instituted for acts 
performed in good faith and within the fair intendment of instructions given by 
the Office of Production Management or the Office of Price Adiministration and 
Civilian Supply pursuant to this procedure. 

In the case of all plans or procedure, however, the Department reserves com 
plete freedom to institute civil actions to enjoin the continuing of acts or practices 
found not to be in the public interest and persisted in after notice to desist 

With kind personal regards, 

Sincerely, 
Rosert H. Jackson, 
ittorney General 


Mr. Srevens. IT should also like to ask vou if this letter of October 
19, 1950, was published in the Federal Register. 

Mr. Morison. No, sir: it was not. 

Mr. Srevens. Referring to vour characterization of it as a regula- 
tion issued pursnant to the Defense Production Act—would you say 
that this regulation is binding on the addressees, or would you say 
it is binding on the public, the persons who might be attending indus 
try advisory meetings. 

Mr. Morison. I think it is binding on the Government agency which 
it is intended to affect. You recall, of course, that there is a provision 
for the publication of the general rules and regulations of each of the 
agencies involved. However, I do not think organization-wise, in 
order to get the kind of results that we want here. that this is the sort 
of document that either is required or would serve any useful purpose 
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to be published in the Federal Register. ‘This is an executive depart- 
ment memorandum of instruction and advice, and it is like circulating 
a letter in your own family. 

Mr. Svevens. That is what I wanted to bring out. It is not the sort 
of document which under the act the Attorney General was directed 
to issue—a regulation saying what can and cannot be done, which 
would be an end to the problem, Instead, some further action was 
required by these various agencies ¢ 

Mr. Morison. That, of couse, again fits into the very scheme of 
things that we think is proper here, which is that we should set up 
the broad general criteria, a system to make ourselves available to 
any ageney that has any problem with them in the working out of 
their day-by-day problems, but that they should have the responsi- 
bility. properly, because they have the operating difficulties and the 
operating problems. ‘Their responsibility should be to work out the 
spirit of this thing and see that it is enforced and carried out, with 
our giving them any aid or assistance to that common objective that 
they may ask of us. 

Mr. Srevens. Noting the addressees of the letter of March 15, 1951, 
which pointed out that there had not been full compliance with the 
previous letter of October 19, 1950, T note that the addressees of both 
letters are precisely the same. 

The inference, I am wondering whether it is proper to draw, is that 
none of those agencies fully complied with your suggestion and further, 
I would like to ask you if you can name any agencies which did, in 
fact. fully comply with the suggestions contained in your letter of 
October 19, 1950, 

Mr. Morison, The answer is that I cannot. I cannot supply the 
names of any that I think have fully complied, nor would we be in a 
position to know everything that this vast number of defense agencies 
had or had not done. ‘That is not our purpose. 

I suppose what vou are driving at is that if the same letter was sent 
to all, does that mean that all are fully guilty or all partly guilty, or 
some not guilty at all. The answer is that we have no intent or pur- 
pose of selecting anvbody. We were just calling to the attention of 
the defense agencies, for their own information and for their guidance, 
the kind of complaints that had been made from all sides for the 
purpose of hoping that they would reexamine, in the light of these 
complaints, their own procedures to be sure, doubly sure, that all of 
the things that we had called upon them to do were being done and 
done within the spirit of the Defense Production Act. 

Mr. Srevens. Well, sir, 1 will put the question to you in just a 
slightly different way: 

This morning we discussed certain NPA regulations which pur 
ported to be issued pursuant to rules promulgated by the Attorney 
General and T think we came to the conclusion that they were deficient 
in certain respects. 

At the staff level we have tried to ascertain what agencies have 
issued regulations to comply with the letter written by Mr. Peyton 
Ford, and in many instances we found that no regulations were 
issued. I wonder if you can name any agency which did in fact issue 
regulations and then next, if it issued regulations which were satis- 
factory. 
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Now, the only one that I know about is the NPA, which is nor 
satisfactory. 

Mr. Morison. I was just trying to figure out, I don’t think there i- 
any agency in which we have felt that the final job has been done. A. 
a matter of fact. in the first session we had with them the agencies 
cleared up some difficulties; in subsequent conferences we found other 
= ‘ulties and they are in the process of making further modifications. 

‘ither in their regulation or in their interagency procedures, so that 
the matter is a continuing one. 

Mr. Srevens. I understand that. 

Mr. Mortson. I mean, I just want to point out to you that there is 
no perfect ideal in this, because this goes beyond these five categories. 
I inean, if you carry out the spirit of this thing, it goes much further. 
so that it is a continuing job, and we cannot say whether any agence) 
gets an A on its report. 

Mr. Srevens. No, sir; it is not quite that. 

Mr. Mortson. You cannot say that because it is going on every day. 

Mr. Srevens. Directing your attention to the purpose you described 
rather completely this morning, of putting on notice the businessmen 
who are to participate in these advisory groups, the fact that intra- 
agency plans might have been started would not be sufficient to put 
such people on notice. Now, leaving the second half of my previous 
question out—that is, the satisfactory nature of them—do you know 
whether in fact, other than the NPA document which I referred to 
this morning, there were regulations issued, and disseminated to per- 
sons who would participate in the meetings, by any of the agencies 
to which your letter was addressed / 

Mr. Mortson. I think most agencies from the early days of our 
conversations with them did do that. A lot of them—— 

Mr. Srevens. Could you name some agencies that did / 

Mr. Morison. Well, for instance, I know that the Economic Stabi- 
lization on the OPS side did, and the Wage Stabilization people 
pointed out the basic criteria for industry committees. 

Mr. Srevens. Regulations which were public and available to the 
members ¢ 

Mr. Morison. That is right, and those regulations, of course, were 
published in the Federal Register. 

I understand, although I don’t know this of my own knowledge, that 
some of the defense agencies in the Interior Department have promul 
gated regulations and did advise their industry people of its terms 
and conditions and offered to consult with any member of an advis- 
ory committee that wanted any advice about it. 

Of course, we have been in consultation with all of these agencies 
on one point or another continually, certainly since February when 
] came in. 

Mr. Srevens. But, then, as I understand it. the OPS and certain 
parts of the Interior Department are the only agencies which have 
in fact issued regulations which are available to the participants in 

the business advisory groups? 

Mr. Mortson. I do not know about that. It may be that on this 
subcommittee’s own investigation of each of these agencies, that if 
you were to ask them the question you might find out that all of them 
have. I just don’t know. Again let me remind you that I do not 
conceive that our job can be done as cops on the beat. That is not 
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our purpose. We are not investigating these people. We are not 
trving to look over their shoulders and tell them how to run their 
business: so, I don’t know. 

Mr. Srevens. But you are enforcing the antitrust laws, I take it? 

Mr. Morison. Yes, indeed. 

Mr. Srevens. Thank you. 

Mr. Goupsrrin. I am afraid that I have a rather lengthy series of 
questions, and I will try to be as brief in my questions and get them out 
as quickly as possible, 

Mir. Morrson. All right. 

Mr. Goupsrerx. One item that the subcommittee is interested In 
finding out about is in section 708 of the act. There is a provision 
for voluntary agreements when they have been approved by the 
Department of Justice. It is my understanding that some seven or 
eight of these agreements have been approved, and 1 wonder if you 
would submit for the record material relating to the voluntary agree- 
ments, 

Mr. Morison. I will be glad to, sir. Would you like me to read 
them / ; 

Mr. Goipsrern. If you will, please. 

Mr. Mortson. There have been seven voluntary agreements ap- 
proved by the Attorney General under section 708 of the Defense 
Production Act of 1950, 

The first concerns the stabilization of prices of steel products, which 
was approved January 17, 1951. All but one of these, by the way, 
have been published in the Federal Register? 

Now, this first one | have mentioned, of course, is now out of the 
window. ‘That was issued in January of 1951, and since that time 
the maximum price regulations have gone into effect. 

The second pertains to the contribution of tanker capacity for de- 
fense needs. This was submitted by the Department of Commerce, 
and it was approved by the Attorney General January 23, 1951. It 
was published in the Federal Register. 

The third concerned the Optical Fire Control Committee, and this 
was submitted by the Defense Production Administration for the 
Department of Defense. It was approved by the Attorney General on 
February 5, 19514 

The fourth was the submission of a program for credit restraint. 
This was submitted by the Federal Reserve System, and it was ap- 
proved March 9, 1951.° 

There have been amendments to it since that time, and all of these 
were published in the Federal Register. 

The fifth was a submission by the Omaha Industries, Inc., and it 
was submitted by the Defense Production Administration, and ap- 
proved by the Attorney General April 26, 1951. That was a produc- 
tion pool for small business.® 

The sixth was Coordinated Manufacturers of Santa Clara County, 
Inc., San Jose, Calif. This was submitted by the Office of Defense 
Mobilization and approved by the Attorney General May 29, 1951. 
This has been submitted for publication in the Federal Register, but 
has not, I believe, as yet been published.’ 

See text in appendix, p. 890; Federal Register, January 20, 1951 (p. 555) 


See text in appendix, 891; Federal Register, March 1, 1951 (pp. 1964-1965) 

# See text in appendix, p. 895; Federal Register, March 1, 1951 (pp. 1965-1967) 
See text in appendix, p. 900; Federal Register, March 13, 1951 (pp. 2372-2374). 
See text in appendix, p. 904; Federal Register, May 12, 1951 (pp. 4475-4476). 
See text in appendix, p. 907; Federal Register, July 4, 1951 (pp. 6544-6545). 
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The seventh one, on January 19, 1951, the Attorney General ap 
proved an agreement of a confidential nature which, pursuant to 
section TO8 (b) of the act, is not to be published in the Federal! 
Register. 

Those are the only ones that have been approved. 

Mr. Goupsrein. Lam going to ask you what might be considered an 
“iffy” question, something that we would like to have information on 
for use in the future conduct of hearings. 

If it should come out in the testimony that there were and are vol- 
untary agreements fixing prices or allocating materials that have 
been entered into by defense agencies with various producers, with- 
out the issuance of orders or regulations by the agency involved, 
and without consultation with the Attorney General, would you con 
sider this a violation of section TOS of the Defense Production Act / 

Mr. Morison. I certainly would, sir. 

Mr. Goupsrers. Thank you. 

Mr. Srevens. Are you through with that part of it? 

Mr. Goupsrern. Yes. 

Mr. Srevens. I would like to know a liftle more about the procedure 
on these voluntary programs, if I might just ask one or two questions: 

As I understand section 708, just from reading the act, there are 
two things with which it deals, one of them being the program which 
I believe you were referring to when you described the seven progranis 
which were approved, and then section 708 (b) also refers to specific 
acts pursuant to voluntary agreement. 

Now, what I had in mind was this: Is it the policy or the practice 
to have each specific act approved; must there be several approvals or 
just one approval of the program, and does that end your function, or 
do you ask continually ¢ 

Mr. Morison. Oh, no, by the very nature of the thing we, of course, 
have to keep in touch with it to see that it does not go beyond the 
voluntary plan submitted. We do that. 

Mr. Srevens. But will the plan itself be rather broad when the 
initial approval is given, and cover a number of acts which may be 
performed pursuant to the program, or on the other hand, every 
time the participants do any one thing in the general field must they 
get your approval ? 

Mr. Morison. What you are saying is—I think I am helpful to 
you by saying that the early submission—in the early submission a 
great many plans which were submitted informally or otherwise were 
turned down in their initial stages, and they were turned down be 
cause they were too broad and too general. They did not specify 
what the agreements between competitors were to be and how the 
plan was to be carried out. 

Now, those that have been submitted have been—they still, of 
course—well, they cannot be the last projected idea, that cannot be 
specified in the plan, but they are not as general as the early plan 
submitted, and pretty well indicate what is to be done under it. 

Mr. Srevens. Excuse me. I am just trying to understand this: 
The agreement among the competitors must be fairly specific at the 
time of approval but is it generally to be that specific at the time it 
is first submitted to you? In other words, when during the course 
of negotiations is it proper for an agreement to take fairly concrete 
form ? 
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Mr. Morison. Well, it must take concrete form when it is submitted 
to us and the Federal Trade Commission. In the first instance, these 
plans are discussed with the agency which is the sponsoring agency. 

Mr. Srevens. I see. 

Mr. Morison. And in reality, of course, they are the people who 
find the need for such hie in the defense program, and who assist 
the participants in spelling out the kind of operation they propose. 
So when it is submitted it is not a loose, general term proposition, at 
all, but it is pretty specific. 

Mr. Svevens. If it is specific, and if acts are performed subsequent 
tothe approval of the program, and if those acts would quite definitely 
seem to be contemplated within the program which receives your 
approval, would you feel that additional approval is necessary for 
those acts? Do I make myself clear ¢ 

Mr. Morison. I don’t believe I understand you, sir. You are 
over my head, because we are speaking in such general tems. Can 
you be spec ific? Can you give me an example / 

Mr. Srevens. Well, if I knew more about one of the programs that 
had been approved, perhaps I could. 

Mr. Morison. That is the difliculty. If we don’t talk about a pro- 
gram submitted, it is very difficult to answer. 

Mr. Srevens. Well, say that there is an allocation program, as an 
example, providing that 20 percent of the steel used in such-and-such 
an industry will go to such-and-such a company. Now, if producers 
who are allocating 20 percent of their output to that company do so 
regularly within the previsions of the plan defining that type of 
allocation, each time they make a new shipment, | presume they 
would not have to get further approval ¢ 

Mr. Morison. In the first place. that is a bad example, because 
I know of no plan that would be sanctioned which involved alloca- 
tions. You cannot deal with that because of the very nature of it 

Mr. Srevens. The reason I used the example of allocation this 
morning and this afternoon was because a few weeks ago we had a 
series of hearings involving an allocation program, not of this par- 
ticular type. 

Mr. Morison. Then you recognize what I mean when I say that 
allocation essentially must be by Government. It just will not work 
for a voluntary arrangement on dividing up anything that is searce. 

Mr. Srevens. What sort of things are subject to voluntary ar- 
rangements 4 , 

Mr. Morison. I can give you a good example in the plan sub- 
mitted by the Federal Reserve System on credit. That was a plan 
which envisioned that the banking institutions of America would 
form a purely advisory committee which would set up standards 
which would spell out the kinds of loans which would have an infla- 
tionary impac t, and which should not be made by lending institutions. 
The plan is carried out into the districts where bankers submit to a 
committee of their own bankers, under a Government chairman. 
proposed loans—not naming who the man is who is seeking the 
money, or the company seeking it. but stating the kind of loan it is, 
asking for advice as to whether or not that i is or is not a loan which 
would have an inflationary impact, and that is a voluntary arrange- 
ment. : 
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Mr. Srevens. Well, that illustrates the point that IT am tryi 


: 


understand, and that is, if the plan contemplates several prop é 
with respect to loans, confining it within the particular catego: 3 
pursuant to the program in various parts of the country, I . ; 


know just how it would work, but several such proposals are | 
would it be necessary before undertaking to make such a pro) 
for the members of the group who would make the proposal 1 
further specific authority to go ahead and implement the basic plin/ 

Mr. Morison. No; it wouldn't be, for this reason only. This 
I am speaking of is purely voluntary, and any bank wanting to 
can do so. If they want to conform to it after having cons 
with the committee that is set up, and they still decide that they 
going to make the loan, then they have a perfect right to do it. 

Mr. Srevens. You would say that for that reason this is a sp 
case, but normally you would say in carrying out the basic prog 
that they should come back and get the approval of each specifi 
of action which requires joint conference amongst the competito: 
fore pursuing the basic program. 

Mr. Morison. I honestly wish I could answer your question, but | 
cannot. I want to be cautious—— 

Mr. Stevens. Could I make this- 

Mr. Morison. In the first place, we are talking in generalities. | 
less we have a specific example, and neither of the examples we | 
talked about seem to touch what you want, I wouldn’t know hoy 
do it. 

I want to point out to you, however, that you could not possibly t 
whether you have to come back or not. I think any plan which er 
sions different matters that might come under the scope of the nece 
would include that, if it was a plan properly drawn, and anything | 
involved a basic departure 

Mr. Wituts. Mr. Morison, you have seven plans before you t! 
and counsel has been trying to take one to illustrate his point, and 
picked on the banking plan, and that did not work for the sak: 
illustration. Now try another one. 

Mr. Srevens. That is what I was going to suggest. It is a rat 
technical construction of section 708, 

Mr. Witus. I think I see what counsel is seeking, and it is 
intriguing, and I think it is very important. 

Mr. Srevens. As I understand the statute, it refers to two thin: 
the program and specific acts pursuant to the program. Let's tu 
generally for a moment, as I understand the requirement of appro 
by the President or his agents, the approval is given not only to | 
program but also to each specific act; the statute seems to contem))! 
some check right down the line. Perhaps you could submit a stat: 
ment of the construction of that section, something like that, at yo 
convenience. 

The Cuarmman. IT think that would be a very wise thing to do. 

Mr. Morison. I will be glad to doso.* 

The Cuatrman. Let us see what the implications are and how thes 
various questions should be met as they arise. Meanwhile, Mr. Mor 
son, does the Department of Justice believe that the employment )) 
defense agencies of trade-association employees raises certain diflicu'! 
problems insofar as the antitrust policy is concerned / 





* See appendix, infra, p. 927. 
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Mr. Morison. Well, we have this attitude about it, Mr. Chairman, 
is I have indicated—— 

The CuatrMan. No; I would like to have a brief answer. We have 
some illustrations 

Mr. Morison. Yes, we do. 

The CuairmMan. (continuing.) That the counsel of the subcommit- 
lee wants to propound to you. 

Mr. Morison. We do think that it raises serious implications, and I 
might say the reason why. In recent years, | would say 30 percent 
of the cases which the Antitrust Division has brought had their in- 
eption in trade association activity. 

The CHamMan. So the answer is that it does raise serious problems. 

Vir. Mortson. Yes, sir. 

Phe Cuamman,. All right. Go ahead. 

Mr. Srevens. Mr. Morison, again you are referring to full-time 
executives ¢ 

Mr. Mortson. That is right. 

Mr. Gotpsreis. The question was in the terms of emplovees of the 
issociation as distinguished from members. That was clearly the 
question. The question is, Can we draw upon World War IT for back- 
ground and experience, and [ wonder if in order to highlight some 
of the problems we might put into the record a memorandum of the 
Office of Production Management, dated May 6, 1941, from Morris L. 
Cooke to Sidney Hillman, concerning one C. W. Kellogg / 

Now, I do not want to take the time to read it in full for your com- 
ment at this time, but IT might point out that it relates to a series of 
incidents concerning Mr. Kelloge’s activities in regard to the TVA 
power, and it goes on to say: 

Mr. Kellogg is president of the Edison Electric Institute, formerly the National 
Mlectric Light Association. IT have known this agency intimately for over 25 
vears. It has been investigated over and over again by Government. The last 
investigation by the Federal Trade Commission left it with such poor standing 
that it changed its name. To have Mr. Kelloge, its president, active in power 

itters for OPM, is about the equivalent of having the president of the National 
Manufacturers Association in your position as head of the labor division. 

Mr. Keatine. Who is the writer of this letter / 

Mr. Goupsrers. This was an employee of the OPM, the Office of 
Production Management, Mr. Morris L. Coke. I might say that the 
problem was brought to Mr. Cooke’s attention on the basis of a dis- 
ussion with Mr. Milo R. Maltbie, chairman of the Public Service 
Commission of the State of New York. Then there was a discussion 
that related to ALCOA and the TVA. 

Mr. Kearine. Was he writing as a Government official ? 

Mr. Gouosrern. Yes. And Mr. Kellogg 

Mr. Keatine. Of course, we know who Mr. Hillman was. But this 
ventleman was acting in what capacity é 

Mr. Gotpsrrin. At that time he was head of the OPM. or one of the 
divisions of OPM. Then Governor Maybank of South Carolina also 
brought the matter to their attention. 

Mr. Krearrnc. Was Mr. Hillman the one who hired this man / 

Mr. Gotpstre1n. No, sir; I understand not. 

Mr. Keating. He was an employee of the OPM? 

Mr. Goutpsrein. Yes. Mr. Cooke is bringing it to the attention of 
the head of OPM for official action. 
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Mr. Srevens. I think it should be shown for the record that the 
matter brought to their attention was all hearsay, and there was not 
ing that the author of the document was able to report first-hand. 

Mr. Govpsrern. Lam not quite sure that that isso. It says: 

Hon. Milo R. Maltbie, chairman of the Public Service Commission of the 
Stute of New York, has sent me a copy of his letter to you dated May 5 in regard 
to the activity of Charles W. Kellogg, chief consultant, Heat, Light and Power 
Unit. Office of Production Management in seeking to obtain from the Pu) 
Service Commission authorization for a special intrastate rate for electric sery- 
ice for the Aluminum Co, of America. 

Mr. Srevens. In other words, Mr. Cooke was reporting on whiat 
Mr. Maltbie said in his letter. 

Mr. Goupstein. That is correct, sir. 

Now, do you care to comment on that type of activity, as to whether 
or not it is indicative of what may happen to trade-association ein- 
plovees as distinguished from members in the Government / 

Mr. Morison. Well, again, I think that if you examine what we are 
after in getting advice, you will recognize that the man, whose object 
in life is to carry on a trade association to accommodate people in a 
particular industry to advance their community of interest, is not 
the kind of man whose qualifications from that type of activity would 
normally fit him for giving the kind of advice which the Government 
needs day by day in its industry committees. 

Mr. Keatine. Well, the same is true, if you take a man out of a 
specific company and put him in Government service, if the interests 
of that specific company become involved in his decisions, he may 
have a tendency to favor that company with which he still has his 
connection, isn’t that so? 

Mr. Morison. Mr. Keating, I was addressing my remarks to quali- 
fications, Which I think are essential. I mean, I think that there can 
be a lot 

Mr. Keatine. Well, the long and short of it is his honesty and de- 
sire to do the thing that is right. 

Mr. Morison. No. I have nothing to say about that, I am assuming 
honesty. but Iam just saying that the mental quality-—— 

Mr. Keating. I don't consider it honest to be representing the 
United States Government and still at the same time to be furthering 
the interest of any one individual company or any one group of com 
panies. 

Mr. Mortson. You are quite right. 

The reason I was speaking of qualification was that leaving these 
matters, which I think, of course, are basic, there is no question about 
that, you are quite right in that—— 

Mr. Kearine. Well, there is a danger there that vou always en- 
counter with WOC employees / 

Mr. Mortson. That is right. 

Mr. Keatine. On the other hand, we must not penalize all of them 
or stigmatize all of them because there are, of course, a great man) 
who have given unstintingly of their time and efforts and patrioticalls 
and who do conscientiously represent the best efforts of the Govern 
ment in all of their decisions, and are ready to efface any possible 
personal interests which they may have. 

Mr. Morison. Yes, sir. 

Mr. Keatine. You recognize that just as well as this committee. 

Mr. Morison. That is right. 
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Mr. Goupsrets. [ would like to have this letter dated May 6, 1941, 
made a part of the record: 


& 
Exurpit No. 14 


OFFICE OF PRODUCTION MANAGEMENT 


OFFICE MEMORANDUM 
May 6, 1941. 
To: Sidney Hillman. 
From: Morris L. Cooke 
Subject: C. W. Kellogg. 

1. Hon. Milo R. Malthie, chairman of the Public Service Commission of the 
State of New York, has sent me a copy of his letter to vou dated May 5 in regard 
to the activity of Charles W. Kellogg, chief consultant, Heat, Light and Power 
Unit. Office of Production Management, in seeking to obtain from the Public 
Service Commission authorization for a special intrastate rate for electric serv- 
ice for the Aluminum Co, of America. 

» Yesterday IL heard indirectly that Mr. Kellogg had interceded with the 
TVA authorities to cut a rate which the Authority had quoted Alcoa. Atten- 
dant circumstances made this incident even more inopportune than the one 
Dr. Malthbie reports 

Hon. Harry Slattery, Administrator of REA, advises me that Governor 
Ma\bank of South Carolina reported to him a recent conversation with Mr. 
Kellogg in which he advised that current developments at Santee Cooper should 
he turned over to certain large industries in the neighborhood and when their 
requirements are satistied that any balance be sold to the private utilities, 
i.e, the Georgia Power Co, and the private power company in South Carolina. 
This would go counter to the provision of the acts under which Santee Cooper 
was built which gives public and cooperative power enterprises first call on the 
energy developed. 

Mr. Kelloge is president of the Edison Electric Institute formerly the Na- 
tional Electric Light Association. I have known this agency intimately for 
over 25 years. It has been investigated over and over again by Government 
The last investigation by the Federal Trade Commission left it with such poor 
stunding that it changed its name. ‘Lo have Mr. Kellogg, its president, active 
in power matters for OPM is about the equivalent of having the president of 
the National Manufacturers Association in your position as head of the Labor 
Division. 

Morris L. CooKke. 

Mr. Goupsrers. | wonder if on the basis of this discussion whether 
the Department of Justice would be prepared to recommend that a 
policy regulation be adopted similar to the one which the War Pro- 
duction Board adopted in 1944, which was in personnel bulletin No. 
10, section 2 thereof, and which reads as follows: 


Therefore no paid executive of a trade association may be employed by the 
War Production Board in any capacity. 

Would you care to comment on whether or not that would be a desir- 
able type of regulation of personnel policy at this time / 

Mr. Mortson. Well, Mr. Chairman, adverting to my job as head 
of the Antitrust Division, I think one of our greatest sources of trouble 
has been trade associations and the people who run them. 

Now, with reference to qualification, as 1 have tried to point out, 
[ don’t believe these people are as well qualified; as a matter of fact, 
I think they are less qualified than men who are actually engaged 
in industry whose advice we are seeking. 

I think the question is one which I am not in a position to answer. 
I think it is one for the operating people, who have the problem 
beforethem. I certainly would not oppose it. 

The Cramman. Would you have that suggestion considered / 

Mr. Morison. [certainly will, sir. 
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Mr. Gorpsrerx. Now, along that line I might point out, just in 
case you wish to comment upon it, that the subcommittee has, in its 
research, found that there are a great many WOC employees of the 
Government who are executives of ‘trade associations. 

Along that line we have found Mr. Max Schlossberg was the acting 
chief of the Scrap Iron and Steel Section of OPS, and he was national 
director of the Institute of Scrap Iron and Steel, and Mr. Sears, vice 
president of the Rubber Manufacturers Association: is in the Office 
of the Administrator of DPA. 

The Cuairman. Is Mr. Sears still in that position or has he 
resigned 4 

Mr. Gotpsrrein. He is according to the tables supplied the subcom- 
mittee by DPA. Charles W. Halligan, assistant treasurer of the 
Rubber Manufacturers Association, is a WOC with the Office of the 
Administrator of Defense Production. 

John A. Clausen is in the Pig Lron Section of NPA, and is employed 
by the American Iron and Steel Institute. 

William F. Betts, assistant to the chairman of the car-service divi 
sion of the Association of American Railroads, and Mr. Caleb R. 
Megee who is also with the Association of American Railroads, are 
WOC’s with the Defense Transport Administration. 

The Cuairman. Are those paid employees / 

Mr. Srevens. I think the record does not show that. I think the 
record merely shows the title 

Mr. Gonpsrerx. Well, sir, let me submit then, at this point, a docu 
ment which was submitted to this subcommittee by the Defense Trans 
port Administration. 

(The exhibit referred to follows :) 


Exurpir No. 15 
RAILROAD TRANSPORT TASK GrRoUP 


Chairman: C. R. Megee, vice chairman, car-service division, Association of 
American Railroads, Transportation Building, Washington, D. C. 

Secretary: William Betts, assistant to chairman of car-service division, Asso 
ciation of American Railroads, Transportation Building, Washington, D. C 


EASTERN DISTRICT 


W. C. Baker, vice president, the Baltimore & Ohio Railroad Co., operation and 
Inaintenance, Baltimore and Charles Streets, Baltimore 1, Md. 

I, A. Dawson, vice president, New York Central system, 230 Park Avenue, New 
York, N. Y. 

ki. J. Stubbs, assistant vice president, Erie Railroad, Midland Building, Cleveland 
15, Ohio. 

H. F. McCarthy, vice president, Seatrain Lines, Inc., 15 Broad Street, New York 
Gb, BW. ¥. 

A. F. McIntyre, chief of freight transportation, the Pennsylvania Railroad Co., 
Broad Street Station Building, Philadelphia 4, Pa. 

R. H. Clare, general passenger agent, Pennsylvania Railroad, Thirtieth Street 
Station, Philadelphia, Pa. 


SOUTHERN DISTRICT 


R. (|. Parsons, general manager, Louisville & Nashville Railroad, Louisville 1, 
Ky. 

Robert K. McClain, assistant vice president, Southern Railway system, Fifteenth 
and K Streets NW., Washington, D. C. 

F. Clifton Toal, general industrial agent, Southern Railroad system, Charlotte 
1, N.C. 
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WESTERN DISTRICT 


t. FE. Sperry, assistant vice president, Chicago, Burlington & Quincy Railroad, 
operating department, 547 West Jackson Boulevard, Chicago 6, Ill. 

if. W. Hale, assistant general manager, St. Louis-San Francisco Railway Co., 
Springfield, Mo. . 

it. E. Mattson, general superintendent of transportation, Northern Pacific Rail- 
way, St. Paul 1, Minn. 
W. Corbett, vice president in charge of operations, Southern Pacific Lines, 65 
Market Street, San Francisco 5, Calif. 

’. J. Lynch, vice president, operation, Union Pacific Railroad, Omaha, Nebr. 

_J. Mahoney, general superintendent of transportation, the Atchison, Topeka & 
Santa Fe Railway, 80 East Jackson Boulevard, Chicago 4, IL. 


SHORT LINES AND OTHER CARRIERS 


M. Hood, president, the American Short Line Railroad Association, - 2000 
Massachusetts Avenue NW., Washington 6, D. C. 

I). C. Berry, assistant to vice president, Railway Express Agency, Second and 
li Streets NE., Washington, D. C. 

Charles E. Woodson, executive vice chairman, store and purchasing division, 
Association of American Railroads, Transportation Building, Washington, 
D. C. 

INDUSTRIAL ADVISERS 


Porter L. Howard, traffic manager, Sun Oil Co., Philadelphia, Pa. 

John B. Keeler, vice president, Koppers Co., 1922 Koppers Building, Pittsburgh, 
Pa. 

A. H. Schwietert, traffic director, Chicago Association of Commerce and Indus- 
try, 1 North La Salle Street, Chicago 2, Il. 

George H. Shafer, general traflic manager, Weyerhaeuser Sales Co., St. Paul 1, 
Minn, 

W. b. Shepherd, general traffic manager, Aluminum Co. of America, Pittsburgh, 
Pa. 

F’. A. Theis, president, Simonds, Shields, Theis Grain Co., Kansas City, Mo. 
Norr.—-The foregoing list comprises the industry members only. At an appro- 

riate time, when DTA is in position to approach the other agencies of the Gov- 

rnment, representatives of the following agencies are to be appointed by their 

respective heads: Departments of Agriculture, Commerce, Interior, and Defense, 

Post Office Department, Treasury Department, and Interstate Commerce Com- 

mission, 


' 
i 
‘ 


Mr. Gotpsre1n. This lists the members of the task group and their 
afliliations, 

|! would also like to submit for the record and indicate that the 
first two people listed, the chairman, Mr. Megee, and the secretary, Mr. 
Betts, are indicated there by their relationship to the Association of 
\merican Railroads and their address is given as the Transportation 
Building here in the District, whereas every other person listed on this 

t, such as the vice president of the Baltimore & Ohio Railroad and 
the vice president of the New York Central System, and so forth, 
ive all listed in terms of affiliation with a particular railroad or other 

dustrial companies. 

Mr. Srrevens. May I ask whether the same is true of all those per- 
sons. All Lam suggesting is—— 

Mr. Gotpsrers. The subcommittee staff has requested that various 
agencies which have groups of this sort bring to our attention the 
names of all the WOC and advisory committee personnel and their 
ifliliations, In every case, normally, we receive the affiliation in terms 
of some business enterprise, and the address is to some business enter- 
prise, whereas, in these two cases I am referring to right now, we find 
the situation shows that they are affiliated with and gives the address 
of a particular association. 
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The Cuamman. I think that the staff might check further into tha: 
and nail this down as to whether or not they are duly paid employees 
of the trade associations, so that we do not have any loose ends insofar 
as the testimony is concerned. Therefore the record will be held open 
for Mr. Stevens and Mr. Goldstein and all the others interested in 
this staff work, so that they can provide that information to make 
themselves clear on that subject. , 

Mr. Wiuuts. Well, Mr. Morison, like Mr. Keating I cannot sink my 
teeth into this problem, but assuming equal qualifications of the em- 
ployee of a trade association and the ‘president of a corporation, what 
is the difference in philosophy and the desirability of the employment 
of a president of a corporation and the nonemployment of trade-asso 
ciation employees Tam honest about that. T would just like to have 
a distinction drawn for me. 

Mr. Morison. I know you are. Let me put it this way: IT don’t think 
because a man has been a paid executive of a trade association that 
that should automatically and forever exclude him from that service. 
Far from it. You may find that men who have served as officers of 
trade associations, paid officers, also have had years of experience in) 
the industry, and they do have the particular know-how that is useful 
and necessary to do good jobs in advising the Government in various — | 
defense programs that are afoot, but the vast majority of trade-asso 
ciation people are not of that class, sir, from my observation, 

Now, people coming in from industry, a man who comes from a 
corporation, if he has a loyalty in private life, that loyalty follows — | 
him into the Government service and that loyalty is to that company. 
But a trade-association man represent an entire industry and prob- 
ably if he is a human being he listens to the dominant element of that 
industry. Therefore, he has ties that may cloud his judgment, re- 
membering that he in normal procedure, will go back to his former 
association, and he would certainly prefer to minimize anything in 
his Government career that would be considered by the dominant 
members of that a as having been detrimental to them. 

So I just think when you are trying—I keep coming back to the ; 
qualifications—if I had the choice between selecting a man who had ~ 
a wide experience in a particular industry, « competing in that industry 
with others, and a trade-association executive, I would take the man =~ 
from industry. I think that you would get a better buy that way 
for what we want to do and must do in our defense program. 

Mr. Kearrna. In the last analysis, whomever you select, the basic 
fundamental characteristic which he must possess is character and 
integrity to represent the people, rather than any particular segment 
of industry, labor, agriculture, or any other group. 

Mr. Morison. That is right. 

Mr. Keating. It is his ¢ haracter, it is his integrity, and in that very 
illustration you have given, if there were one difference in the character 
and integrity of the two before you for selection, you would select, 
would you not, the one whom you felt had higher qualifications in 
those respects. 

Mr. Morison. I would say, Mr. Keating, that I would assume in our 
example that both of them have the highest moral character. I say 
that because I recognize that people w ho honestly strive in the interest 
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of their Government responsibility toward impartiality, all of us, 

are products of our own environments, and what we do in any situa- 
tion reflects our environment and experience and this has no reflection 
upon honesty or integrity. I admit that I am splitting hairs pretty 
closely but I think you know what I mean. Your background and 
association has a great deal to do with the channels in which you 
think. I mean, I know one man who honestly believes that one 
company is the only company which can do a particular job, and that 
it is just nonsense to have industry committees and everything else. 
He believes that throughly and honestly, and he is of the highest 
character and type of American citizen that I know. 

The Cuarmman. Would you put it this way—other things being 
equal, character, and so forth, and the other factors that our distin- 
guished colleague, Mr. Keating, has pointed out, all those things being 
equal, you have these two men, one merely a member of an association, 
a member of good st: nding, and the other a paid executive of that 
trade association—that it would be preferable to select the former 
because he competes with all other members of the association and 
self-interest would require him to keep the competition alive; whereas 
the paid executive is uesd to doing something for all the members so 
that the industry in all segments thereof would be protected. There- 
fore, the tendency would be less likely to be a violation of the antitrust 
law by selecting the first one, the first man, than by selecting the paid 
executive of the association ¢ 

Mr. Goupvsrern. In order to clarify the record, I would like to sub- 
mit the two following documents: 

This one document was submitted to the subcommittee by the De- 
fense Transport Administration, and it shows the name of the man, 
the present position, and then it shows the last or prior position and 
industry connections, if any, and with reference to Mr. Betts it states 
as his last or prior position that he was assistant to the chairman of 
the car-service division, Association of American Railroads, and it 
contains similar information on Mr, Megee.’° 

Mr. Srevens. Those are the two that you just mentioned before ? 

Mr. Goupsrein. That is right. But the other one, the letter dated 
May 5, 1951, to the chairman of the subcommittee from the Defense 
Production Administration contains a listing of its WOC employees. 

It contains an item, a column headed “Private employment,” and 
with reference to Mr. Sears, whose name I mentioned before, it says 
as to his prior private employment, “Rubber Manufacturing Asso- 
ciation, Washington, D.C.” *% 

Now, other names refer to various lumber companies, management, 
institutions, and so forth, but the information which I read into the 
record, sir, is based upon documents which have been submitted to 
the subcommittee. 

Mr. Krarine. Now, in this Railroad Transport list that you iden- 
tified first, the chairman and secretary seem to be representatives of 
associations, and then there follows a long list of members, I take it, 
of an advisory committee. 

Mr. Goupstrin. That is right, sir. It is a so-called task group. 

Mr. Keatrine (continuing). Who are connected with various rail- 
roads; individual railroads. 


* See exhibit No. 90, infra, p. 834. 
See appendix, infra, p. 1021. 
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Now, is the same pattern true in the other ones you mention? Ap- 
parently the way they do it is to name the chairman and the secretary 
of some association, 1n this case both of the Association of American 
Railroads, and then they draw their advisory group from all kinds 
of large and small railroad companies? Is that the way to go about 
it, or should the chairman and secretary be representatives of specific 
railroads? I must confess I don’t know. 

The Cuarrman. This method as used looks as if you simply were 
transferring the trade association into the Government agency be- 
‘ause the chairman and the secretary who run the works in the Gov- 
ernment agency are really the ones who run the works for the trade 
association. 

Mr. Keratina. Well, if you had the president of the Pennsylvania 
Railroad or the New York Central Railroad or the B. & O. Railroad 
and some other railroad at the head of it, is it your feeling that you 
would be likely to get a better administration ? 

The Carman. I would rather put it this way—I would exclude 
the employees of the trade association completely. Do you not think 
that it would be better ? 

Mr. Keartine. I had not reached a conclusion in my mind. There 
would be, of course, some danger on the other side of it—some feeling 
of rivalry between the various companies. There might be some dan- 
ger of intercession by the head of one particular outfit with the head 
of the agency—it might be felt that he was giving some preference 
to his own company. 

The CuamMan. Would not the answer to that be that the chairman 
might well be a Government employee, that is, a permanent em- 
ployee? 

Mr. Keatinc. That is still the case. 

The CuairmMan. And all of the others advise him ? 

Mr. Wuuts. The area of selfish interest in the case of a railroad 
president is much more limited than the area of selfish interest in the 
case of the others. 

Mr. Keatina. Perhaps that is true. 

The CuairMan. I think it would be well, therefore, to eliminate— 
I am sort of thinking out loud now—the paid trade-association em- 
ployee or executive. 

Mr. Keatine. As the head of the group? 

The Cratrman. Certainly he should not be at the head. 

Mr. Krarine. In other words, you do not contend that they should 
throw all of these people out that know something about running 
railroads ¢ 

The CuarrmMan. No; I do not say that. 

Mr. Keratine. To head the thing up it might be advisable to have 
a regular career employee as the chairman, rather than a trade-asso- 
ciation executive. 

The Cuamman. And all of the other members of the committee who 
are supposed to be the advisory committee just do the advising so 
that the policy making would remain in the Government and not other- 
wise. 

Mr. Keatrnc. Would you have in that, in relation to technical mat- 
ters, such as railroad transportation, someone of a career status who 
knew the subject? You could not put a greenhorn into that position, 
a fellow running a housing agency or running an agricultural activ- 
ity—you could not have him step in and head up that transport task ‘ 
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The CuamMan. It is difficult. I do not know that we could come 
up with the complete answer. I think we have the right to point out 
our own Views on it, namely, that they should not have that authority. 

Mr. Stevens. To tie this down, is it your opinion, Mr. Morison, that 
a paid executive of a trade association which is representative of an 
entire industry would be more apt to favor the dominant members of 
the industry than would a full-time employee of one of the dominant 
members of the industry ? 

Mr. Morison. I believe that has been established. This tendency 
might give you an idea. I am advised, and I know from my experi- 
ence in World War II, that trade-association executives actively 
sought to get themselves on industry committees. On the contrary, 
individual members of industry felt that it was a patriotic duty and 
they had to be called. There is nothing improper in that, but trade 
association executives in the general nature of the programs of their 
associations saw the importance for their organization in being an 
integral part. 

I do not think that is what we are looking for in the advisory 
srocess. I think the kind of mind that comes out to make the contri- 
bution does not have the qualities of advice that we need. Again, I 
cannot throw off my experience in antitrust of the great difficulty we 
have had in the trade-association scheme of things. Thirty percent 
of our suits, our complaints, involve trade-association activities. So 
I take a rather skeptical view of it. 

I also believe this, too, very firmly, that if you are looking for ex- 
perience and know-how for advisory committees there is a vast reser- 
voir of it and you do not have to go, except in unusual cases, to trade- 
association executives to get it. 

Mr. Keatrinc. Have you expressed those views to any of those in 
authority who appoint officials of this character ? 

Mr. Morison. I have not, sir. The only thing I have done is to 
write a letter to Senator Maybank in response to an inquiry which he 
had addressed to the Department about the matter. A copy of my 
letter expressing the same view was filed with your subcommittee this 
morning. 

Mr. Keating. Do you know whether Mr. McGrath has made any 
representations, either to the President or to the heads of any execu- 
tive agencies in this regard ? 

Mr. Mortson. I do not, sir. Asa matter of fact, I assume that any 
matter like that would be my bailiwick. It would generate with me. 
Mr. Fleischmann and I have had some informal conversations. It 
has never been formalized because as I understand, at least at this 
point, it has not become too serious a problem. 

Mr. Kearrnc. Has the same pattern been followed, do you know, 
in other activities which we have had here in the transportation field 
of putting trade association executives at the top? 

Mr. Morison. I do not know the answer to that. 

The CHamMan. I am going to have the staff read to you from the 
minutes of the task group chairmen and secretaries, National Security 
Resources Board, Defense Transportation Administration, task groups 
for domestic transport and storage. F 


U See exhibit No. 9, supra, p. 184. 
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Mr. Govpsrern. I might say that these are the minutes of a meeting 
held on February 9, 1951, pr obably i in accordance with your suggestion 
or the Department's ; suggestion, contained in the letter of October 19, 
namely, that the chairmen of the advi isory groups be employees of the 
Government, without distinguishing between WOC and full-time 
employees. 

We find on page 2 of the minutes that the general counsel, “Mr. 
Silver explained to those present the requirement as to their taking 
an oath as incoming staff consultants.” And among those present are 
Messrs. Betts and Megee, vice chairman and secretary of the task 
group referred to. 

And then we find on page 8 that the chairman, the “general chair- 
man” of the DTA, Colonel Johnson, pointing out that— 

The swearing in of these chairmen and secretaries has, in fact, made them 
Government officials with the task group members and experts including sub- 
committees, at their disposal. 

Sir, would you care to comment on whether or not by swearing in 
the chairman of the task groups as WOC personnel, after the task 
group has been formed, could be considered an evasion, although I 
dislike using the word? 

Mr. Morison. I think they certainly misunderstood the spirit and 
intent. I think the committee, in view of our discussions, will realize 
it is apparent that they had. That is as bad as the example we had 
in World War II in which we insisted on a chairman in a certain im- 
portant industry committee in the Defense Establishment, so they took 
a young second lieutenant and said, “You are the chairman. Get a 
Coca-Cola and we will get the business done.” 

The Caiman. In other words, to satisfy 

Mr. Morison. The formal requirements 

The CuairMan (continuing). Of your department that they had to 
have Government officials they turned around and made these indi- 
viduals by mere oath WOC men. Would you not call that a rather 
unique method of circumventing your regulation ? 

Mr. Morison. I do not know whether their purpose was to circum- 
vent, but I certainly think they are lacking in enlightenment on the 
spirit and intent of what we are trying to do. 

Mr. Gouostretn. They took an oath as WOC consultants of the De- 
fense Transport Administration. 

Mr. Keatine. When did this come to your attention, just today ? 

Mr. Morison. This is the first instance I have heard of it, sir. 

The Crairnman. Do you not think that you ought to look into that? 

Mr. Mortson. I certainly shall, Mr. Chairman. 

The Cramman. I think you should get a copy of this entire record 
of the proceedings on that day, Friday, February 9, 1951. I think it 
is well for you to check on that. 

Mr. Morison. I certainly shall. The tragedy of this thing is this: 
These men may honestly be doing a good service to the Government 
and to that agency and any other agency that asks men to render 
patriotic service. 

The Cuairman. There is no charge of any sort made here. We do 
not want to do anything like that. All we want to do is to see to it 
that if you prepare a regulation that there ought to be an honest 
effort made to abide by the regulation. If it is an improper regula- 
tion or does not adequately meet the circumstances and complaint is 
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made, then you might revise your judgment and change the regulation 
but, certainly, regulations are made to be abided by and circumlocu- 
tion should not be made to avoid comply ing with the regulation. 

Mr. Morison. You are quite right. This: agency by taking this t ack 
has subjected those people to the possibilities ‘of antitrust prosecution. 

The Carman. You are going to check on this, are you not? 

Mr. Morison. Yes, sir. 

The Cuamman. I would appreciate it if you would give us the 
result of your checking and your conclusions.” 

Mr. Morison. Yes. 

Mr. Kratinc. Do you mean by that last statement that they have 
been subjected to possible prosecution, that action which they took 
before they were sworn in might subject them to prosecution, whereas 
if they did the same thing after they were sworn in as Government 
employees then it would not subject them to that / 

Mr. Mortson. No, sir; I do not mean that at all. I mean that in the 
arrangement that they had before they adopted this device obviously 
they were not complying with the spirit and intent of our basic and 
minimum requirements for industry committees, and their attempt 
to comply in a way that appears to be a subterfuge did not insulate 
them any further because 

Mr. Keartne. You mean that it might be used as evidence in a 
prosecution, in the nature of an admission against interest or action 
against interest, the fact that they had themselves sworn in? 

Mr. Morison. What I mean is this, an industry committee that 
conforms to the requirements we have set out, those members unless 
they go beyond those requirements certainly are protected in what 
they do for the Government: but if, in the establishment of industry 
committees these minimum requirements are not followed—these men 
may be perfectly honest but if from that there should flow combina- 
tions, agreements in restraint of trade—they could not claim the pro- 
tection. That is my point. 

The Cuamman. Mr. Morison, in our inquiry into the allocation 
of steel to certain locomotive builders we discovered that a num- 
ber of these WOC men were sales managers. In that particular in- 
stance they had been sales managers of various stee] companies. 

Do you care to comment on the employment of sales managers or 
assistant sales managers as WOC men in Government service, par- 
ticularly, as to their power to make and control policy ? 

Mr. Mortson. Well, I think I could best answer that by drawing 
on my experience in World War II. I know that a year and a half 
of experience built up from OPM into the War P roduction Board, 
they found out early in the game that it was fairly easy to get sales 
managers because in a pretty tight economy salesmen were a dime 
a dozen and not needed, but they soon found out they had the kind 
of talent they did not want because those people did not have the 
kind of intimate knowledge of the industry that they needed to 
properly perform the Government function. And, secondly, you 
find, of course, these men are in a terrible plight because of their 
interest as salesmen. They are constantly, if in their same industry, 
if they are going to be extremely honest, in the position of having 





@ See appendix, infra, p. 928. 
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to lean over backward for fear somebody will demonstrate that they 
are favoring in allocations and so forth their own particular com- 
panies. 

Mr. Keattne. Their own former customers is what I think you in- 
tended to say. 

Mr. Morison. That is right. 

Mr. Keatrne. In other words, it puts them in an extremely diffi- 
cult position. 

Mr. Morison. An embarassing position. 

Mr. Keatine. When they still have their connection with the old 
company, they do not want to leave the WOC job and go back and find 
that they have lost that customer that they had. On the other hana, 
if there are conflicting interests between that customer and others in 
the industry there is bound to be pressure by the particular customer 
and they are put in an impossible position. 

I think insofar as it is possible to do the job, it does seem to me 
that the sales managers and people who have been in sales positions 
should not be placed in the quasi judicial position of having to decide 
between a former customer and some others who were not customers 
on matters of discretion like allocations and things of that kind. 

The Cramman. I think the statement just made reflects the views 
of the subcommittee. It is very interesting to call attention to the 
facts that we asked for a list of “without compensation personnel” of 
the National Production Authority who were privately employed in 
sales positions before they came into the National Production Au- 
thority. I will read you some of the names and we do not impute 
to any of these individuals any wrongdoing whatsoever—there are 
25 names that I have counted of sales managers and sales representa- 
tives and assistant general managers of sales, and so forth. I will 
change my mind and will not read them. I will put them in the 
record. 

Mr. Keattnea. May I ask the subcommittee staff if it has investi- 
gated it far enough to know whether those men on that list are in a po- 
sition where they must make a decision as between prior customers 
and others who are not customers as to matters which may vantage 
one or the other ? 

Mr. Goupstern. I might say that in some cases we do have the 
information and in some we do not. For instance, we have found 
certain people from NPA’s Iron and Steel Division, in previous tes- 
timony, who are in that position. We have not completed the analy- 
sis of where these people are. We do hope to have that information 
at future hearings. 

Mr. Srevens. Could the record show what agency they are in? 

Mr. Gotpstre1n. The National Production Authority. 

I might ask you along this line whether or not, Mr. Morison, in 
view of your experience in prosecuting antitrust cases you find that 
sales managers are frequently those charged with violations of the 
antitrust laws inasmuch as sales managers are often directly involved 
in price-fixing agreements, and so forth ? 

Mr. Morison. Yes, sir; that is generally true in the price-fixing 
cases, 

Mr. Gotpstern. There is just one other question that I would like 
to ask on the WOC problem at this time, sir. I believe that you were 
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associated with Mr. John Lord O’Brian during the last war in 
WPB? 

Mr. Mortson. That is true. 

Mr. Gotpstern. And you may be familiar with Mr. O’Brian’s 
feelings which later became a policy with reference to the hiring of 
attorneys as dollar-a-year men? I believe Mr. O'Brian’s feelings 
which became the policy was that attorneys should not serve without 
compensation to the Government, that they should sever previous 
connections ¢ 

Mr. Morison. That is right, sir. 

Mr. Gotpstern. Would you care to comment on whether or not 
that sort of program should be necessary at this time? 

Mr. Mortson. I think it is highly desirable. I cannot answer the 
question without knowing intimately the problems that these people 
face. There is only one thing I think we ought to keep in mind, 
and that is, there has been an increasingly difficult job to get the kind 
of high level competency to do this enormous job that we want to 
have done. I think the purpose of the Government is to minimize 
any unusual burdens upon people who honestly want to serve. 

Mr. Keatine. That is right. And this subcommittee should not 
take any steps which will add to that burden or which will tend to 
alienate men who conscientiously, courageously, patriotically want to 
serve their country, from doing so. 

Mr. Morison. That is right. 

Mr. Keating. On the other hand, we do have an obligation to insure 
that there is not a conflict of interests between those who are chosen 
to serve their Government and any obligations which they might have 
in their private life. 

Mr. Morison. That is right, sir. 

Mr. Keating. We have a very difficult problem and we must be 
careful and vigilant to try to reach the fair and right result. 

Mr. Morison. We are in quite a different situation from the one in 
which we were in World War II where we had total mobilization and 
Pearl Harbor spurring us on. There was a greater spirit of willing 
sacrifice on the part of business people, professional people all over 
the country. Unfortunately, maybe it is human nature, but you do 
not have the same type of response in the situation we are in today. 

My own answer to it is that I think it would be preferable, if I were 
in private practice and wanted to come and serve my Government, to 
resign from any associations, release my clients, come here, and be a 
Government employee. I would prefer it that way. 

Mr. Keartine. If you are elected to Congress you do not have to 
release any clients. They are gone. 

Mr. Gotpstern. Mr. Morison, I would like to pass on briefly to the 
industry advisory committee area which you discussed in your testi- 
mony earlier this morning. 

As you are aware, section 701 (b) (ii), which relates to the industry 
advisory committees, speaks of members, and section 709 of the act 
talks about the coammallanadhain of regulations after consultation with 
the various industry groups and speaks of trade association repre- 
sentatives, as being one of the consultants in that case. I wonder if 
you would care to comment on whether or not there might be a neces- 
sity for a legislative change there, because of the apparent distinction 
between trade association members and representatives ? 
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Mr. Morison. Yes, sir, I think that is an area which could be cleared 
up. I think it creates an area of doubt, misunderstanding, that could 
easily be cleared up by amendment. 

Again, I think the Congress was directing the thing we have been 
talking about. Any area of know-how which has a contribution to 
make in advice should be open; but I do not think it intended to mean 
that you were forced, as a mater of format, to include trade associa- 
tion representatives in view of the objections that I have enumerated 
here. 

The Cuatrman. Do you not think you might write a communica- 
tion along those lines to the chairman of the Banking and Currency 
Committee now considering possible amendments to the Defense Pro- 
duction Act ? 

Mr. Morison. I will be glad to do so, Mr. Chairman. We had dis- 
cussed this, as a matter of fact, in the general formulation of amend- 
ments to the act. 

The Cuamman. And let us have a copy of the letter you write? 

Mr. Morison. Yes. 

Mr. Stevens. I think in order to make the record perfectly clear, it 
should be shown that the statutory provision to which we have been 
referring states this, and I would like to read that one sentence: 

Any rule, regulation, or order, or amendment thereto, issued under authority of 
this act shall be accompanied by a statement that in the formulation thereof there 
has been consultation With industry representatives, including trade association 
representatives— 
and it goes on. That is the end of the quote. 

The point I wish to direct your attention to is this, would you con- 
strue that as not requiring consultation with the executives, these em- 
ployees of trade associations, but rather requiring consultations with 
company representatives who are members of trade associations 4 

Mr. Morison. Well, I think that is a question of how you get the 
slant of the association. If vou can get it by talking to people who 
are also members of the association that is all right. but I would as- 
sume, in general, it means that you want the official trade association 
point of view. ; 

Mr. Keatine. What page is that ? 

Mr. Srevens. That is page 24 of the act. It is that which you think 
is undesirable and should be changed by legislation ‘ 

Mr. Morison. I think the point to which counsel was referring was 
the apparent inconsistency in the language between the employment 
and the necessity of including on advisory committees representatives 
of trade associations as members of advisory committees. Is that not 
what vou were directing attention to? 

Mr. Goupsrer1n. It is trade association members as distinguished 
from exectitives. 

Mr. Morison. That is right. 

Mr. Srevens. Then you do not recommend a change as to this pro- 
Vision, the provision requiring consultation with representatives of 
trade associations ? 

Mr. Morison. I think that is a matter of legislative policy. I would 
not want to comment on it. 


43 See appendix, infra, p. 927. 
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Mr. Gotpsrern. Maybe I was misunderstood. My point was that 
section 701 (b) (ii) seemed to be clear in saying trade association mem- 
bers, which would be consistent with the discussion we have had this 
morning on the desirability of members as agafnst executives. 

In section 709 the words “trade association representative” appears. 
The question that I meant to ask was whether or not the word “repre- 
sentative” was misleading in this case in the sense that it might indi- 
cate a paid employee as distinguished from a member. . 

Mr. Morison. I see what you mean. In other words, it makes it 
restrictive. 

Mr. Govpsrein. That is right. 

Mr. Morison. Only to the really paid executives of trade associa- 
tions, rather than members. I think possibly that is misleading. 

What is intended here, I think, is to find out what the trade asso- 
ciation members of trade associations want, what they think is prop- 
er. It may be that this language, because it is misleading, restricts 
the Government in the way in which it can ascertain that. I do not 
think that should be. 

Mr. Gotpste1n. I would like to ask this question, sir. In your let- 
ter of October 19 you referred to the necessity or requirement that 
minutes be kept of industry advisory committee meetings. Would 
you consider a policy of not making minutes of meetings available 
to either the Department of Justice or to the Congress, based upon 
the fact that the members of the advisory committee were not advised 
that the minutes would be put to any public use—would you consider 
that a proper following of your point of view on the keeping of 
minutes ? 

Mr. Morison. I do not think so, no, sir. 

The Cuairman. What is your answer? 

Mr. Morison. No, sir, I do not. 

The Cuatrman. You think those minutes should be made available 
to congressional committees like this one, unless they contain highly 
classified material or something of that sort which I do not think 
we should ask for. And if the head of a department, such as the 
Defense Department, says that it would divulge highly classified 
material, I do not think we have a right to have it and should not 
demand it, but, ordinarily, do you not think that we should have 
access to these minutes ? 

Mr. Morison. I think the purpose of keeping the minutes is two- 
fold: One, certainly it is a Government document to see what advice 
the industry representatives have made to the Government. [ think 
as a Government document it should be available and useful to 
the executive department of the Government, not only in formulat- 
ing the programs which are discussed, but certainly from the point of 
view of the Department of Justice we have an interest in it to see 
if these industry committees are being conducted in a proper manner, 
if they are really responsive to giving advice and not setting policy 
and not directing the activities of an agency. 

Mr. Keatitnc. You have not answered the question. Should they 
be made available to the legislative branch ? 

Mr. Morison. I beg off from answering that aspect of your 
question. ‘ 

Mr. Kratine. You do not feel that you know enough about it yet to 
make a statement ? 
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Mr. Morison. : 1 really do not. 

Mr. Kearinc. Y ou know the difficulty we sometimes have encoun- 
tered on the legislative side when we wanted to get information. 
We are faced with an Executive order not permitting us to have it. 

Mr. Morison. Yes, sir. 

Mr. Krarine. Will you be kind to us when they ask your advice as 
to whether this ought to be given to us and give us, at least, all of the 
breaks that you feel we are entitled to! 

Mr. Morison, I certainly will. 

The Cuairman. That has some real bipartisan spirit. 

Mr. Monrtson. That is right, sir. 

Mr. Stevens. Would you not say that, if the members of the ad- 
visory group are partic ipating in the meeting and did not know that 
minutes were being kept, notice to them of the contents of your letter 
of October 19 was not fully given ¢ 

Mr. Mortson. No; I do not think so. Certainly, it is perfectly 
proper if you take governmental employment that ‘the executive de- 
partment Is going to review what you do. You are performing a 
governmental function, and to say that you must have notice that what 

oes on in those meetings, that the intelligence about that is to be 
fimited 

Mr. Stevens. I do not think you got my question. 

Mr. Kreatinc. The stenographer was in the same room, she was not 
in a different room with an open door or anything like that? They 
were all right there together ? 

Mr. Stevens. Is it not true that in order to comply with your letter 
they should be informed about the agenda—all of these require- 
ments—that minutes are to be kept, is that not something that every- 
body should know ¢ 

Mr. Morison. I do not think it is essential. I think it is perfectly 
all right to say so. I would assume, for instance, if you were the 
director of a corporation, that it is perfectly proper for you to assume 
that a record will be made of that meeting for the purposes of the 
corporate officers and even for the stockholders. 

This is not something new or novel to men who attend industry 
advisory committees. As a matter of fact, they have made requests 
that these minutes be published, that they be turned over to trade 
associations and trade journals. So I think really that does not 
present any difficulty. 

Mr. Wiuiuts. Mr. Chairman, I want to refer again to this list of 
without-compensation personnel, the 25 people, sales managers, and 
so forth. I fail to grasp this point. Is it your contention, Mr. Mori- 
son that the employment of these people violated the spirit or the letter 
of your letter of October ? 

Mr. Mortson. No, sir, I have made no such statement. 

The Cuairman. I will say this, for fear there may be some mis- 
construction placed upon the use of the names in the record, we will 
withhold them tempor arily from the record. 

Mr. Gorpsrer. Turning to your letter of March 15, which was your 
follow-up to your letter of October 19, it directed attention to certain 
practices such as: committees meeting without the benefit of Govern- 
ment chairmen. Was one of the instances of committees meeting with- 
out Government chairmen that came to your attention, meetings s of the 
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National Petroleum Council, the advisory group of the Petroleum 
Administration for Defense ? 

Mr. Morison. Yes, sir, among others. 

Mr. Gotpstern. That was one of them. 

I would like to ask to have placed in the record a release dated June 
4, from the Petroleum Administration for Defense, in which the func- 
tions of the National Petroleum Council are outlined, in which it is 
stated that such activities, the activities of the National Petroleum 
Council have the concurrence of the Attorney General. 

I note that in that release there is no reference made to the lack 
of a Government chairman, and I wonder if it is accurate to say that 
this does have the concurrence of the Attorney General ¢ 

Mr. Morison. I would like to defer answering that, because I am 
unable to answer. The Attorney General is out of town. We have 
had a series of discussions with the Interior Department about this 
problem. There was a recent meeting which I did attend and in 
which I objected very strenuously to the Petroleum Council or any 
other advisory committee in this defense establishment from pro- 
ceeding without Government chairmen. Exception was taken to 
that because it was pointed out that such a scheme worked in the 
last war. There was a Petroleum Council in the last war, It may 
very well be that this issue has been decided that, for reasons of the 
eflicacy of the plan, the way it operated in the last war, an exception 
in this case is being made, but I do not have the final word on it. 
So I am not able to answer that. 

(The release dated June4, 1951, is as follows :) 


Exursit No. 16 
June 4, 1951. 
NATIONAL PETROLEUM COUNCIL, 


Room 601 Commonwealth Building, 
Washington, D.C. 


DIRECTIVE TO THE NATIONAL PETROLEUM COUNCIL 


GENTLEMEN: As you know, for some time I have been discussing with the 
Department of Justice the functions, organization, and methods of operation of 
the National Petroleum Council. With the concurrence of the Attorney Gen- 
eral, I am herewith prescribing the following basic directions to govern the 
Council: 

1. Lhe Council shall act solely and exclusively in an advisory capacity to me 
both as Secretary of the Interior and Petroleum Administrator for Defense, 
and to my representatives in the Department of the Interior and in the Petroleum 
Administration for Defense ; 

2. The Council shall not make recommendations with respect to specific allo- 
cations of supplies or materials, or the use of facilities to or among individual 
units of the petroleum industry. At such times as it is necessary in the dis- 
charge of my responsibilities under the Defense Production Act of 1950 for me 
to obtain recommendations with respect to such allocations or uses, I shall appoint 
special industry advisory committees headed by appropriate full-time Govern- 
ment officials for such purposes. 

3. The Council shall make provision for the transmittal of minutes of its 
meetings through me to the Attorney General. 

Winle the foregoing directions represent no material change in the conduct 
ot the Council, it is desirable at this time for me to state them in this positive 
form so as to obviate any question with respect to the limitations upon thé scope 
of the activities of the Council. 

Insofar as the details of its procedures and methods are concerned, I shall 
expect the Council to continue to function as it has in the past. 

Sincerely yours, 
Oscar L. CHAPMAN, 
Secretary of the Interior and Petroleum Administrator for Defense. 
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The Cuaimman. That is perfectly all right, but you will confer 
with the Attorney General; and, if you feel that you would like to 
give an additional answer, you may do it. The record will be kept 
open for that purpose. “ 

Mr. Gotpstein. I would like to point out and ask at this time, in 
view of the fact that the so-called Mother Hubbard suit has been dis- 
missed that is, the suit against the Petroleum Institute and the various 
petroleum companies, whether or not in comparing the list of the de- 
fendants against whom the suit was dismissed you find, also, they are 
identical with the members of the National Petroleum Council ? 

Mr. Morison. I have not made that comparison, but, of course, in 
that omnibus suit against the American Petroleum Institute and the 
members of it, it includes every major oil company in the United 
States. So, I would assume that there is representation on the council 
from among those defendants. 

Mr. Gotpstrin. Now, if I may go to the problem of the task groups, 
there is the explicit authority in the Defense Production Act for in- 
dustry advisory committees, and there are special requirements set 
up for them. The subcommittee’s staff has been doing some research 
work which indicates that a great deal of work is being done by so- 
called task groups or forces. 

I wonder if you could tell us if there is any actual authorization for 
these advisory bodies the so-called task groups or forces? 

Mr. Morison. There is not, sir. 

Mr. Goupstern. And, therefore, there is no requirement that the 
task groups be representative in character in the same manner which 
is specifically set out for industry advisory committees? 

Mr. Morison. Let us put it another way. We have disapproved 
the use of task forces. Our approach to the problem has been this: 
that, wherever a situation is so grave and so urgent that only the so- 
salled task force could do that which is necessary, it is the kind of 
thing that should be on a basis of consulting with the department, 
and we will give them as quick attention as the needs require, but we 
feel as a general proposition there is a slackening of these minimum 
standards and have indicated that the task force approach is basically 
wrong. 

Mr. Gotpstern. In other words, your position on this is not a new 
one; it is not something that just came up? 

The CHatmrman. You published rules and regulations concerning 
that? 

Mr. Mortson. That is right, sir. There is no mention of task forces. 
I, also, have affirmatively in private conversations with these various 
agencies pointed out, when we had complaints, that the task forces 
were not authorized. 

The Cuarrman. In the case of the National Production Authority 
where task forces are essential, there is a very elaborate list of re- 
quirements as a condition precedent before the task force or group 
can go outside of Washington or can function under any circum- 
stances / 

Mr: Morison. That was an attempt, I think, to minimize our ob- 
jection, and we have not acceded to this modified plan. 





4 See appendix, infra, p. 927. 
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Mr. Goupstern. I would like to call your attention, sir, to a docu- 
ment dated June 4, 1951, from the Defense Transport Administration 
headed “Advisory bodies,” which I will ask the chairman to accept for 
the record. The document was sent to this subcommittee. 

The Cuarrman. It will be made a part of the record at this point. 

(The document referred to follows:) 


Exurisir No. 17 
DEFENSE TRANSPORT ADMINISTRATION 


Washington, D. C. 
JUNE 4, 1951. 


Apvisory Bopies 


In carrying out its responsibilities in the field of domestic transport, storage, 
and port utilization under the Defense Production Act of 1950 and the appro- 
priate Executive orders, the Defense Transport Administration makes use of 
committees and other advisory bodies, the members of which may be selected 
from both inside and outside the Government. The policies and procedures 
governing the use of business advisory committees and other advisory bodies 
by the Defense Transport Administration are set forth in Administrator's Memo- 
randum No. 4, dated January 20, 1951. 

The types of advisory bodies which include representatives from industry are 
as follows: 

1. Business advisory committees. 
. The domestic transport and storage-task groups. 
Special task groups. 
. Conferences. 
5. Industry program committees. 


tie Go be 


BUSINESS ADVISORY COMMITTEES 


Business advisory committees for the individual segments of the Administra- 
tor’s responsibility will be established as needed. Such business advisory 
committees are to perform the duties, required under section 709 (a) of the 
Defense Production Act of 1950, of providing consultation to the Administrator 
prior to the issuance of any rule, regulation, or order, or amendment thereof, 
unless special circumstances render such consultation impracticabie or con- 
trary to the interests of the national defense. Business advisory committees 
must be fully representative of the industry segment to be regulated, including 
representatives of independent small, medium, and large business enterprises, 
different geographical areas, trade-association members and nonmembers, and 
different groups within the industry affected by the proposed rule, regulation, 
order, or amendment. (See sec. 701 (b) (ii) of the Defense Production Act 
of 1950.) 

THE DOMESTIC TRANSPORT AND STORAGE TASK GROUPS 


Railroad transport 

Street and highway transport 

Inland water transport 

Warehousing and storage 

Port utilization 
These are the task groups which prepared, during the period 1949 and 1950, 
recommendations as to plans for the mobilization of the Nation's domestic 
transport, storage, and port systems in the event of war. The process of “con 
verting” these task groups for DTA use has not as yet been entirely completed. 
The chairmen and secretaries of these groups have been appointed as staff con 
sultants to the Administrator of DTA, Eventually the entire task-group struc 
ture, comprising approximately 130 qualified advisers from industry and the 
Government, will become available to the Administrator and the component 
parts of DTA for consultation and advice. The officers and members of these 
tusk groups have been cleared for security purposes, and may handle documents 
of all regular security classifications. As a matter of policy, these task groups 
aud the sources of information normally available to them will be utilized 
whenever practicable in preference to the establishment of new advisory bodies. 
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Generally speaking, however, these task groups are not necessarily so constituted 
as to qualify as “business advisory committees,” and they will not be so utilized. 
(See preceding paragraph regarding business advisory committees. ) 


SPECIAL TASK GROUPS 


Special task groups, consisting of a few specially qualified persons, will be 
appointed from time to time to furnish advice and information or to prepare 
reports on particular assigned problems. 


CONFERENCES 


Conferences, which need not be representative, are called when discussions 
are to be merely exploratory, when the objective is to secure technical informa- 
tion, or when advice or recommendations are sought on matters of limited appli- 
cation. A conference is called for a single meeting. 


INDUSTRY PROGRAM COMMITTEES 


These are committees of individual industries or of appropriate groups of 
carriers and shippers or passengers formed at the specific request of DTA to 
operate at national, regional, State, or local levels, as appropriate, to assist in 
the operation of specific industry programs for traffic movement, conservation, 
effective use of storage space and port facilities, ete., and in connection with 
such “joint action” plans as may become authorized by the appropriate agencies 
of the Government. 

Mr. Gotpsrern. The following language appears in that document : 


By special arrangement with the transportation office, National Security Re- 
sources Board, the Defense Transport Administration obtained the right of direct 
access to the NSRB task groups for domestic transport and storage for the 
areas of responsibility assigned to DTA. 


And it goes on and liststhe DTA areas. Further quoting: 


As a matter of policy, these task groups and the sources of information nor- 
mally available to them will be utilized whenever practicable in preference to 
the establishment of new advisory bodies. Generally speaking, however, these 
task groups are not necessarily so constituted as to qualify as “business advisory 
committees,” and they will not be so utilized. 

I wonder if you care to comment on that ? 

Mr. Morison. I think that is a very grievous violation, and I will 
tell you why. Task forces are very bad instruments. Why? Because 
you select presumably from a competitive industry members from 
among the competition, and you cloak them with Government power 
without Government countercheck on what they do. And you let 
them embark upon programs of their own making to gather facts, to 
walk into the office of their competitor and to see the production 
figures and even the know-how—you permit them to meet anywhere 
in the United States without the Government participating at all. I 
think that we owe it to the other members of that industry not to per- 
mit this sort of offhand body coming with a quasi-cloak of Govern- 
ment into such an enterprise. It is not necessary; it is not needed. 

An industry advisory committee can give the Government all of the 
advice it needs. The representatives of the Government can get the 
facts that they need and act upon advice given and facts gathered 
by the Government. 

Mr. Keatinc. The DTA has used these task forces in place of 
advisory committees. Under the basic law they were authorized to 
have an industry advisory group. 

. Mr. Morison. That is right. 

Mr. Keatinc. They did not comply with that. They went and 

formed this task force, which, of course, was not authorized by the 
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law; and, therefore, standards were not contained in the law to 
govern their activities ? 

Mr. Morison. That is right. 

Mr. Keating. And they have used them to perform such functions 
as they might see fit to perform in place of the industry advisory 
committee set up in the law / 

Mr. Morison. That is right. 

Mr. Kerarine. And the Attorney General thinks, very properly, 
that that isa violation of law, of statute ? 

The Cuarrman. You have the language there: 

These task groups and the sources of information normally available to them 
will be utilized whenever practicable in preference to the establishment of new 
advisory bodies. 

Mr. Kearine. That is the directive of the DTA. 

The Cuatrman. That is the Defense Transport Administration. 

Mr. Keating. When did that come to your attention, just today ¢ 

Mr. Morison. At this moment. 

The CuHairman. This subcommittee is on the job, apparently; is it 
not ? 

Mr. Mortson. It certainly is. 

Let me get myself straight with this subcommittee, who are my great 
strength and arm. 

Mr. Kratine. Do not think I was criticizing you. I did not mean 
that. 

Mr. Morison. I know that, Mr. Keating. What I was adverting to 
was this: I want to tell the subcommittee again why I conceive that it 
is not proper for our job to be that of a cop on the beat—to ferret 
these things out. One, administratively, it is impossible. Second, it 
is not the kind of cooperative effort in the defense agencies that must be 
established if we are to do this job. I think this subcommittee has 
done a great service by pointing these things up. And, when they come 
to our attention, of course, we are going to call it to their attention in 
no uncertain terms. 

The CuHarman. I want to say at this point that we have had the 
best of cooperation from you and your department, also. We have 
worked in the closest harmony. 

Mr. Gcupsrern. Mr. Morison, I think you have made it very clear, 
both in your testimony and in the letter of March 15, that the function 
of the advisory groups should be purely advisory and not policy 
making. 

Mr. Morison, That is right. 

Mr. Gotpsrein. Although it is not the subcommittee staff’s intention 
to belabor the DTA, I should like to read to you, and then ask the 
chairman to accept for the record, the agenda of the Shippers Ad- 
visory Committee of the Defense Transport Administration for Tues- 
day, April 24, 1951, 10 a. m., item 4 of which is: 

Practicability of organizing the car efficiency committees of the Shippers Ad- 
visory Boards to “police” the “10 points” as applied to shippers and receivers. 

And then item 5: 

Need for a “10 point” code for application to the trucking and water-carrier 
industries. 

Then we go on to a new topic in item 7: 

Results obtained from high-demurrage orders. Suggestions for changes to 
bring about greater efficiency in use of freight cars. 
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I particularly wish to underscore “Results obtained from high- 
demurrage orders.” which, of course, relates to pricing. 

And then item 9, the committee discusses the need for a shipper 
representative on the DTA staff, which appears to me as a ques- 
tion of whether or not the advisory committee thinks it advisable as 
a policy matter to hire a shipper representative for the DTA. 

Vould you consider this type of agenda in line with the advisory 
nature of an advisory committee 4 
Mr. Morison. No, sir; I think what you have read answers itself. 


sida ott 


That it is not advisory. 

Mr. Kearina. I think we ought to get the head of this DTA up 
here and have him explain why he is apparently paying no atten- j 
tion to the law that the Congress wrote. If he does not agree with it, : 
he ought to come back and ask that changes be made instead of ignor- 


ing it and going ahead and acting as if he had the authority to write 
the law and administer it both. 

Who is the head of the DTA? 

Mr. Goupsrern. I believe Colonel Johnson, of the Interstate Com- 
merce Commission, or Mr. Knudson. 

Mr. Keartne. Is it planned to ask him to come up here? 

The Cuamman. Certainly, if they intend to put into effect a 10- 
point code. That is a question of policy, is it not ? 

Mr. Mortson. It certainly is, sir; and codes have other serious 
implications, in my mind. 

The Cuairman. Then to police the code, the operation of the code, 
that certainly is policy. 

You would also say that laving down orders to trucking and water 
carriers certainly is a matter of policy, is it not ij 

Mr. Mortson. Yes. 

The Cuatrman. And if they seek to do anything on demurrage 











charges, that is a question of pricing and that is policy and not j 
merely advisory: and then there is the reference to DTA’s employ- : 
ment of a shipper representative. I do not know if it is a paid ship- S 


pers representative, but to put one on the staff, that surely is policy. 
They have gone far beyond what they should have done, is that not 


7 





so? ; 
Mr. Morison. Yes; it appears so. 7 
Mr. Keating. Does DTA have a separate counsel from the Attor- 

ney General, that is, the DTA outfit? Do they have their own coun- 

sel? ; 
Mr. Morison. They have their own counsel, I understand. : 
(The document referred to is as follows :) 4 





Exuipnir No. 18 


SHIPPERS ApDvISORY COMMITTEE WirtH DEFENSE TRANSPORT ADMINISTRATION 
AGENDA, TUESDAY, APRIL 24, 1951, 10 A. M. 


1. Statement by the Administrator 
(a) Purpose of the conference. 
(b) General outline of subjects to be proposed for discussion. 
(¢) Functions of committee in its relation to the Administrator. 
(d) Organization of committee. 
2. Statement by Colonel Johnson. 
3. Status of ICC service orders as aids toward more efficient transporation. 
Suggestions for additional orders. 
4. Practicability of organizing the car-efficiency committees of the shippers ad- 
visory boards to “police” the 10 points as applied to shippers and receivers. 
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. Need for a 10-point code for application to the trucking and water-carrier 
industries. 

. The clean-car problem. Suggestions for solution. 

. Results obtained from high demurrage orders. Suggestions for changes to 
bring about greater efficiency in use of freight cars. 

. Less-carload traffic: Discussion of service difficulties. Appointment of a com- 
mittee to develop a report which may be presented to railroads by DTA 
for their consideration in interest of more efficient handling. 

9. Need for a shipper representative on DTA staff. 

10. The tank-car problem. Its special significance. 

11. Presentation of subjects for suggested consideration at the next meeting of 

the Shippers Advisory Committee. When should such meeting be held? 


or 


10 


D 


Mr. Gorpsrerxn. Continuing with this problem of what items 
should be taken up in advisory committee meetings, I wonder if you 
think it might be an abuse of the advisory committee function if the 
committee participates in determining whether Government loans 
should be granted under the DTA for erecting new facilities? 

Mr. Morison. For the erection of new facilities ¢ 

‘Mr. Goupsrern. Yes, sir. 

Mr. Morison. I think the question of what agency of Government 
makes available funds for the erection of new facilities should relate 
back to the thing I adverted to this morning. When you know what 
the capacity of the producers of this country is and know where 
they are located—if you once have those facts—I think you can 
intelligently embark upon such a program if you find it necessary 
for the expansion of facilities. That is what you meant / 

Mr. Goupsretn. To be more specific, I would like to offer for the 
record a paragraph from the notes on discussion at a meeting of the 
task group for warehousing and storage, at the DTA again, of May 
25,1951, wherein it is stated: 

The chairman then discussed the policy of the warehousing and storage 
division in respect to the granting of defense expansion loans under the Defense 
Production Act of 1950. He stated that insofar as such expansion loans for the 
construction of warehouses of all kinds were concerned, the policy of the 
division was that these loans should be approved only in case of very excep- 
tionai need and that no such cases of extreme urgency had arisen to date. 
He said it was his opinion that, while a general shortage of warehousing space 
on a national basis is recognized by DTA, it was believed that such shortages 
could be overcome through the use of private capital without requiring such a 
loan by the Government, provided encouragement were given in the form of 
accelerated tax amortization and assistance lent in obtaining critical materials. 
He further stated that it was possible that some few isolated cases might 
present problems that could not be solved through the use of private capital, 
but this will probably be a rare circumstance. Members of the task group con- 
curred in this policy and stated their belief that such defense loans should be 
unnecessary insofar as the warehousing industry is concerned. It was further 
recommended that the above stated policy be continued. 

The Cuarreman. That will be made a part of the record. 

(The excerpt printed above is Exhibit No. 19.) 

Mr. Gotpstern. Does that seem to you the type of policy discussion 
or type of discussion, rather, that should be carried on by a ware- 
housing task group ? 

Mr. Morison. It certainly does not. I think it would be proper for 
them to discuss what warehousing facilities there were, but the policy 
of how you should treat with that is certainly not a thing that you 
leave to the industry to discuss. 

Mr. Gorpstrern. Turning for a moment to your general discussion 
on the need for planning in the course of the expansion of our produc- 


80861—51—-ser. 1, pt. 416 





224 STUDY OF MONOPOLY POWER 





tion facilities, I wonder if you would care to comment on several situa- 
tions that have come to the attention of the subcommittee’s staff inso- 
far as this problem relates to the tax amortization certificates or the 
so-called certificates of necessity. 

The first item that I would like to bring to your attention is an ad- 
vance release for the morning papers of Monday, June 4, wherein the 
DPA points out after June 15, new applications will not be considered 
by the National Production Authority except in urgent cases until 
after the present backlog has been processed. 

The release goes on to state the extent of the backlog, and so forth, 
and the tax certification problem. I have in mind a statement in the 
first Attorney General’s report of December 7, which calls for over-all 
programing within industry groups on the granting of tax amortiza- 
tion certificates, and I wonder if by cutting off all certificates after 

June 15 there is a consistency with the policy which the Attorney 
General found so wise in his original statement of December 7. 

Mr. Morison. I think not. Of course, we have no authority in the 
area of tax amortization. Even lacking authority, where we got wind 
of tax amortization problems which we thought affected the question 
of competition—monopoly—we took it upon ourselves to try to advise 
the agency considering it what kind of problems were involved, so 
that the judgment could be made in the light of our point of view. 
But I think again it comes back to what I talked about this morning: 
That unless we embark upon a program which would entail the in- ; 
ventorying of our facilities now in being, their capacity to produce : 
every type of item that is possible, their skills and the skill of their 
manpower and the amount of their manpower, their location with 
reference to an integrated plan of production, I do not see how you 
can consistently pass upon certificates of tax amortization. 

I might say this, too: That a great many of these amortization 
problems were problems of first impression and great urgency. 

We all know that in the beginning of our crisis we had to increase 
the basic metals production, such as steel, and aluminum, and a lot of 
the major portion of tax amortization went in that direction. But, 
again, in the whole field of tax amortization which is nothing more 
than the taxpayers’ money being given to a company, the system is 
wrong, I think, for this reason: The defense establishments which 
have the checks that Congress gives them to purchase needed items, 
contact companies and insist that they take an order; or maybe the 
company may be seeking an order, and then, armed with a large de- 
fense order, they go to another agency and say, “Look, in order to 
accommodate this order which we accepted for the Government, we 
must have expansion, and we want tax amortization to do it, and we 
need it yesterday, we need it immediately, in order that our program 
of financing, and so forth, may go forward.” 

My point is that before you get to the point of giving the order, if 
you have the basic economic facts before you, you may decide that it 
is not absolutely necessary to do it in that way so as to create the need 
for tax amortization. 

I do not want to be misunderstood as suggesting that this country 
does not need to increase its capacity across the board. I think that 
is fruitful and necessary, both for peace and for war, but I say that 
we cannot do it without some sort of a road map. And to date I have 
not seen a road map. 
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Mr. Keatrne. Is it your intention that the same agency which grants 
the order should make the decision as to whether the tax amortization 
is to be permitted ? 

Mr. Morison. Not necessarily, unless the same agency that signs the 
contract for the Government is also responsible for the planning. I 
mean, I do not think you solve your problem by saying the man who 
signs the contract also has to pass upon the tax amortization certificate, 
because lacking any sort of a factual understanding of our economic 
situation, he may say, “Why, sure, I will give you the order and the 
tax amortization in one package,” whereas if he had looked over here 
he would have found idle capacity, or capacity that will be idle in 6 
months when you cut metal orders back, that could have been kept in 
business if the order had been given to it, rather than to increase the 
capacity of an already dominant company, and channel that order 
there where tax amortization might not have been needed. 

Mr. Keatine. Let me get in mind how you think the present set-up 
should be modified to effectuate what you are talking about. You are 
quite right that we have the defense agency signing the contract, and 
then they go and present it to the National Production Authority and 
get this tax amortization certificate. 

How would you alter that ? 

Mr. Mortson. I would only alter it in this way: That the man who 
has the money bags be subjected to some economic planning in the way 
in which that money be used. I would require before the fact that the 
existing production facilities and capacity in this country be known, 
that their planning would have explored the prospect of dividing a 
particular order up so as to utilize existing capacity, and then, having 
made a determination that it could not in part or in whole be done 
in that way, the question of tax amortization for increasing the 
capacity on the erection of new plants by the Government itself would 
come up and could be fairly determined. 

The Cuatmoman. When you use the words “tax amortization,” you 
mean as we say tax acceleration of the tax amortization, because you 
condense 20 or 25 years into a 5-year period. 

Mr. Mortson. That is right. I might say another thing that is 
involved in this which will, in my estimation, remembering World 
War II, dog the procurement agencies themselves; that is after a 
while if they do not adopt this planning they will be stumbling over 
their own feet. I shall give you a hypothetical example. If one 
agency of the Defense Establishment suddenly decides that it has to 
have a tremendous number of tanks, if it makes that determination 
without reference to our over-all requirements and makes a demand 
upon the pool of metals without any reference to a general economic 
plan, you may find that all of that steel is being set aside for tanks, and 
the next morning you find your railroads broken down because you 
have not the cars and rails because steel is directed to tanks. 

The thing that I am calling for, my prime interest, is the preserva- 
tion of our competitive economic system. I believe not only that it 
can, but it should, do that. We cannot win an all-out war unless we 
use every ounce of capacity that this country can get together and 
all of the skills and manpower that we can get. And I point out that 
that same thing as to the matter of production efficiency, of getting 
things delivered properly, is going to occur if this economic planning 

m the broadest scale is not started, and started immediately. 
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tion facilities, I wonder if you would care to comment on several situa- 
tions that have come to the attention of the subcommittee’s staff inso- 
far as this problem relates to the tax amortization certificates or the 
so-called certificates of necessity. 

The first item that I would like to bring to your attention is an ad- 
vance release for the morning papers of Monday, June 4, wherein the 
DPA points out after June 15, new applications will not be considered 
by the National Production Authority except in urgent cases until 
after the present backlog has been processed. 

The release goes on to state the extent of the backlog, and so forth, 
and the tax certification problem. I have in mind a statement in the 
first Attorney General’s report of December 7, which calls for over-all 
programing within industry groups on the granting of tax amortiza- 
tion certificates, and I wonder if by cutting off all certificates after 
June 15 there is a consistency with the policy which the Attorney 
General found so wise in his original statement of December 7. 

Mr. Morison. I think not. Of course, we have no authority in the 
area of tax amortization. Even lacking authority, where we got wind 
of tax amortization problems which we thought affected the question 
of competition—monopoly—we took it upon ourselves to try to advise 
the agency considering it what kind of problems were involved, so 
that the judgment could be made in the light of our point of view. 
But I think again it comes back to what I talked about this morning: 
That unless we embark upon a program which would entail the in- 
ventorying of our facilities now in being, their capacity to produce 
every type of item that is possible, their skills and the skill of their 
manpower and the amount of their manpower, their location with 
reference to an integrated plan of production, I do not see how you 
can consistently pass upon certificates of tax amortization. 

I might say this, too: That a great many of these amortization 
problems were problems of first impression and great urgency. | 

We all know that in the beginning of our crisis we had to increase 
the basic metals production, such as steel, and aluminum, and a lot of 
the major portion of tax amortization went in that direction. But, 
again, in the whole field of tax amortization which is nothing more 
than the taxpayers’ money being given to a company, the system is 
wrong, I think, for this reason: The defense establishments which 
have the checks that Congress gives them to purchase needed items, 
contact companies and insist that they take an order: or maybe the 
company may be seeking an order, and then, armed with a large de- 
fense order, they go to another agency and say, “Look, in order to 
accommodate this order which we accepted for the Government, we 
must have expansion, and we want tax amortization to do it, and we | 
need it yesterday, we need it immediately, in order that our program 
of financing, and so forth, may go forward.” 

My point is that before you get to the point of giving the order, if 
you have the basic economic facts before you, you may decide that it 
is not absolutely necessary to do it in that way so as to create the need 
for tax amortization. 

I do not want to be misunderstood as suggesting that this country 
does not need to increase its capacity across the board. I think that 
is fruitful and necessary, both for peace and for war, but I say that 
we cannot do it without some sort of a road map. And to date I have 
not seen a road map. 
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Mr. Keatrne. Is it your intention that the same agency which grants 
the order should make the decision as to whether the tax amortization 
is to be permitted ? 

Mr. Morison. Not necessarily, unless the same agency that signs the 
contract for the Government is also responsible for the planning. I 
mean, I do not think you solve your problem by saying the man who 
signs the contract also has to pass upon the tax amortization certificate, 
because lacking any sort of a factual understanding of our economic 
situation, he may say, “Why, sure, I will give you the order and the 
tax amortization in one package,” whereas if he had looked over here 
he would have found idle capacity, or capacity that will be idle in 6 
months when you cut metal orders back, that could have been kept in 
business if the order had been given to it, rather than to increase the 
capacity of an already dominant company, and channel that order 
there where tax amortization might not have been needed. 

Mr. Keatine. Let me get in mind how you think the present set-up 
should be modified to effectuate what you are talking about. You are 
quite right that we have the defense agency signing the contract, and 
then they go and present it to the National Production Authority and 
get this tax amortization certificate. 

How would you alter that? 

Mr. Mortson. I would only alter it in this way: That the man who 
has the money bags be subjected to some economic planning in the way 
in which that money be used. I would require before the fact that the 
existing production facilities and ce water f in this country be known, 
that their planning would have explored the prospect of dividing a 
particular order up so as to utilize existing capacity, and then, having 
made a determination that it could not mn part or in whole be done 
in that way, the question of tax amortization for increasing the 
capacity on the erection of new plants by the Government itself would 
come up and could be fairly determined. 

The Cuamman. When you use the words “tax amortization,” you 
mean as we say tax acceleration of the tax amortization, because you 
condense 20 or 25 years into a 5-year period. 

Mr. Morison. That is right. I might say another thing that is 
involved in this which will, in my estimation, remembering World 
War II, dog the procurement agencies themselves; that is after a 
while if they do not adopt this planning they will be stumbling over 
their own feet. I shall give you a hypothetical example. If one 
agency of the Defense Establishment suddenly decides that it has to 
have a tremendous number of tanks, if it makes that determination 
without reference to our over-all requirements and makes a demand 
upon the pool of metals without any reference to a general economic 
plan, you may find that all of that steel is being set aside for tanks, and 
the next morning you find your railroads broken down because you 
have not the cars and rails because steel is directed to tanks. 

The thing that I am calling for, my prime interest, is the preserva- 
tion of our competitive economic system. I believe not only that it 
can, but it should, do that. We cannot win an all-out war unless we 
use every ounce of capacity that this country can get together and 
all of the skills and manpower that we can get. And I point out that 
that same thing as to the matter of production efficiency, of getting 
things delivered properly, is going to occur if this economic planning 
on the broadest scale is not started, and started immediately. 
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Mr. Gotpsrein. Right in line with that and our discussion on the 
tax-amortization problem, are you acquainted with the fact that the 
National Production Authority has issued a regulation—that is, a 
series of regulations—under M-4 construction, “which exempts the 
holders of certificates of necessity from requirements of having to 
go through all of the necessary applications for the construction of 


industrial facilities? Is that not a sort of bootstrap-unprogramed 4 
operation having piled on it unprograming in terms of taking out ; 


necessary materials for plant construction without any review or 
application ? : 

Mr. Morison. What you are saying is that it really ought to start ; 
back where the creek rises, and that is back where I started when I q 

said when you give the defense order that is where the trouble starts, 
if it is not integrated. Obviously, when you get to the end the man ; 
comes in and says, “Look, here is this tremendous order that I have. : 
I have to have tax amortization immediately.” And you give that to 
complete the circuit. You have to recognize that the consequences 
you are talking about are logical and necessary, because the basis of 
the tax-amortization certificate is that it is urgently needed and nec- 
essary that this capacity be made available to produce defense items. 
Therefore, you have to carve out all of the steel and the mortar and 
the lumber and the nails and whatever else it takes, machine tools, 
et cetera, to build the new plant because otherwise it would be per- 
fectly ridiculous to have a tax-amortization certificate and not be 
able to erect your capacity. 

Mr. Goupstrer. In view of the fact that it has been so often said 
and, I believe, even quoted in one of your reports that tax amortiza- 
tion has been on a first-come, first-served basis and not on a planned 
basis: and as a necessary result of that we seem to find that the larger 
groups get larger and the bigger groups get bigger because of their 
ability to come in first: this series of activities, one on the other, are 
they not, in effect, pressuring down that group which you wish to j 
protect in the terms of programing a plan for industrial expansion ? 

Mr. Morison. That is quite right. Again, it would not oceur if ; 
you had the kind of economic planning that I am suggesting, because 
all of the other feasible alternatives are less costly to the Government 
and more productive of spreading the base for the military defense 
of this country and greater in the sense of preserving the competitive 
system that we have for the peace that is going to come. All of that 
could be accomplished and de liver what the Joint Chiefs of Staff say 
we need in quality and quantity when we need it. 

Mr. Gotpstrern. I do not want to put you on the spot, but it has been 
almost a year since we started this mobilization effort and we do not 
have a program. Do you not agree that it is about time we had one? 

Mr. Morison. I think that is a masterpiece of understatement, sir. 

Mr. Kratine. You are speaking of the domestic policy now / 

Mr. Mortson. I am speaking ‘of the _procurement planning, Mr. 
Keating, that I think is essential. Only in part in World War II did 
we do that. Finally we ended up with CMP which embraced some 
of the elements I am talking about, but then we were in total mobiliza- 
tion. The question there was to keep from stumbling over yourself— 
that plan was a mechanical accommodation, not economic planning. 

Mr. Krearinc. The CMP is not in effect fet. 
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Mr. Mortson. I believe it will go into effect on certain items July 
1, such as copper, steel, and aluminum, but that is a part of it. You 
‘annot do a real CMP job until you do this over-all job. And CMP 
is going to be caught in its own trap if it does not go back to the top 
where the money starts, and like a shot of adrenalin goes through the 
whole system. 

Mr. Keratine. Does not CMP contemplate an original decision as 
to how much is to go into tanks and planes and locomotives and every- 
thing else—all major uses of steel ? 

Mr. Morison. It is like a banker who is caught with a valid check. 
He has the check. He has to work out some way to get the money out. 

My point is that vou should not put them in that situation, because 
chaos will result. We have to start at the top before the expenditures 
aremade. It should be planned and we should know how we are going 
to spend the money to effect dispersal of our industry in all sections 
of this country. If you do that the job of CMP is made immeasurably 
easier because you have a balancing of production, you have program- 
ing of production related to every aspect of military needs and essen- 
tial civilian requirements. You do not have these overloadings. 

Keep in mind, Mr. Congressman, that in the midst of World War 
II the Army had to decontract itself twice because it had so many 
orders going in the funnel that none were coming out at the bottom. 
Let us not do that again. 

The Cuarran. I find from the record of May 25, a total of 9,153 
applications had been referred to the Defense Production Adminis- 
tration or to delegate agencies—that is, applications for accelerated 
tax amortization—and of this number 1,570 had been approved for a 
total proposed investment of $5,992,007,000 in expansion of industrial 
facilities needed for the defense effort. A total of 502 applications 
had been denied and 7,081 were still pending for review by delegate 
agencies. 

Would you say that of the almost $6 billion money value in expan- 
sion for industrial facilities, for which tax amortization acceleration 
had been granted, most of them had been granted for the larger en- 
tities in dollar value? 

Mr. Mortson. Yes, sir. 

Mr. Kearine. I do not know whether it is true or not and maybe 
you can enlighten us, but I have heard that in many instances these tax 
amortization certificates were issued and granted after the companies 
had already started construction of the particular facility; in other 
words, that they had it already going but then came in to take advan- 
tage of this law after it was already going, on the ground that it was 
necessary for the defense effort. 

Do you know whether or not that is so? 

Mr. Mortson. I do not. I will say this: That in the second report 
of the Attorney General to the Congress and the President we note 
that as of March 23, tax amortization certificates were granted cover- 
ing facilities valued at $4.152,564,670. This includes in a footnote 
$2,088.136,108 for steel expansion and $251,410,168 for aluminum ex- 
pansion. So that the large part of it went for what I would assume 
is the very essential and necessary prime need to build up those two 

industries, but there is still approximately $2 billion there of other 
tax amortization. 
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The Cuamman. When I said that in dollar value those certificates 
went to the larger entities one has to consider, also, that the minute 
they get this certificate of necessity they can under the directive of 
the National Production Authority construct their plant immediately. 
They have that which is almost equivalent to a directive, so that these 
large entities can build almost willy-nilly when they have these certifi- 
cates of necessity. And to the extent that they are large they become 
larger, and then to that degree they militate against the small opera- 
tions. 

Mr. Mortson. That is right. 

Mr. Gotpstetn. To your knowledge has the basis upon which these 
certificates have been granted been along any line devised to avoid 
undue expansion of facilities of dominant preducers to the disad- 
vantage of the small competitors? 

Mr. Morison. As I say, we got in this by main strength and awk- 
wardness, because we were concerned about it. We had no position 
in it. We have no authority to control it, but we did just knock the 
door down and say, “At least you will have to read what our views 
are about this.” 

Having no day-by-day participation in the policy of granting cer- 
tificates, the nearest I can say, and I recognize that I am somewhat 
uninformed, is that this has been done without rhyme or reason. I 
see no economic planning in it. 

Mr. Goutpste1n. Does not the next question follow; that is, whether 
or not you do have a function in procurement? Procurement and tax 
amortization both relate very directly to the expansion of production 
facilities, which in turn relate to the problems under your purview. 
And does it not almost necessarily follow that some authority should 
be given to you or to the Department of Justice to function in this 
field vis-i-vis a general program ? 

Mr. Mortson. I might say that looking to coming up to Congress in 
the years ahead, asking for appropriations to fight the battles of free 
enterprise, the Congress would do well to give us such authority now 
to diminish the demands that will have to be made in the future to 
try to unhorse dominance which is simply going to destroy competi- 
tion. We have asked for that authority. Although the Antitrust 
Division urgently asked that we have a position in the tax-amortiza- 
tion picture, that the Attorney General be permitted to pass upon these 
things embraced within just what we have been discussing here, that 
has not been done. 

Mr. Goxpstrern. Before I leave the tax-amortization question I 
should like to ask one further question which may come with some 
degree of surprise; that is, in view of what has gone forward already 
in the tax-amortization picture, has any thought been given to any 
renegotiation procedures to permit an equalization of the situation 
that has already been created ? 

Mr. Morison. So far as I know there has been none, sir. 

The Cuatrman. Along the lines suggested by Mr. Keating where, 
for example, applications are on file before the Defense Production 
Administration which, undoubtedly, represent a good deal of new con- 
struction that will be used for civilian effort rather than for defense 
effort, and the tax-accelerated-amortization certificate if granted will 
be for the entire structure, certainly there might well be some method 
by which there could be some renegotiation of whatever taxes may 
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have been saved as a result of that combination between construction 
for defense and construction for civilian efforts. 

Mr. Morison. It may be possible, but I point out to you the difficul- 
ties. To say that a large and integrated company is in such position 
presents the question of what part of its plant is purely devoted to 
civilian supply, their usual items, and what is being devoted and uti- 
lized sa for defense items. It presents a difficult problem to 
ascertain. 

The CuatrmMan. No more difficult than the renegotiation of con- 
tracts. You have to give and take there. There was negotiation on 
both sides of the table before they came to a conclusion. 

Mr. Morison. But the degree of ascertainment there is much 
simpler in the sense that certain standards of what is a fair and rea- 
sonable profit could be ascertained. But to say you would have to take 
a tax-amortization certificate and renegotiate it because you believe 
that a part added to a structure is not being wholly devoted to defense 
is difficult of ascertainment. 

The CuHairman. They might give only 50 or 60 or 80 percent tax 
amortization. They are doing that now. I do not know how justifi- 
able the split may be as between civilian and defense production. 

Mr. Srevens. Should it not be pointed out that in the first Attor- 
ney General’s report of December 7 you did specifically recommend, 
as I understand it, that tax-amortization certificates not be granted 
on a first-come and first-serve basis ? 

Mr. Morison. That is right. 

Mr. Stevens. That recommendation has not been followed ? 

Mr. Morison. We reiterated that in the second report, too. 

Mr. Gotpstern. Under section 708 (e) of the act, of course, you 
have this survey responsibility and reporting function. 

I wonder if in regard to the problem of procurement under that 
function, any system has been devised, to your knowledge, whereby 
accurate reports as to the number, size, duration, and so forth, of pro- 
curement actions are provided to the Attorney General for constant 
inspection and control in that area? 

Mr. Mortson. There are not, sir. We have the greatest difficulty 
in securing accurate facts. I might say that I believe the first begin- 
ning of obtaining facts from the defense establishments on contracts 
came as the result of the effort of this subcommittee and that of Con- 
gressman Wright Patman’s Small Business Committee. Those sta- 
tistics are not as broad as we would like to have, because we cannot 
follow all the way to the end the kind of things that we think are 
necessary for us to make intelligent reports to the Congress and the 
President. 

It has been our constant effort to try to get the Defense Establish- 
ment to give us more accurate, more detailed, and more constant re- 
ports on what they are doing. 

Mr. Gotpstetn. One further question. 

Among the agreements, that is the voluntary agreements, is one 
for the Omaha Production Pool and another production pool, I be- 
lieve. I understand they represent a program designed specifically 
to assist small competitive elements of industry to band together for 
the sake of obtaining Government contracts that as a pool they could 
handle. Could you tell us briefly, if possible, the results that might 
reasonably be expected to come from such a program ? 
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Mr. Morison. Of course I think this shows the enterprise of small 
businesses in a community to do something that the procurement 
agencies have not done. The procurement agencies have done nothing 
to seek out small- and medium-size businesses. The only impact they 
have had in participation has been by way of subcontracting. 

These programs arose from a desire to pool their production facil- 
ities, to bring them before the procurement people and show that they 
had the kind of capacity, engineering skill, know-how, and finances 
to take on a prime contract. 

Of course, we have encouraged that. We have approved it under 
terms and conditions to see to it that the competitive standards are 
maintained, 

Again, the fact that this beginning has come the other way is another 
element of proof, I think, Mr. Chairman, to show that the kind of 
economic planning that we must do, if we are going to face into our 
world responsibilities, requires economic inventorying and planning. 

If that were done then the terrific effort that these two small produc- 
tion pools had to go through in order to get approval would not be 
necessary. 

I do not want to minimize the effort of energetic small-business men 
in doing everything they can to get business, but I do not think we 
should have to make them do that. 

Mr. McCutsocn. Did I understand you to say that none of the 
procurement agencies have made any attempt to seek out small- 
business in order to procure defense material prime contracts? 

Mr. Morison. There has been a series of directives issued, as I under- 
stand it, by the Defense Department in which all of the various 
regional and area procurement people are told to try to help small 
business. They have a regional office set up with the Department of 
Commerce, I understand, by which small-business men are able to come 
in and consult about how to get a contract, but largely the only real 
participation of small business has been on competitive bids. There 
has not been any program by which you make an over-all determina- 
tion of an item to be produced and find out throughout the country 
everybody who has a chance to produce it, and with some intelligence 
make a division of those orders so that all can be asked to contribute, 
some as prime contractors, some subcontractors. 

Mr. McCutzocn. I understood from personal experience that the 
Navy Department procurement, at least, had made a beginning in 
this thing that you have suggested. 

Mr. Morrison. The Navy Department has its own procurement set- 
up. They have made a start, but again without an economic plan. 
They are nibbling at the problem. 

You know the frustrations of small-business men. They, un- 
doubtedly, come to your offices. They say, “A Philadelphia lawyer 
could not figure out where you go to get. a contract.” 

Many times you may find that some of these people are inefficient. 
They are marginal producers. They cannot make a contribution 
except at a terrifically high cost, but if you take reai care as England 
did, they could be of help. They were knocked out by the blitz and 
they said that England was through, but she was not through, she 
got every bicycle and machine shop in England making parts and 
they never knocked the production out. And that was small business. 
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Mr. McCutiocn. I would like to make one comment there. In 
addition to the Government in England planning it, it is my under- 
standing that industry itself took a major part in preventing that 
which you have been describing here; that in procurement big busi- 
ness as well as small business was interested in a wide diffusion of 
performance in England. As a specific example, I understand that 
even in Coventry which, perhaps, was the city which was most nearly 
completely knoc ‘ked out, some of their very important activities never 
suffered more than a 30 percent decrease in production. 

Mr. Morison. That is a very wise thing. 

Mr. Srevens. Mr. Morison, again directing your attention to the 
policy expressed in the October 19 letter with respect to industry ad- 
visory committees, T note that the Munitions Board under date of 
June 6, 1951, issued an order providing rather detailed procedures 
for meetings of the industry advisory committees. I would like to 
ask you to comment on one short phase of it. 

It provides for an industry coordinator. The statement is that 
each committee may have an industry coordinator and he will be 
appointed by the Government chairman. 

And then later on in describing the function of the industry coor- 
dinator the regulations provide that the industry coordinator shall 
be a representative of industry with special qu: alifications in the tech- 
nical problems of the partic ‘ular industry or field in which the com- 
mittee is concerned. The Government chairman may call upon the 
industry coordinator to lead discussions of technical p wobla ‘ms or sub- 
jects in meetings of the committee, provided that such discussions 
take place in the presence and under the control of the Government 
chairman or deputy chairman. 

I realize you have not had much chance to study this. However, 
would you think that was a compliance / 

Mr. Mortson. No, sir. We have studied that. They have sub- 
mitted that to us. We have not approved it. We have specifically 
ebjected to it. 

Mr. Srevens. You would object to that ¢ 

Mr. Morison. Yes. 

The Cuaimman. I should like to make this statement: In the early 
stages of these agencies it is not to be expec ted that we should have 
per fection, but where there has been carelessness or even ne lige nce 
and a disinelination to follow and hew close to the statute and the 
reoulations issued, I think it is our duty to call those facts to the atten- 
tion of the authorities, so that they may be corrected, and if not cor- 
rected then we will have to erack some knuckles. At this stage 
I think it is fair to say that there is no intention on the part of this 
subcommittee to get anybody, to use the word in the colloquial sense. 
We are, certainly, trying to smooth the wrinkles, as it were, in all 
of this mobilization effort. 

If there are no other questions we will adjourn until tomorrow 
morning when we will hear from Mr. John Small, the Chairman of 
the Munitions Board. We will reconvene at 10 o'clock in the morning. 

(Whereupon, at 4:20 p. m. the subcommittee recessed to reconvene 
Tuesday, June 12, 1951, at 10 a. m.) 
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TUESDAY, JUNE 12, 1951 


Hovse or Representatives, 
SpectAL SUBCOMMITTEE ON THE Stupy or Monoroty Power 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 


The special subcommittee met, pursuant to Gay mom at 10:10 
a. m., in room 346, Old House Office Building, Hon. Emanuel Celler 
presiding. 

Present: Representatives Celler (chairman), Bryson, Lane, Wilson, 
Willis, Keating, McCulloch, and Hillings. 

Also present: E. Ernest Goldstein, general counsel for the sub- 
committee; John Paul Stevens, associate counsel, representing the 
minority; Jerrold Walden, assistant counsel; John F. Woog, assistant 
counsel: and Eileen R. Browne, clerk. 

The Cuarrman. The meeting of the subcommittee will now come 
to order. Our first witness this morning is the distinguished Chair- 
man of the Munitions Board, Mr. John D. Small. 

Mr. Small, it is customary for the subcommittee to swear the wit- 
nesses. Will you kindly raise your right hand? Do you solemnly 
swear to tell the truth, the whole truth, and nothing but the truth, so 
help you God? 

Mr. Smauu. I do. 


TESTIMONY OF JOHN D. SMALL, CHAIRMAN; ACCOMPANIED BY 
ADMIRAL M. L. RING, MILITARY DIRECTOR; DONALD E. KIDSTON, 
ADMINISTRATIVE OFFICER; LEONARD NIEDERLEHNER, GEN- 
ERAL COUNSEL; ALFRED SCANLAN, ASSISTANT COUNSEL, MUNI- 
TIONS BOARD, DEPARTMENT OF DEFENSE 


The Cuarrman. Will you give your name and your affiliation with 
the Government to the stenographer ? 

Mr. Smaui. John D. Small, Chairman of the Munitions Board, 
Department of Defense. 

The Cuatrman. Please proceed with your statement, Mr. Small. 

Mr. Smarty. Mr. Chairman and members of the subcommittee, I 
welcome this opportunity to appear before your subcommittee to 
discuss with you the subjects you have specified, namely, the Depart- 
ment of Defense procurement policies in the procurement program, 
Munitions Board without-compensation personnel, and our industry 
advisory committees. My statement is prepared in three parts to 
cover these major topics. 

I. Department of Dedene Policies and the Role of Small Business 
in the Procurement Program: 


233 








234 STUDY OF MONOPOLY POWER 


As I am sure you know, the Munitions Board is not an operating 
agency. The duties of the Munitions Board include the coordination 
of the procurement, production, and requirements activities of the 
military departments and supply management genet rally. The Mu- 
nitions Board buys nothing. Further, it has no authority to designate 
those individual firms who will receive contracts. 

The procurement policies for the Department of Defense are con- 
tained in the Armed Services Procurement Regulations. This docu- 
ment establishes for the Departments of the Army, Navy, and Air 
Force uniform policies relating to the procurement of supplies and 
services under the authority of the Armed Services Procurement Act 
of 1947, Public Law 413, Eightieth Congress, 41 United States Code 
151-161 or other statutory authorization. It applies to all purchases 
and contracts made by the departments for the procurement of supplies 
and services which obligate appropriated funds. It is intended to cover 
broad policies with respect to procurement and is divided into sections, 
each of which deals with a separate aspect of procurement, such as 
procurement by formal advertising, procurement by negotiation, co- 
ordinated procurement, patents and copyrights, labor, and the termina- 
tion of contracts. 

The Departments of the Army, Navy, and Air Force in turn have 
taken this document and within the limits of its broad policy, have 
established departmental procurement procedures which amplify the 
regulation to meet departmental requirements. 

As you know, the Armed Services Procurement Act of 1947 states 
that it is the declared policy of the Congress that a fair portion of the 
total purchases and contracts for supplies and services for the Govern- 
ment shall be placed with small-business concerns. 

First let me define what is meant by the term “small business.” In 
the Department of Defense, a small business is one in which the ag- 
gregate number of employees, including its corporate and partnership 
affiliates, is less than 500, In other words, an independent concern 
with 500 people or less. 

As I continue my discussion of the actions which we have taken 
and are planning to take in our procurement program, I am sure 
vou will recognize that while certain of our weapons are so heavy, 
technical, and complex that they must of necessity be procured from 
large enterprises which have the know-how and capacity to produce 
them, we are nevertheless taking every step possible to insure that our 
procurement is spread across the widest possible industrial base, con- 
sonant with our mandate to give this country the best defense pro- 
tection. 

Small-business concerns comprise a very substantial portion of the 
industrial production potential of the United States. We feel that 
numerous healthy small-business concerns, learning how and doing 
business with the armed services and their suppliers, are a ver y great 
asset in providing now the nucleus for mobilizing all our industrial 
resources, small and large, in the event of total war. We also feel 
that the prosperity and growth of new small-business concerns are 
cornerstones 11 the strength of our over-all economy, which funda- 
mentally is the source of our military material strength. We believe 
that qualified small-business concerns which are aggressive, alert, 
and willing to work must be given an opportunity to. participate in 









ies pie nil 








| 
: 
: 








ing 
ion 
the 
lu- 


ute 


-— ee orvs Cr Wy 

















STUDY OF MONOPOLY POWER 235 


military procurement, and to find a proper place, either at the prime 
contract level or, more likely, at the subcontract level and without 
the crutch of price subsidies. 

There is a popular misconception that military department con- 
tracts fall too frequently into “confidential” or “secret” classifications. 
The charge has been made that this militated against small-business 
concerns. I feel the subcommittee will be glad to know that a check 
of more than 14,000 contracts awarded between October 1950 and 
January 1951—all of which contracts were $5,000 or more—showed 
that only 700 out of the 14,000 were given any security classification. 
In other words, 95 percent of these contracts were not classified. 

I think that proportion probably holds true throughout procure- 
ment. 

It is a fact that the services have a selfish interest in helping small 
business because they know they need this capacity. We are doing 
something constructive about it. Much has been done already. In 
my opinion, we are further along now than we were at a comparable 
period in World War II. However, much more remains to be done, 
and I assure you that we will continue our efforts to help small busi- 
ness with sincerity and firm purpose. 

Specifically, the following nine-point program of policies and pro- 
cedures of benefit to small business are being followed in the Depart- 
ment of Defense: 

(1) In the implementation of the program to broaden the indus- 
trial base of suppliers, small-business concerns, within the limits of 
their capabilities, are being given full and serious consideration in the 
establishment of new sources. 

(2) Small-business specialists are being assigned to each major 
procurement office in order to devote their efforts exclusively toward 
assisting small-business concerns. Such specialists are charged with 
the responsibility to review requirements prior to procurement action, 
to determine which requirements are susceptible of being filled by 
small business, and to recommend target objectives with reference to 
the amount of military business which should be awarded to small 
concerns. 

(3) Although there are many major items of procurement that 
cannot be divided into small lots and produced by small business, for 
example, airframes, aircraft engines, tanks, et cetera, we have directed 
that wherever practicable, procurements be divided into reasonably 
small lots to bring the sizes of requirements within the reach of : 
greater number of suppliers. 

(4) Prospective contractors not familiar with military procedures 
are given assistance in learning how to do business with the Depart- 
ment of Defense through the media of publications, Government small- 
business clinics, and the operation of the Central Military Procure- 
ment Information Office, and the Munitions Board Office of Small 
Business. 

(5) To publicize military requirements to be purchased by formal 
advertising, unclassified invitations to bid are listed in the Depart- 
ment of Commerce daily Synopsis of Bid Invitations. To provide in- 
formation concerning potential subcontract business, unclassified 
prime contracts over $25,000 are included in the Department of Com- 
merce weekly Synopsis of Contract Awards. These synopses are dis- 
tributed nationally through over 6,000 outlets. Instructions have just 
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been promulgated to publicize proposed negotiated procurements in 
the same manner. 

(6) Subcontracting is encouraged, where necessary and required, 
in dealings with the larger prime contractors. 

(7) Small-business concerns are being made acquainted with sub- 
contracting opportunities by means of a series of exhibits featuring 
the components and assemblies of end items contracted for with prime 
contractors. 

(8) Up-to-date listings of qualified suppliers are maintained in all 
purchasing offices of the Department of Defense; small concerns are 
enabled and encouraged to qualify as bidders for those items which 
they are capable of manufacturing. 

(9) Information with respect to the capacities and skills of small- 
business concerns is compiled for use not only in current military pro- 
curement but also for use in mobilization planning. 

I know that the subcommittee will be interested in our latest com- 
pilation of prime-contract awards to small business. During fiscal 
year 1950, $1,510,615,000 or 24.5 percent of the annual total was 
awarded to small business. However, during the first 10 months of 
fiscal year 1951, through April 30, small business has been awarded 
a total of $4,300,000,000 or more than three times the amount they 
received during the entire fiscal year 1950. This represents 22.5 per- 
cent of the total awards. However, the percentage is increasing, for 
example, during April, small business received 28.8 percent. 

A breakdown of department awards to small business for the months 
of January and April of this year indicates a trend which we hope 
will continue. The Air Force awarded 18 percent of its total pro- 
curement in April to small business, as against 10.2 percent in January. 
The Army awarded 40 percent in April as against 22.4 percent in 
January; and the Navy awarded 16.2 percent in April as compared 
to 12.5 percent in January. 

During the period July 1, 1950, to March 31, 1951, small business 
received 67 percent of the number of contracts awarded by negotia- 
tion, which represents 12 percent of the dollar value. This percent- 
age is also increasing in that while during the month of April small 
business still received approximately the same percentage of contracts 
awarded, it received 27 percent of the dollar ab 


At this point I would like to offer for inclusion in the record a com- 
pilation of military-purchase actions for the period July 1, 1950, 
through March 31, 1951, which is attached as the last page of this 
statement. 

The Cuamman. We will accept that in the record. 
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(The table referred to is as follows :) 


Exursit No. 20 


Number and value of purchase actions of the military departments in continental 
United States, March 1951, and cumulative, July 1, 1950-—Mar. 31, 1951 












































March 1951 July 1, 1950-Mar. 31, 1951 
Category Contract value Number Contract value Number 

Amount (in| Per- ot Per- | Amount (in| Per- Tet Per- 

thousands) | cent Total | cent | thousands) | cent Total | cent 

PRE BS Gls (iE Bey Sy WR 

I  uncsiniies tinted $2, 942,804 | 100.0 | 196,563 | 100.0 | $16, 152,876 | 100.0 | 1,470,690 100.0 
Formally advertised... 172,101} 5.8] 10,611] 5.4] 2,719,302) 168] 119,749) 81 
Sere 2, 770, 703 94.2 | 185, 952 | 94.6 | 13, 443, 574 83.2 | 1,350,941 | 91.9 
Small-business total...| 761,200 | 25.9 | 143,101 | 72.8 | 3,394,380 | 21.0 | 1,076,750 | 73.2 
Advertised... 9,143} 3.3] 8,020] 4.1 1,151,985} 7.1] 87,980] 5.9 
Negotiated. ......-- eae’ 665,057 | 22.6 | 135,072] 68.7] 2,242,395] 13.9 | 988,770} 67.3 
Other-business total...| 2,181,604 | 74.1 | 53,462 | 27.2] 12,758,496 | 79.0 | 393,940 | 26.8 
DNS. 6 iiinticdinunmnnt 75, 958 2.6 2, 582 | 1.3 1, 567, 317 | 9.7 |} 31, 769 | 2.2 
pe 2, 105, 646 71.5 50, 880 | 25.9 11, 191, 179 | 69.3 | 362,171 | 24.6 

' 














Mr. Smaty. As a matter of interest we have made an attempt to 
analyze the figures contained in this table and to determine, first, 
which items of our requirements small business could actually produce 
and, secondly, what proportion of these requirements they are actually 
producing. It is obvious that small business is not equipped to pro- 
duce aircraft carriers, air frames, airplane engines, tanks, et cetera, to 
mention only a few. 

The Cuatrman. What you placed in the record is on page 10 of 
your prepared statement, is it not? 

Mr. SMALL. It is on page 10; yes, sir. 

On this basis, we found that in the Department of the Navy small 
business actually received 40.6 percent of the total requirements for 
those items which small business could produce. The Department of 
the Army purchased 39.1 percent of such items from small business. 
While the Air Force analysis is not complete, the elimination of air- 
craft alone from the Air Force procurement program increases its per- 
centage from 11 to 26 percent. These figures reflect procurement 
actions during the period July 1, 1950 to March 31, 1951. 

As a further indication of small-business participation in our pro- 
curement program, the Air Force reports that its 102 field installations 
scattered throughout the country have purchased locally $43,750,000 
worth of material during the first 2 months of this calendar year. Of 
this amount, 70 percent or $30,453,000 went to small concerns. This 
70 percent is an increase from 64 percent for the last quarter of 1950. 
Only last week the Navy Department announced that contracts for 
the construction of 102 barges, at a total cost of more than $2,000,000, 
had been awarded to eight small-business firms. 

That could have been awarded possibly at a saving to one large 
producer. Instead of that they split it up and gave it to eight small 


ones, 
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It is relatively easy to prepare statistics covering the award of prime 
contracts to small business. It is very much more difficult to accumu- 
late information concerning the substantial share of defense procure- 
ment that is going to small business through subcontracts. It is cer- 
tain, however, that the dollar volume of work going to small business 
through subcontracts is manyfold the volume going to them through 
direct contracts. 

Subcontracting must be recognized as an effective instrument in the 
distribution of military procurement to these smaller independent 
enterprises not equipped to undertake prime contracts. Much of our 
effort has been directed toward aiding those small enterprises having 
no existing subcontract arrangements with larger producers. Such 
firms normally engaged in the manufacture of civilian products are 
now short of the raw materials to continue their line. For example, 
to aid those seeking subcontracts, the Department of the Air Force 
recently arranged an exhibit of prime contractors in New York City 
where prints,.drawings, and specifications were available to potential 
subcontractors. This plan, developed by the Air Force, proved so 
successful that another exhibit was arranged at Chicago last month, 
and another show sponsored by all three Military Departments was 
held in Boston on May 15. Additional exhibits will be arranged 
through the cooperative efforts of the Army, Navy, and Air Force at 
Detroit, Los Angeles, Fort Worth, and other principal cities. 

The extent of subcontracting is best demonstrated in a recent study 
of 863 Air Force prime contracts, totaling approximately $5 billion. 
The data collected indicated that approximately 75 percent of the 
subcontracts were awarded to companies employing less than 500. In 
compiling this information, Air Matériel Command representatives 
approached 59 major prime contractors in every field of production. 
These prime contractors submitted figures which included a total of 
32,382 subcontracts. Of this total 24,306 of the subcontractors were 
in the category of small business who cannot produce engines, air- 
frames, and so forth, but could produce components going into the 
aircraft. 

Subcontracting in the aircraft industry is now approaching the 
World War II levels, on the basis of the proportion of the program 
which is subcontracted. The reason for the high percentage of sub- 
contracting is that the emphasis today is not so much on production 
as productibility—expanding the production base so that 50,000 planes 
a vear could be built, should it become necessary to do so. 

The Department of Defense has been acutely aware of the need for 
widespread subcontracting in order to broaden the mobilization base 
and to make possible greater participation by small business. In Gen- 
eral Marshall’s directive of December 18, 1950, he specifically pointed 
out the necessity for “the aggressive encouragement or requirement of 
subcontracting by prime contractors.” We are pursuing this policy 
aggressively and procurement officers have been directed to take par- 
ticular account of the extent of subcontracting the prime contractor is 
willing to do as one of the factors in the negotiation and pricing of 
prime contracts. In fact, the subcontracting plans of the large prime 
contractor are thoroughly discussed with him before he gets his con- 
tract. In this connection, the Air Force contracts contain the follow- 
ing article: 


It is mutually understood and agreed that the policy of the Government, as 
declared by Congress in Public Law 413, Eightieth Congress, is to bring about the 
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createst utilization of small plants’ facilities which is consistent with efficient 


production. 
The contractor agrees to accomplish the maximum amount of subcontracting 


to smaller plants that the contractor finds to be consistent with the efficient 
performance of all its other obligations undertaken by this contract. 

The Army and Navy take similar steps to encourage subcontracting 
and we are at present ‘attempting to develop a uniform clause for this 
purpose. 

As a point of interest, a recent survey made by the Army, covering 
13 selected prime contracts, amounting to approximately $900 million, 
revealed that small business received 42} vercent of the total dollar value 
through subcontracting. 

This emphasis on subcontracting must be applied with discretion, 
because to specifically require a prime contractor to subcontract a 
particular item, or with a particular supplier, would in effect relieve 
him of certain of the responsibilities inherent in the original contrac- 
tual arrangement. 

[know that we have recently been criticized for deleting quantity and 
dollar value information from the weekly synopsis of awards. I would 
like to also point out that we have been severely criticized for giving 
too much detailed and pin-point information to our potential enemies 

We recognize the point that the small contractor does need infor- 
mation and we believe we have found the solution. In order to insure 
that the small contractor gets adequate information to assist him in 
determining subcontracting sources, and at the same time preserve 
our security, the Munitions Board has now approved the publication 
by the Department of Commerce of quantities and values of unclassi- 
fied negotiated and formally advertised contract awards between 
$25,000 and $250,000. If a transaction exceeds $250,000 this fact will 
be indicated, but quantities will not be furnished. We believe that 
this policy will satisfy all the divergent views and eliminate the last 
vestige of complaint of military policy in this field. 

It should be pointed out that the Munitions Board itself buys noth- 
ing nor does it place contracts. Further, we have no authority to 
designate those individual firms who will receive contracts. What we 
try to do among many other duties is to help the small-business man 
by telling him what work is needed, by what office it will be let, and how 
to present his case to the procurement offices. In addition, the Office 
of Small Business works with the staffs of the individual Members of 
Congress in advising them how best to answer the questions presented 
by their constituents. 

Mr. Keatine. In other words, the Office of Small Business is part 
of the Munitions Board organization ¢ 

Mr. Smatu. Part of the Munitions Board organization; yes, sir, 

1 would like to emphasize that the problems of small business can 
be solved only by constant daily thought by every procurement officer 
as they consider each purchase as to what extent small business may 
supply the item needed. I recognize as a very basic task the need 
for continued education of all personnel engaged in military procure 
ment and their thorough indoctrination in the importance of affording 
small business an opportunity to participate. This is being done: in 
fact the Army completed its first seminar for small-business specialists 
Tuesday of last week and the Navy and Air Force have similar pro- 

grams. T feel considerably encouraged at the marked progress re- 
cently evidenced in this field. 


8086 1—51—-ser. 1, pt. 4 17 











240 STUDY OF MONOPOLY POWER 


I know that you gentlemen realize that the accomplishments w» 
have attained in our small-business program have not been withow 
cost, both in time and money, and I would like to outline very briefl) 
some of the problems we have faced in this respect. 

For instance, since the inception of our present small-business pro 
gram in 1949, the proceuring services have expanded their bidder: 
lists at frequent intervals. In many of the services, bidders’ lists for 
certain classes of items now contain as many as 4,000 names each, even 
though they are policed regularly in order to insure that they contain 
only active suppliers. The average cost of maintaining bidders’ lists 
approximates $1.25 per name per year. 

In addition to this cost, the cost of preparing and distributing in 
vitations to a representative segment of potential suppliers, is sur 
prising. Possibly we have gone too far in trying to get invitations 
into as many hands as possible—particularly on small procurements. 
For example, the Ordnance Corps of the Army recently issued an 
invitation for stampings for 20-millimeter guns. This invitation, 
valued at $2 per set, was sent to 245 names on the list, at a cost of $490 
for a $2,358 purchase. 

On more technical items, such as tanks and airplanes, the cost of 
invitations for bids is much higher and in some cases may reach the 
surprising figure of $3,000 to $4,000 per set. I hope that you will agree 
with our policy of not furnishing every name on the bidders’ list and 
all other inquirers with copies of these invitations. To do so would 
mean that often the cost of publicizing procurements would exceed the 
actual cost of the procurement. The Department of Commerce syn- 
opsis, as recently improved, is serving to aid both the Department of 
Defense and small business, since it permits us to publicize widely 
procurements without the necessity for supplying bid sets to all firms 
who may have an interest in a particular procurement. 

To give you some idea of the cost and administrative work-load 
imposed on the Departments in the distribution of invitations for 
bids, I cite the following tabulation of five recent procurements made 
by the Navy Purchasing Office, Washington. 


Number of Request for | Bid sets 


Invitation “oe | bidders on | bid sets (in | distributed Bids re- 
No. : mailing | addition to! (inclading ceived 
list mailing list) mailing list 
\ un boxes 55 9 THO x] 
I losu ssembly 42 97 2 121 
] ) I tanks - 87 57 05 41 
Pal racks 258 701 att) 2A 
I 1 bone 115 Hl 676 109 


That tabulation is an indication of what small percentage of these 
people do come through with a bid who ask for this paper which is 
really quite costly. 

Mr. Bryson. Most of those items are made of wood—lumber ? 

Mr. Smaur. Rocket tanks are not made of wood. The ammunition 
boxes are not made of wood, These are simple things that almost any- 
body should be able to make from the information he would receive and 
could submit a bid that will be a reasonable bid. 

Mr. Kearinc. How do you get onto the automatic mailing list; 
and how is that made up? 
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Mr. Smautu. The automatic mailing list—any contractor who de- 
sires to do business with the Government can either write or call at 
a procuring office which buys the things that he wants to sell, and if 
he will furnish the procuring officer the clear information and com- 
plete enough information to demonstrate to the procuring officer that 
the man is capable of producing the thing that he says he can produce, 
and has the skill and the tools or what not, they will put him on the 
mailing list. The so-called automatic list grows to impracticable 
proportions unless you keep purifying it by taking out those who do 
not answer. And even so when you get up to four or five thousand 
names, as some of them do and are over that, it takes a lot of money 
to try to circulate them. So what we try to do is to rotate or take 
us representative a group as possible and still keep the cost, particu- 
larly on the small procurements, down. 

I have said this many times before; and I suppose I will keep on 
saying it, that in time of peace every manufacturing concern must go 
out and sell its wares. There is not anybody coming around and 
handing it to them on a silver platter. They have to sell and hustle. 
In a time of cold war such as now, the same condition applies. Peo- 
ple must go out and sell their wares, and they can do it by mail or 
they can do it by having their representative or themselves call on 
the procuring oflicer. The procuring officer is the man that must 
pick out the man who gets the business. Obviously, on these con- 
tracts you cannot give it to thousands of people. You have to limit 
it to 5, 10, 20; however it is on any particular procurement. 

I know in some things they have as many as 25 or 50 that they award 
contracts to on the multiple-award system of splitting up the quantity. 

The employment and training of small-business specialists is also 
a major item of cost in our efforts to insure that every possible aid 
is given to small business under the Department of Defense procure- 
ment program, The continued development of the policies and pro- 
gram to aid small business will require a considerable amount of 
effort on the part of many key personnel. The Department of De- 
fense intends to assign as many personnel, and to devote as much 
time, to this program of helping small business as is required to 
guarantee its success. We are determined to get results, 

I think myself we have already demonstrated that we are getting 
results. We are up to 40 percent, approximately, of the things that 
sinall business can make, on which they are actually getting the prime 
contracts now. That is way ahead of what happened last time. I 
was here and know what happened last time. We are way ahead 
of that. 

Mr. Hitirnes. In the last war there were all kinds of neighborhood 
machine shops that sprang up all over the country putting out various 
items that went into the manufacture of war material. Is that same 
thing happening now? Are there many small machine shops in 
operation at the present time—that is, from the standpoint of Govern- 
ment contracts ? 

Mr. Smauu. Yes, there are a great many of them that are in the 
program as subcontractors. There is very little that a small machine 
shop, a three- or four- or five-man machine shop can produce as an 
independent end item complete in itself. Usually they have not the 
tools or they do not have the testing equipment or whatever is neces- 
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sary to produce a complicated end item, but a very great many of 
these smaller concerns are in the program as subcontractors. 

I was talking to a man here a night or two ago, a man named Miller, 
who is the president of Piasecki Helicopter. A year ago they were 
small business, they had something less than 700 employees. Today 
they have about 2,500 and they are growing. They are doing a good 
job on the helicopter. They have as of now 1,600 subcontractors. Mr, 
Miller, the president of the company, told me that he thought 90 per- 
cent of them were in the category of small business. Many of them 
are in the very small class. I do not believe you are referring to pools, 
are you? 

Mr. Hinitnes. I was thinking primarily of these small shops where 
they have 5 to 10 men, 15 men that sprang up almost overnight, of the 
neighborhood type, some of them in reconverted garages, who put out 
material, 

Mr. Smauu. I am personally more concerned with the 5- and 10-man 
machine shops already in existence. 

Mr. Hitiines. That was what I was referring to. I know they were 
having a difficult time keeping going after the war. 

Mr. Smaui. That finishes the portion of the statement on small 
business. Do you want questions on that or do you want me to proceed 
with the statement / 

Mr. Srevens. Mr. Small, on the chart which you submitted for the 
record, which appears on page 10 of your statement, I want to ask if 
I correctly interpret it. Directing your attention to the March section 
of it, just to make it simpler, I notice that 5.8 percent of the total 
dollar amount was let by formally advertised bids rather than on 
negotiated contracts and about 94 percent was handled on a negotiated 
basis. Looking down the column, the amount of advertised bids 
which went to small business is listed as 3.1 and the amount of ad- 
vertised bids to other business was 2.6. Is it correct to interpret those 
figures to indicate that during March more than half of the bids which 
were awarded to contractors on an advertised basis went to small 
business ? 

Mr. Smauu. Yes, sir. 

I would like to interpolate another thought at this moment. I 
touched upon it there and I thought vou were going to ask a question 
about it, as to the shift over from formally advertised to negotiated 
bids is made, which we have been able to do since the emergency, 
which is the one thing which has the greatest benefit for small busi- 
ness, because we can now see to it that we can spread the awards and 
get it down into small business where we could not on a formalized 
advertised basis. Last time, during the last war, one of the continuous 
complaints and the strong recommendations that kept coming up 
with the services was that they should negotiate and not formally 
advertise because small business gets a greater share of the business 
through negotiation. 

The Cuatrman. There will be some questions we may want to ask 
later on the subject of small business, but I feel it would be better to 
correlate it with the minutes of the business advisory committees 
which have been submitted. Our inquiry into those minutes indicates 
that there may be some contradictions to your testimony, but that will 
be brought out later. 

Mr. Smau.. All right, sir. 
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Shall I go on with the statement ? 

The Cuatrman. Yes, sir. 

Mr. Smaty. On part IT, the second question in your letter, Muni- 
tions Board policy on employment of WOC personnel : 

The President. by Executive Order 10182, dated November 21, 
1950, authorized the appointment of personnel to the defense agencies 
on 2 WOC basis. With the establishment of the civilian control agen- 
cies. the Munitions Board staff was reorganized to perform better its 
task of representing the Department of Defense before such agencies. 
This reorganization, during a period of national emergency, created 
a requirement for highly skilled executive talent in the board areas of 
Munitions Board responsibilities—procurement, production, and 
supply management. 

The Munitions Board staff has previously furnished this subcom- 
mittee with a complete list of Munitions Board consultants and with- 
out-compensation personnel, including background information and 
industry connections. 

It is the policy of the Chairman of the Munitions Board that only 
a very minimum number of selective WOC personnel be employed. 
Moreover, such appointments are to be made only in cases where the 
requirements of the position are such that the individuals must per- 
sonally possess outstanding experience and ability not available on 
a full-time salaried basis. 

Mr. Srevens. I take it that language is taken almost verbatim from 
the Executive order—*experience and ability not available on a full- 
time salaried basis.” I wonder if you could construe that to mean it is 
appropriate to use a man from the rubber industry, who is an expert in 
the rubber industry, for work in the Munitions Board which requires 
the study of rubber problems or the rubber phase of your work, or 
would you just take an outstanding executive to use his outstanding 
executive ability ¢ 

Mr. Smauti. We do have a man who is a rubber corsultant and ad- 
viser, who is from the industry. I think it is on the back of that sheet. 
He is Henry E. Haxo, who is an adviser on rubber. He is not a full- 
time man on the Board. He is a research chemist and is connected 
with the General Part Laboratories, United States Rubber Co. 1 cer- 
tainly think it is appropriate for us to get the best advice we can from 
the specialists, the technicians, from whom we can get the information 
and he happens to be the only one in the category you are talking about. 

Our people do not have anything whatever to do with placing con- 
tracts. We have nothing whatever to do with that. We buy nothing. 
I cannot see how anybody in our shop could possibly, under any con- 
cept, be thought to be influencing anybody for the good of his own com- 
pany, because they cannot do it. That is not our work. 

This wording may agree with the Executive order, 1 do not know. 
I have read it, but not very recently. But it is the fact that I have 
to have people in here—relatively few—who are top flight, and you just 
cannot get people to come down here at the salaries I can pay them, 
who are of that stature that I need for these particular purposes. 

As of this date only six persons are on the rolls of the Munitions 
Board proper as full-time WOC employees. Four of these are Vice 
Chairmen and the other two serve as Chiefs of the Oflice of Priorities 
and Controls and the Office of Facilities and Services. respectively. In 
addition, one WOC, serves on a part-time basis as adviser on rubber. 
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There are two WOC employees on the Defense Production Boar« 
staff of the North Atlantic Treaty Organization, who will be trans 


ferred to State Department rolls in July. 


They will be on the staff of the Board and will be working for that 


board and not for us. 
The following is a list of WOC employees. 


Exuisit No. 21 


Without-compensation personnel 


| 
Authority to | 


Name Munitions Board 





Company affiliation 


Part time or 





employ position full time 
H. K,. Clark Defense Pro- | Executive Vice Chair- | President, the Carbo- , Full time 
| duction Act man. rundum Co., Niag- 
ara Falls, N. Y. 
Cornelius Middleton do Vice Chairman for | Director, Babcock & Do. 
| Production and Re- Wileox, New York. 
quirements. 
William J. McBrian do Vice Chairman for | Vice president, Cater- Do 
Supply Manage- pillar Tractor Co., 
ment. Peoria, I! 
William T. Van Atten do Vice Chairman for In- | Vice president, Dun Do. 
ternational Pro- & Bradstreet, New | 
grams, York. | 
Frank G. Chambers oe Chief, Office of Prior- | President, Magna| Do. 
ities and Controls. Corp., 417 Mont- | 
gomery St., San 
Francisco, Calif. j 
John P. H. Perry do_. Chief, Office of Facili- | Consultant, Turner Do. 
ties and Services. Construction Co., | 
420 Lexington Ave., 
New York. 
Henry E. Haxo, Jr do Advisor on rubber Research chemist, | Part time. 
General Laborato- 
ries, U. S. Rubber 
Co., Passaic, N. J. 
William A. Herod_- oe Coordinator of Pro- | President and direc- | Full time 
} | duction for Defense tor, International 
| | Production Board General Electric. 
|} in North Atlantic 
Treaty Organiza- 
tion. 
Norbert A. Bogdan do__......| Financial advisor, | Financial advisor, Do. 
| North Atlantic De- Ford Motor Co., 
fense Production New York, 


Board. 


Mr. Krarine. When you indicate they will be transferred to the 
State Department rolls, that only means that the matter of handling 
military aid to our allies will be handled in the State Department. 

Mr. Smatu. No, sir. The Defense Production Board in London has 
the job, one of its main jobs, to get the NATO countries to help them- 
selves to produce as much as they can of their munitions, et cetera, 
and they are getting the staff starting the Ist of July. As of that date 
the Defense Production Board staff will be paid from funds to which 
all the NATO countries contribute. 

Mr. Keating. That only will be on the State Department rolls if 
the State Department, under the basic legislation, is the agency se- 
lected to handle the program; am I not correct about that? If the 


Defense Department or ECA or some other organization should handle 
the problem, these people would be on their rolls. 

Mr. Sma. I am not sure how the legislation will come out on the 
thing, but I still think my information is accurate, when I say that 
each government will contribute to the NATO funds and they will be 
paid from those funds. In effect, whatever the agency is over here, 
they will be getting something from us. They won't be getting any- 
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thing because they are WOC. One of these men, one of these WOC 
people, on our own list, is Frank Chambers, Chief of the Office of 
Priorities and Controls. 

Frank Chambers was down here during the war and he was one of 
the best men on requirements that I found in the whole Government. 
He was excellent. I think his company qualifies as small business, by 
the way. He is down here as a WOC man, a very patriotic citizen. 

The CHamman. Mr. Small, you used the term “Defense Production 
Board.” Is that under the National Production Authority ¢ 

Mr. SMaui. No, sir. 

The CrarrMan. Is that under the chain of command of the Office 
of Defense Mobilization ¢ 

Mr. SMatn, No,sir. You are familiar with NATO? 

The Cuairman. That is under NATO? 

Mr. Swann. That is under NATO, sir. 

The CHairMan. I see. 

Mr. Smauu. The next subject is Industry Advisory Committees to 
the Munitions Board, with special attention to the Business Advisory 
Committee on Military Contractor Relationships. 

Under the National Security Act of 1947, as amended, which author- 
izes its establishment, the Munitions Board is given certain responsi- 
bilities, which inelude: (1) Coordination within the Department of 
Defense of appropriate activities with regard to industrial matters, 

(2) planning for the military aspects of industrial mobilization, 
(3) preparation of estimates of potential production, and (4) certain 
functions regarding the stockpiling of strategic and critical materials. 
In addition, the responsibilities regarding stockpiling which were 
previously assigned to the Secretaries of War and Navy by Public Law 
520, Seventy-ninth Congress, were delegated to the Munitions Board 
by directive, dated June 9, 1948, from the Secretary of Defense. Since 
the passage of the Defense Production Act of 1950, a primary function 
of the Munitions Board is that of representing the Department of 
Defense before the civilian control agencies. 

In the administration of any all-inclusive program of continuing 
preparedness, industry must be invited to participate and cooperate. 
There must be a permanent liaison between industry and the Board, 
and there must be a maximum interchange of ideas. 

To accomplish this end there has been established for each com- 
modity, group of commodities, and industrial area involved in the 
military aspects of industrial mobilization planning, an industry 
advisory committee composed of executives chosen from various pri- 
vate organizations. These executives are active in keeping the Board 
advised on current trends in technological development, market trends 
and availability of strategic and critical materials, and current produc- 
tion potentials. Members serve on a WOC basis but are offered reim- 
bursement for travel and per diem expenses in accordance with the 
provisions of Publie Law 253, Eightieth Congress, Public Law 520, 
Seventy-ninth Congress, and Public Law 883, Eightieth Congress. 

Mr. Hmurnes. Yesterday Mr. Morison testified that usually these 
members of the industry advisory committees were not given or did 
not take the reimbursement for travel and per diem expenses. Do most 
of the members, to your knowledge, accept reimbursement for their 
expenses / 

Mr. Smauu. Most of them do not, sir. 
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Mr. Hitirnes. But they are offered the reimbursement for expenses 
if they so desire # 

Mr. Sma.u. Yes, they are. Mr. Kidston, our administrative offi 
cer, who has direct charge of these expenditures, tells me it is usually 
the smaller companies that cannot afford it who are the ones that ask 
for reimbursement. The larger companies do not ask for it. TI have 
been down here a hundred times since the war ended and it would 
never occur to me to ask for railroad fare down here. I could afford 
it. Somebody else could not. 

Mr. Hitiinas. If people from smaller companies who are serving 01 
these advisory committees desire or need the travel and per diet 
expenses, it is aavilable for them, so that is not a deterrent to thei 
serving ? 

Mr. SMA. It is no deterrent. They can get it if they want it. 
They do not vet paid for coming down, but they cah get expenses fo 
travel and per diem. 

Membership on these committees, while on an individual basis, has 
been selected from the large, medium, and small companies which 
are representative of all phases of a particular industry, and from 
all seetions of the country. To ensure as complete representation as 
possible, the Board has adopted a practice whereby one-third ot the 
membership of each committee is to change each year, insofar as 
practicable. 

Great care has been exercised and much time expended in selecting 
members to serve on these committees. When the need to organize ai 
industry committee arises, the concerned trade associations, technical 
societies, defense agencies, and other governmental de partments are 
requested to submit lists of nominees. such lists to re present all seg 
ments of the particular industry with as wide a geographic dispersion 
as is feasible and to include small, medium, and large operations. 
These lists are studied by the Munitions Board staff before selections 
are made for membership. Concurrence in the selection of member- 
ship on all committees dealing with stockpiling is obtained from the 
Department of the Interior. 

Mr. Keattnc. Do vou have applications to serve on these commit- 
tees from various representatives of trade associations / 

Mr. Smauyi. We have a certain amount of applications, not too 
many; at least very few have reached me—not more than a score that 
I have heard of. 

Mr. Kipsron. We get some from time to time. The applicants 
usually represent a large company. If we find we already have 
enough members from that sized company or from a medium- or 
smaller-sized company, they are not taken on. 

Mr. Smaty. There is a measure of prestige in belonging to these 
committees and there are people who want to get that accolade or 
that prestige. 

The CHamrman. You receive requests from members of the House 
and Senate. I know because I have received some requests that I 
passed on to you. 

Mr. SmALyt. Sometimes they are sent down. but not too often. 
Really, these committees are hard-working committees. They are not 
fun. 

Mr. Bryson. The ideal situation would be where they are chosen 
rather than from those who seek to get on these committees. 
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Mr. Smauu. I would say that in 99 times out of a hundred they are 
chosen. 

Mr. Hinuines. As a practical matter, who primarily recommends 
people for service on these committees’ Do the recommendations 
mostly come from present members of the committees, from industry 
itself ¢ 

Mr. Smati. No. Just as I said here a minute ago, a trade associa- 
tion, a technical society, such as the American Society of Mechanical 
Engineers, the big societies, the other agencies who are interested in 
the thing, other governmental departments, the concerns, all submit 
lists of nominees for these committees. 

Mr. Kearinc. Who makes the final decision about the selection / 

Mr. Smauy. Up to this time and during the peace the Munitions 
Board staff made the selections for the Munitions Board committees. 
It is my hope that we will be able to integrate with other agencies. 
Of course, there is a wide difference in the functions of the individual 
agencies and their use of a committee, but I would like to see all de- 
partments use the same committee, and that committee be rotated 
very frequently, so that we would not have any possible question as 
to the individual committee. For example, we should use the NPA 
Committee on Steel, or they should use ours, or vice versa. 

Mr. Hittines. Do you find that many of these recommendations 
originate with the present members of the committees themselves ¢ 

Mr. Kinston. Many new members are suggested by present mem- 
bers and we may or may not accept their recommendations. 

Mr. Smaun. You say “many.” Do you mean less than half or more 
than half? 

Mr. Kipsron. Less than half. 

Mr. Smauy. Less than half are suggested as appropriate people by 
the members of the committees, but we are under no obligation to ac- 
cept if a member suggests somebody. We do want the best people 
we can get and we want people who are good citizens on these com- 
mittees, 

Mr. Kratina. Is there a procedure under way for coordinating the 
personnel of these committees so that the same committee will serve 
the various agencies ¢ 

Mr. Smatu. We are trying to work it out. Over in NPA they have 
500 industry committees. 

Mr. Kipsron. Approximately 400. 

Mr. SMauy. We have a relatively few committees. Wherever they 
can be integrated and use the same people, you can accomplish so 
much more by throwing all the problems on the table without getting 
Lroups down here so often. 

The Cuamman. It would be well to get into the record at this point 
the following data. If 1 am incorrect, tell me. 

The Munitions Board is under the Department of Defense; is that 
correct ¢ 

Mr. SMauu. That is correct, sir. 

The Cramman. The Munitions Board is composed of four mem- 
bers, of which vou are chairman. 

Mr. Smaun. That is right, sir. 

The Cuairman. The other members are the following: Archibald 
S. Alexander, the Army member: John T. Koehler, the Navy mem- 
ber: and Eugene M. Zuckert, the Air Force member ? 

Mr. Smauvu. That is right. 
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The Cramman. You have a staff under the Board. 

Mr. Smau. That is correct, sir. 

The Cuatrman. Proceed. 

Mr. SMALL. Since its establishment, concurrence has also bee: 
obtained in each instance from the National Security Resources 
Board where a committee may be called upon to serve both Board 
jointly. In most instances, the Munitions Board requires its top 
policy level executives to serve on the committees, where the subject 
covers over-all industry mobilization. Munitions Board staff mem 
bers serve as chairman of the industry advisory committees. 

Mr. Goupsrers. Mr. Small, I would like to direct your attentior 
with reference to the last remark: “Munitions Board staff member: 
serve as chairman of the industry advisory committees,” to the tabu 
lation beginning on page 258 of your remarks and subsequent pages, 
on which there are listed 59 meetings of industry advisory commit: 
tees, subcommittees and task groups. Staff analysis of this listing 
would indicate that only 15 of the 59 meetings were chaired by per- 
sons designated MB; in other words, members of the Munitions Board 
staff. Would you care to comment on the situation set forth above 
and your statement concerning Government chairmen of committees. 

Mr. SmMatu. Yes. You notice that the great number of these meet- 
ings that are tabulated here are last year. Every committee now has 
a Munitions Board chairman and I think practically all of them— 
there may be one or two exceptions—of the subcommittees now have 
Munitions Board chairmen. Last year that was not true. They were 
using what they thought was the best qualified man technically. 

Mr. Goupsrern. Mr. Small, are you acquainted with the letter from 
the Attorney General, specifically from the Deputy Attorney Gen- 
eral, Peyton Ford, dated October 19, 1950, wherein the Attorney 
General sets forth certain requirements for the conduct of business 
advisory committees ? 

Mr. Smatv. Yes; I am familiar with it. 

Mr. GotpsTeE1n. I notice the first meeting listed on your tabulation 
was November 20, 1950, exactly one month subsequent to the Attorney 
General’s letter in which he sets forth the requirement that business 
industry advisory committees be chaired by full-time Government 
employees, and I believe our record will show, sir, that the letter was 
transmitted to the Secretary of Defense on October 19, 1950. 

Mr. Sma. I am going to have to ask help on this. I arrived here 
2 days before this November date. 

May I introduce Mr. Donald Kidston, who is our administrative 
officer of the Munitions Board. 

Mr. Kinston. After the letter was received from the Attorney Gen- 
eral, there was begun a series of conferences bet ween that department 
and our lawyers regarding the requirements of the Justice Department 
letter. In the meantime, we had our old Munitions Board organiza- 
tion before Mr. Small was there, with a director of staff. The director 
of staff decided that we would continue the present chairmen of our 
committees until such time as the chairmen’s terms expired and then 
they would be replaced with Government men. You will notice, as 
you review the committees 





The Cuatrman. I forgot to have you sworn. Will you raise your 
right hand ? 
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Do you solemnly swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God ¢ 

Mr. Kinston. I do. 

You will notice the dates of the committee meetings, as time pro- 
vressed, Government men stepped in as chairmen of these committees. 
Right up until May you will find in the month of May that we had 
four subcommittee meetings chaired by industry men. ‘That was done 
on the theory that the subcommittees appointed for a specific task, 
with a man named specifically in charge of that task, should be per- 
mitted to continue until the task was completed, and he should remain 
in charge. We have now published a list covering every committee 
and subeommittee showing the Government chairmen for all these 
groups. The industry chairmen have been notified that they no longer 
erve as chairmen of any of our industry main or subcommittees. 

Mr. Goupstern. Mr. Kidston, the list to which you refer, this docu- 
ment entitled, Munitions Board Membership Directory of Councils, 
Agencies and Committees, dated April 1951—is that the list you 
refer to 

Mr. Kinston. The list I was talking about was the list in the Chair- 
man’s statement. 

Mr. Gotpstew. Is the information contained in this book current ? 

Mr. Kinston. No; that is dated April. 

Mr. Goupstern. Since April 1951 have there been changes in the 
chairmanships set forth in this document ? 

Mr. Kinston. Yes, sir. 

Mr. Bryson. And you are now complying with the instructions 
set out in the Attorney General’s letter ? 

Mr. Kinston. Absolutely. We have revised our committee pro- 
cedure, which is very complete now and which the Department of 
Justice has informally cleared. 

The CuHarrman. In other words, all these meeting dates set forth 
on page 258 and the following pages, indicate meetings after the At- 
torney General's letter; is that correct? Isn’t it correct, except for 
one’ There is one on page 258. How do you pronounce that—capac- 
itors? 

Mr. Smauu. That is capacitors, a type of condenser. 

The Cuarran. All the meetings were subsequent to the date of 
the Attorney General’s letter. There is one crystal meeting. 

Mr. Kinston. There is one on December 20. 

The Cuarrman. Three of them. 

Mr. Kinston. The procedure we were following was one of attrition, 
until we had finally completed negotiations with the Department of 
Justice, instead of cutting off with short notice all these industry men 
who had expended considerable time in helping the Board. As TI say, 
the policy was to replace the chairmen as their terms expired. 

The Cuairman. I notice, though, on page 258, one of the meetings 
was held May 9, 1951. 

Mr. Kinston. Yes, sir. 

The Cuamman. Only a month ago. 

Mr. Kinston. Mr. Chairman, I pointed out there were four meet- 
ings in May, all of subcommittees, not main committees, task groups 
appointed for specific projects. 
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The Cuairman. You recognize now that that is contrary to the 
regulations, to have such a meeting conducted without it being chaired 
by a Government official 

Mr. Kinston. Yes, sir. 

The Cuarreman. And it might subject the members who partici 
pated in those meetings to some rather dire penalties and sanctions / 

Mr. Kinston. All of our meetings were attended by staff members 
of the Munitions Board. 

Mr. Gotpstern. Mr. Kidston, would you mind explaining to the 
subcommittee briefly, if you can, sir, why it took from October 1950 
until May of 1951 to apply the rather important directive of the 
Attorney General ? 

Mr. Smarty. Mr. Niederlehner. 

Mr. NrepertenNner. I wonder if I could have the question again. 

Mr. Smauu. Mr. Niederlehner is general counsel of the Munitions 
Board. 

The Cramrman. You may be seated, Mr. Niederlehner. It is cus- 
tomary to be sworn. Raise your right hand, please. 

Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth, so he a you God ? 

Mr. Nrepertenner. I do. Mr. Chairman, the establishment of the 
Munitions Board committees antedated the Defense Production Act, 
of course, by quite a few years, and we had a going organization at 
the time the Defense Production Act was passed. Immediately upon 
its passage, due to the increased emphasis upon the committee type of 
structure, the Attorney General issued suggestions for the organiza- 
tion of these advisory committees. 

Mr. Srevens. Are you referring to the letter of October 19 now? 

Mr. Nrepertenner. Yes, sir. We had, prior to this time, various 
discussions with the Antitrust Division of the Department of Justice 
and as a matter of fact in early 1948 we had discussed the reorganiza- 
tion of the Munitions Board and the necessity for the establishment 
of committees in connection with stockpiling, so that the Department 
of Justice, 1 think, in general, was aware of our program. 

When the October 19 memorandum was issued by the Attorney 
General, we prepared to discuss the complete revision of our com- 
mittee procedures. We had one distinction or one deviation from the 
procedures, These procedures incidentally are taken from the general 
organization of the War Production Board committees with which 
the Munitions Board staff was familiar when the committees were 
organized. We had one deviation, and that was the chairman, the 
(rovernment chairman of the committee. 

The \IRMAN. Are you sure there was only one deviation / 

Mr. Nirepertenner. I would say principally just the one. 

The Cuairman. You are quite sure of that ? 

Mr. Nrepertenner. That is my belief, sir; yes, sir. Since the 
October 19 memorandum was issued, of course, we had some dis- 
cussions with the Department of Justice to revise our procedures and 
bring them into consonance with the Attorney General's recommenda- 
tions. 

The Cuamman. They were not recommendations, they were regula- 
tions. 

Mr. Nreperten ner. Requirements, let us say it that way. 
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Mr. Stevens. Would you construe the document as a regulation, 
Mr. Niederlehner ¢ 

Mr. NreperLEHNER. I would construe it more as a recommendation 
in order to avoid certain inferences from which penalties under the 
antitrust laws might derive. I do not think that the document sets 
forth any actual legal requirements in the terms of statutes. These are 
recommendations by the Attorney General to avoid inferences that 
the committees are engaging in activities which might be construed 
as contrary to the intent or purpose of the antitrust laws. 

The Cuamman, Isn’t it more than that? The Defense Production 
Act provides that agreements cannot be entered into unless they 
have been referred to the Attorney General and then he considers 
them and he may permit their consummation. That is what the act 
Says. ° 
Mr. Nreperteuner. Yes, sir: but I do not think the committee 
activities come within the scope of that provision of the Defense Pro- 
duction Act. I think vou are referring now to the Integration Com- 
mittees where the members of industry actually engage in activities 
which might be contrary to the antitrust laws. Except for the excep- 
tion provided by section 708 (b) of the statute integration committees 
might run afoul of the antitrust laws. 

The CHatrman,. Such arrangements as they make, which you indi- 

cate may not be conclusive, might be deemed links in a chain that 
might do harm to these individu: als = participate in those meetings. 
They may act perfectly innocently. I indicated yesterday that this 
committee does not seek to “get” anybody or hurt anybody or hurt 
any board or any department. We are simply anxious to see to it 
that all the departments hew close to the line, so that there will be 
no deviations from the regulations. 

Mr. Niepertenner. Mr. Chairman, let me point out even if there 
were Government chairmen, if the committees undertook any activities 
which were contrary to the antitrust laws, they would not be protected 
unless they actually had a blessing from the Department of Justice 
under section 708 and the procedures thereunder. 

As far as industry advisory committees are concerned, I might 
point out that there is no requirement even that there be a statutory 
basis for them, provided the committees only deal in matters of advice 
to the Government and do not deal ina way which would be contrary to 
the other antitrust laws. None weg our committees, except integration 
committees, have any excuse or blessing from the Department of 
Justice. It is only when the sanuithin are designed to engage in 
activities which would otherwise be considered contrary to the anti- 
trust laws that such a sanction is required. 

Mr. Stevens. Is it your understanding that the Defense Production 
Act requires specific approval by the Attorney General, something in 
the nature of an order or authorization, only in the type of program 
authorized by section 708, but not with the type of program we are 
discussing ¢ 

Mr. Nrepertenner. That is correct. In the integration program, 
where the Department of Justice actually issues licenses to engage 
in activities which might be contrary to the antitrust laws, those com- 
mittees—we have a few, the Petroleum Administrator for War ac- 
tually has several—those committees agree not to compete, pool their 
transportation equipment and actually segregate markets. A group of 
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producers are permitted to get together and divide up, let us take 
an optical fire-control instrument. One of the committees actually 
approved by the Department of Justice might have for its purpose to 
break the optical fire-control instrument down into components and 
assign to each of the members a portion of the work it is considered 
best able to do. They cease thereafter to compete with each other in 
that particular area. They break the device up into components 
Each manufactures a component according to a common scheme and a 
single device results from the actual cooperation of a number of manu 
facturing companies that theoretically would be actual competitors 
That program would be quite distinct from the advisory activities ot 
industry advisory committees. 

Mr. Gotpstrin. Did I understand you to say there is no statutory 
authority necessary for industry advisory committees ? 

Mr. Niepertenner. That is correct. 

Mr. Goipstern. But we do now have statutory criteria for industry 
advisory committees set up in the Defense Production Act in section 
701, 

Mr. Nieperten ner. That is correct. 

Mr. Goipsretn. So we do have a certain basis on which to deter- 
mine how industry advisory committees should be established and 
made up under that statute. 

Mr. Nrepertenner. That is correct. The Department of Justice 
regulations would actually be mandatory for any committee set up 
under the Defense Production Act. 

The CuarrMan. That was what we were getting at. As a good law- 
ver, you want the committees set up strictly in accordance with the 
laws and regulations. 

Mr. NieperLenNer. I assure you our relationships with Mr. Morisoy 
and his staff are very close. 

Mr. Stevens. I do not understand that, Mr. Chairman. You would 
say the Department of Justice letter of October 19 was mandatory as 
a regulation ¢ 

Mr. Nreperten ner. With reference to Defense Production Act com- 
mittees. 

Mr. Stevens. Would you say that the Defense Production Act gives 
the Attorney General the authority to make that kind of regulation, 
apart from the 708 section? I thought you said something different 
earlier. 

Mr. Nreperteuner. I would have to look at the act in order to be 
certain. 

The Cuatrman. The act does give him that authority. 

Mr, NreperteuNer. He has certain advisory and regulatory author- 
ity, but whether it applies specifically to advisory committees 

Mr. Stevens. Don't take the time to look it up. I was trying to get 
at how you were proceeding and your understanding of it. 

Mr. Nreperteuner. The end result is that the Munitions Board com- 
mittees, regardless of whether they are related to the Defense Produc- 
tion Act activities, are being conformed to the regulations of the 
Department of Justice and procedures are being developed in co 
operation with the Antitrust Division. 

Mr. Srevens. Mr. Kidston, and I believe Mr. Small’s statement con- 
tains a similar statement, indicated that the present procedures in 
effect at the Munitions Board have been informally approved by the 
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Department of Justice. Just to make the record perfectly clear, I 
take it reference is being made to this document of June 6, 1951, which 
is labeled, “Munitions Board Order No. 51-58." ** First of all, were 
there any regulations before June 6, 1951, which had received ap- 
proval of the Department of Justice, any formal regulations issued as 
Munitions Board orders ? 

Mr. Kinston. No, sir. 

Mr. Stevens. This is what you are referring to and this is the first 
time you had a meeting of the minds with the Department of Justice ¢ 

Mr. Kinston. Yes, sir. We had complete procedures for these com- 
mittees, but this is the first time the Department of Justice has been 
requested to give approval. 

Mr. Srevens. With respect to the statement that there was informal 
ipproval of these regulations, yesterday Mr. Morison was asked 
whether he felt that the provisions for an industry coordinator— 
there are two provisions relating to an industry coordinator, one is 
on page 4—whether they complied with his letter of October 19, 1950, 
and he, in response to the question, stated that he did not believe they 
did comply and that the Department of Justice had specifically ob- 
jected to that provision. Is that in accord with your understanding 
of the preparation of this document ? 

Mr. Kinston. They suggested that we not have any industry man 
in any position whatsoever on the committee other than as a member. 
We felt in many instances it is necessary to have a man with the in- 
tricate technical skill 

Mr. Srevens. Excuse me for a moment. I do not want to get into 
a discussion of the merits of the provision for the moment. I want to 
vet clear whether or not there was an objection to that provision, and 
whether there was approval by the Department of Justice. Mr. Mori- 
-on indicated the contrary. 

Mr. Kinston. Mr. Scanlan, one of our counsel, talked to the De- 
partment of Justice. 

The Cuarrman. What is his name? 

Mr. Kipsron. Mr. Scanlan. 

Mr. Scanian. Do you want me to be sworn ? 

The CHatrMan. Please. 

Raise your right hand. Do you solemnly swear to tell the truth, 
the whole truth, and nothing but the truth, so help you God ¢ 

Mr. Scanuan. I do, sir. 

Originally, we had a proposal for an industry coordinator without 
iis functions being defined. As you indicate, the Department of Jus- 
tice did object to that. We revised that definition. It was to make 
ure that the industry coordinator would be under the direct aegis of 
the Government chairman. We felt that complied with the spirit and 
the letter of the Attorney General's letter of October 1). 

We submitted our revised procedure to the Department of Justice. 
lhat was done some time ago. Up to the date of this testimony, to 
the best of my knowledge, we had not received any criticism on that 
particular point from the Department of Justice, but it may be, as you 
ndicated, that the Assistant Attorney General is still dissatisfied with 
the definition or role assigned to the industry coordinator. Of that 
lam not aware. 





See Munitions Board Order No. 51-58, appendix, infra, pp. 936-944. See also super- 
ding Munitions Board Order 52-3, appendix, infra, pp. 945-953. 
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Mr. Srevens. Has he approved that regulation / 

Mr. Scanian. No; he did not specifically approve of that provision. 

Mr. Sreruens. Six weeks ago you redrafted it in an attempt to 
meet his objections and for 6 weeks you left it in status quo, as far as 
you know ¢ 

Mr. Scanian. That is so, to the best of my knowledge. 

Mr. Sreruens. Then you went ahead and issued “the regulations 
June 6 without obtaining official approval or finding out whether the 
objections were still in force; is that correct ¢ 

Mr. Scanian. I think that is correct, sit 

Mr. Stevens. One further question. Are there any other similar 
portions of the regulations to which objection was made and which, 

far as you know, were left in the same sort of situation ¢ 

Mr. Scanian. No. I believe Mr. Kidston could corroborate this, 
Every other objection that the Attorney neral made informally 
through his staff—none of these were made by the Attorney General 
personally or even the Assistant Attorney General—any one of the 
objections given to us during the drafting stages of our operating 
procedues were corrected and attempted to be brought into line with 
the suggestions of the stail representatives of the Department of 
—. 

Mr. Srevens. And did they generally approve or disapprove of your 
cor rections within a period of 6 weeks or less? 

Mr. Scanian. As a matter of fact, some of our corrections made 
to comply with what we thought were their suggestions have never 
been communicated to us as being approved by the Assistant Attorney 
General himself, but informally over the telephone some of the repre- 
sentatives of the Department of Justice have indicated their substan- 
tial concurrence in our revised procedure since they made the sugges- 
tions which we incorporated into our procedures. 

Mr. Srevens. Was it all on an informal basis and no formal ap- 
proval at any time was given / 

Mr. Scanian. The fact that the Department of Justice took great 
pains to confer and to revise and rework these procedures in a joint 
effort is evidence, | would say, in support of Mr. Niederlehner’s in- 
terpretation of the letter of October 19 as not being a regulation, but 
setting up the minimum eriteria under which the Department of 
Justice wished the committees to operate, particularly from the point 
of view of protecting those who are participating, from antitrust 
violations. If an antitrust violation took place in an corse gd ad- 
visory committee, nothing the Attorney General indicated in his 
letter of October 19 would give them immunity from prosec alee. 
By the same token, I would say that it might happen that in specific 
instances—it may have been and I gather it has been—not all the 
requirements of the October 19 letter were observed in a particular 
industry advisory committee meeting, yet that fact in itself would not 
be evidence of an antitrust violation. 

So I say the letter of October 19 would neither make nor mar an 
antitrust violation. 

Mr. Srevens. And it is your understanding that the Attorney Gen- 
eral has no authority to grant immunity or exemptions from an anti- 
trust prosecution except for his power pursuant to section 708 ¢ 

Mr. Scanvan. That is correct. Section TOS requires we go through 
not only the Attorney General, but also through the Defense Produc- 








ITS 


the 


lar 
ch 


Lis, 
iy 
‘al 
he 
ng 
th 
of 


ur 


- 


=v ur ow er 








STUDY OF MONOPOLY POWER 255 


tion Administrator, formerly Mr. Harrison, and now we have to go 
through Mr. Wilson until Mr. Gibson is confirmed. 

The Cuarrman. Extreme care must be taken in the conduct of these 
business advisory committee meetings so that the members of such 
committees may be properly protected, in that they may not find 
themselves at some future date as in violation of the antitrust laws. 
Phat would be furthest from your thoughts and from our thoughts. 
We do not want that and from what you say, you want to cooperate 
wholeheartedly with the suggestions of the Department of Justice. 

Mr. Scanuan. Yes, sir. 

Mr. Srevens. I notice that the October 19 letter is quoted in full, 
which seems to be a very desirable thing to do, in these regulations. 
The third paragraph said: 

The meetings to be held must be at the call of and under the chairmanship 
of full-time Government officials. 

I would like to ask how Mr. Niederlehner construes that language 
with respect to WOC employees. Would you understand that the 
Attorney General in his letter permitted a W OC full-time man to 
chair an industry advisory committee meeting 4 

Mr. Nrepertenner. Yes, sir. [think it would be permitted. With- 
out-compensation officers are officers of the Gevijunienl as distinct 
nye advisers. Under appropriate circumstances, I think they could 
be called upon to perform those duties. 

Mr. Srevens. You would say he is a full-time Government official, 
even though he is not on a Government salary / 

Mr, Nreperten ner. That is correct, 

Mr. Stevens. Did the Department of Justice at any time during 
negotiations with respect to these regulations indicate to you that in 
their opinion a WOC man was not a full-time Government official 
within the meaning of that provision ‘ 

Mr, Niepernenner. We have no information to that effect. 

Mr. Stevens. Would you confirm that, Mr. Scanlan ¢ 

Mr. Scannan. That is right. To my knowledge, they never have. 

Mr. Hurtinas. I should like to ask one question about the selec- 
tion of members for these advisory committees. I presume all mem- 
hers of these advisory committees are thoroughly screened and checked 
for loyalty by the FBI and the Department of Justice before they are 
permitted to serve on the committees. 

Mr. Kipsron. Yes, sir. 

If I might make a statement to try to clarify the situation a little 
before we go ahead, when we talk about using other governmental 
department committees, as I understand, the NPA situation, for 
example, they more or less by letter invite industry people to come 
in for a meeting on a spec ific subject, and that is all they do as far 
as establishing a committee is concerned. 

On the other hand, we prepare formal charters for all of our com- 
mittees. Those charters are approved by our board. The charters out- 
line the tasks that the committee will concern itself with. They also 
state that the committees will only give advice and assistance. They 
will not operate. They will not make policy. They recommend. We 
investigate all our members before they become appointed members. 
Many of our committees require clearance for secret and top secret. 
We have a complete committee procedure. 
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For example, NPA does not have that. We are very hesitant about 
moving in n sta too fast to use their committees on our problems, but 
we are looking into that. But I want to point out that there were 
several aspects that have to be iniveationiel 

The CHarrman. We have a great many questions to propound to 
Mr. Small and I hope we will be able to conclude today. I simply 
want all of you to keep that in mind. 

Mr. Stevens. I just want to ask if any of the gentlemen who are 
now testifying would be surprised—if it would come as a complete 
surprise to any or all of them—to learn that yesterday the Assistant 
Attorney General, Mr. Morison, testified that in his opinion the words 
“full-time Government official” in the October 19 letter to which I 
referred did include a without-compensation officer of the Govern- 
ment ? 

Would that be a surprise to you, Mr. Kidston ? 

Mr. Kinston. A full-time Government employee did include a with- 
out-compensation person ¢ 

Mr. Bryson. I understood him to say the opposite. 

Mr. Stevens. His testimony was that they must be under the chair- 
manship of a full-time Government official. You are correct. I stand 
corrected, 

The CuHatrman. His position was that they are not. 

Mr. Stevens. His position was that a “full-time Government official” 
was a full-time Government official who was salaried 

Mr. Kinston. Our interpretation is that a WOC appointed full-time 
employee is an employee of the Government and as such can act as an 
operator, can supervise. 

Mr. Scanian. There is a legal interpretation to back that up. Mr. 
Morison is an eminent lawyer, but Executive Order 10182 speaks of 
full-time salaried employees. You can have a full-time nonsalaried 
employee and full-time WOC employee. We operate on the theory 
that we can have a WOC full-time employee. Our interpretation may 
not be correct, but we hardly think it is unreasonable. 

The Cuamman. That will have to be clarified by some agency of 
the Government so there will be no doubt in the minds of any officials 
inany department. This subcommittee will undertake to communicate 
with the Department of Justice so they can give a concise definition, 
so there will be no doubt about it. 

Proceed, Mr. Small. 

Mr. Smatxi. Thank you, sir. 

Because of the careful selection and screening by governmental staff 
members, an exceptionally strong committee organization has been 
developed to advise the Munitions Board on broad levels of policy 
related to industrial-mobilization planning, particularly regarding 
matters of productive capacity and stoc kpile aero wT we 

At the present time, approximately 900 industry leaders have been 
organized into 26 industry advisory committees and 65 subcommittees. 
Of this total, the National Industrial Reserve Review Committee is 
required by Public Law 883, Eightieth Congress; 12 committees re- 
quire security clearances above “confidential”; and 38 committees were 
established under authority of Public Law 520, covering MB stock- 
pile responsibilities, and have a security clearance through “confi- 
dential.” Public Law 520 requires that the stockpile committees be 
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established with the concurrence of the Secretary of the Interior. 
All of these committees have been established since January 1947. 

The Munitions Board procedures covering the use of industry ad- 
visory committees have been informally approved by the Department 
of Justice. Copies of the procedures have been furnished this sub- 
committee, 

With specific reference to the Industry Advisory Committee on 
Military Contractor Relationship, this committee was established on 
April 2, 1949, for the purpose of advising the Munitions Board on 
specific problems and difliculties which arose from time to time be- 
iween the suppliers of the Department of Defense and the Military 
Departments. The committee membership was not selected to repre- 
sent any particular segment of the business world, but was chosen par- 
ticularly and carefully to represent industry generally. It is my 
understanding that none of the companies represented on the commit- 
ive Me as in competition with another. 

A specific task was given to the committee at the time it was estab- 
lished on which the committee has spent the major portion of its time. 
This task involved a comprehensive study of pricing and price-adjust- 
ment practices of the military departments during World War IL and 
in the postwar period, This study was to be used as a basis for recom- 
mending improvements in current procurement practices and policies 
and in ‘recommending measures for conducting pricing and _ profit- 
control activities in the event of another emergency. 

I understand that copies of all significant papers exchanged bet ween 
the Munitions Board staff and this advisory committee were fur- 
nished by the Munitions Board to Mr. Shears, of the Celler subcom- 
mittee, during November 1950. 

It must be made clear that the responsibility of the Munitions Board 
for mobilization planning was somewhat curtailed during June 1950 
and later superseded almost entirely with the creation of the civilian 
control agencies under the Defense Production Act of 1950. Prior 
to that time the Munitions Board was charged with developing studies, 
recommendations, and plans in the field of economic st: tbilization, 
among other areas. The study on pricing and profit policy, in which 
this advisory committee was to assist, was initiated a year or so before 
the Kerean episode. The committee was requested to furnish advice 
on specific measures and proposals initiated by the Munitions Board 
-taff in the entire field of Government pricing and profit controls and 
was periodically requested to submit answers to pertinent questions 
on subjects where considerable controversy or doubt existed as to the 
desirability or soundness of past and current practices, used by the 
armed services in conducting procurement, and on policies and prac- 
tices developed and promulgated by other Government control agencies 
during World War II. 

On the basis of committee responses to the various questions and 
Munitions Board staff proposals referred to it, many worth-while 
recommendations pops which were carried forward in the nature 
of either a finished or approved policy within the Department of 
Defense. Other pecomaneadatioun resulted which were transmitted 
to civilian Government agencies, such as the NSRB, on planning 
matters, when the final decisions were outside the scope of the Depart- 
ment of Defense. 
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Going back to the generalities again concerning all Munitions Board 
industry advisory committees, since September 8, 1950, and as of June 
1, 1951, there have been 59 meetings of Munitions Board industry 


advisory groups. 


A list of these meetings follows: 


EXHIBIT No, 22 


Meetings of Munitions Board Industry Advisory Groups, Sept. 8, 1950, to June 1. 


Committee, subcommittee, or 
task group 


Aircraft Industry Advisory 
Committee, 
0 
Industrial Security Sub- 
committee, 

Chemical Industry Advisory 
Committee: Working group 
on molasses. 

Electronics Industry 
Committee 

Quartz 
mittee, 
Do 
Transmitting 
committee. 
Do 
Capacitors Subcommittes 


Advisory 


Crystal Subcom- 


Sub- 


Tube 


Do 
Receiving 
mittee 
Do_. 
Do 
Steatite Subcommittee 


lube Subcom- 


Indicating instruments 
Do 
Do 

Resistor Subcommittee 


Litz and Magnet Wire Sub- 
committee 
Test Equipment Subcom- 
mittee. 
0 
Transformer Subcommittee 


Dynamotors Subcommittee 
Do 

Relay Subcommittee 
Do 

Spare-parts provisioning 


Sonar Transducer Subcom- 
mittee. 
Fibers Industry Advisory Com- 
mittee. 


Foundry Industry Advisory 
Committee: Technical Sub- 
committee. 

Insurance Advisers, Board of 

Do 
Do 
Do 
Do 

Internal Combustion Engines 
Industry Advisory Commit- 
tee. 


Do 
Medical-Dental Resources In- 
dustry Advisory Committee 
Special task group. 
National industrial reserve re- 
view 
Do 


| 1 
Dec. 12 


Meeting date 


Nov. 20, 1950 


May 24, 1951 


Mar. 5, 1951 
Sept. 20, 1950 
Jan. 15, 1951 
Oct. 4, 1950 
Feb. 27, 1951 
Oct. 9, 1950 
Feb. 12, 1951 
Oct. 19, 1950 


Nov. 29, 1950 


Oct. 19, 1950 
Nov. 21, 1950 
Mar. 9, 1951 

Nov. 9, 1950 
Nov. 15, 1950 
Dec. 6, 1950 

Mar. 23, 1951 
Novy. 21, 1950 
Nov. 29, 1950 
Feb. 7, 1951 

May 16, 1951 
Feb. 28, 1951 


Mar. 7, 1951 
May 8, 1951 
Mar. 16, 1951 
May 9, 1951 
May 1, 1951 


Mar. 8, 1951 
Oct. 9, 1950 


Oct. 18, 1950 


Jan. 3, 1951 
Jan. 31, 1951 
Apr. 5, 1951 
May 24-25, 1951 
Feb. 15, 1951 

2, 1950- 


Apr. 10, 1941 
Feb. 15, 1951 


Dee. 5, 1950__ 


Feb. 20, 1951 


1951 


Presiding officer 


Mr. M. P. Ferguson, Bendix Aviation 
Corp. 

Maj. Gen. F. H 
Board. 

Mr. G. H. Davis, 


Griswold, Munitions 
Munitions Board 


Commercial 


Mr. A. K. Hamilton, 


Solvents Corp 
Mr. Marvin Hobbs, Munitions Board 
Mr. G 


E. Wright, Bliley Electric Co 


RES 
Mr. H. J. Hoffman, Machlett Labora- 


tories 
do 
Mr. P. M. Deeley, Cornell-Dubilier 
Electric Co. 
do 
Mr. R. E. Carlson, Tung-Sol Lamp 
Works. 
do 
oe 
Mr. C. L. Snyder, General Ceramics 
& Steatite Corp. 
Mr. H. L. Oleson, Weston Electrical 
Instrument Corp. 
Mr. H. L. Oleson, Weston Electrical 


Instrument Corp. 
John M. Keggy, Westinghouse Elec- 
tric Corp. 


Mr. H. A. Ehle, International] Resist- 
ance Co, 

Mr. H. W. Clough, Belden Manufac- 
turing Co 

Mr. C. E. Williams, Allen B. Du- 
out Laboratories, Inc 

ao 

Willfm E. Wilson, Acme Electric 

Corp. 


Robert Carter, Carter Motor Co 


ao 
Ralph J. Brengle, Potter & Brumfield 
ao 
Louis F. Schropp, Western Electric 
Co 


A. L. W. Williams, Brush Develop- 
ment Co. 

Mr. W. C. Craig, Whitlock Cordage 
Co, (alternate industries chairman). 

Mr. M. Kuniansky, Lynchburg 
Foundry Co. 


Mr. T. i. 
(Director). 
do 
do 
do 
do : 
Mr. C. E. Nelson, Jr., 
Motor Co 


Kane, Munitions Board 


Waukesha 


_do 
Capt. M. K 
Armed Services 
ment Agency. 
Maj. Gen. J. V. Matejka, Munitions 
Board (Chairman 
Mr. H. K. Clark, Munitions Board 


Navy, 
Procure- 


Cureton, U. § 
Medical 


Classification 
of minutes 


Classified 
Do. 
Do. 


Unclassified 


Classified 
Do. 


Do. 
Do. 


Do. 
Do. 


Do. 
Do. 


Do 
Do 
Do. 
Do 
Do. 
Do. 
Do 
Do. 
Do. 


Do. 
Do. 


Do. 

Do 

Do. 

Do. 
Unclassified 
Classified 
Unclassified 


Do. 


Classified 
Do. 
Unclassified 
Do. 

Do. 
Do. 


Do 
Classified. 


Do. 


Unclassified 
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ExuHIBIT No, 22—Continued 


Mectings of Munitions Board Industry Advisory Groups, Sept. 8, 1950, to June 1, 
1951—Continued 


Committee, subcommittee, or . ; ‘<= — ae Classification 
’ task group Meeting date Presiding officer dt on india 
Nonferrous Metals Industry Sept. 15, 1950 Mr. H. Ll. Young, American Zine ( sifle 
Advisory Committee Lead & Smelting Co 
Nonmetallic Minerals Industry Apr. 13, 1951 Mr. Maleolm H. Barnes, Linde Air | Unclassified 
Advisory Committee: Jewel Products Co 
Bearings Subcommittee 
Packaging Industry Advisory Sept. 8, 1950 Rear Adm. M. L. Ring, Munitions | Classified 
Committee. Board (Government Chairman 
Do Apr. 16, 1951 Neil A. Fowler, General Box Co Do 
Kubber Industry Advisory Mar. 23, 1951 Mr. } bD. Bates, Jr., Munitions | Unclassified 
Committee: Stockpiling Sub Board 
F committee 
storage and handling Industry | Sept. 13, 1950 Rear Adm. M. L. Ring, Munitions Do 
Advisory Committe Board 
Do Dec. 13, 1950 A. B. Drake, American Warehouse Do 
man's Association 
Nanning Subcommittee Sept. 20, 1950 do D 
Do Nov. 20, 1950 do Do 
Do Mar. 16, 1951 do Classified 
Do Apr. 24, 1951 do Unclassified 
Merchandise-warehousing | Oct. 30-31, 1950 | Mr. B. A. Dickson, Terminal Ware- Do. 
task group house Co, 
Do Apr. 2-3, 1951 | do 1) 
Do Feb. 9, 1951 do Ik 
Refrigerated-warehousing | Sept. 28, 1950 Mr. V. O. Appel, Fulton Market Cold D 
task group. Storage Co 
Palletization of large-caliber | Feb. 28, 1951 Mr. R. C. Sollenberger, Conveyor Deo 
ammo task group. Equipment Ma nut wturers Asst 
ciation 
Do 4 oe Apr. 6, 1951 i do Do. 
Synthetic Fibers and Silk In- | Nov. 21, 1950 Col. Earl D. Payne, member of board Do, 
dustry Advisory Committee. (Government Chairman 


I think that finishes the prepared statement, Mr. Chairman. 

Mr. Goupstern. In accordance with the subeommittee’s very definite 
policy of not trying to draw unfair inferences or create situations 
where unfair inferences may be drawn, I should like to make it clear 
at the outset of these questions, this particular series of questions 
directed to Mr. Small, that counsel is aware that the record is amply 
clear that the Munitions Board does not have any functions in the 
letting of contracts or determining who should obtain contracts. 

Mr. Small, you are the Chairman of the Munitions Board. Would 
you briefly explain to us what your functions as chairman entail ¢ 

Mr. Smauww. That as a rather large order. 1 will try to explain it 
briefly. 

The Munitions Board, one concept of it, if you like to put it that 
way, is that it is a board of directors of the biggest business organiza- 
tion in the world and in that business organization we want to have 
efficiency, we want to have economy, we want to get the most for our 
defense dollar, we want to get standardization as much as we can 
between the three services. We want standardization in their prac- 
tices, their polices and their contracts, et cetera, currently and in a 
time of emergency where we have shortages of one kind or another 
which are bothering us, and one of the very important functions 
of the Munitions Board is the requirements of the services, of the 
individual services, how much steel does the Army need, how much 
does the Navy need, how much does the Air Force need, or aluminuin 
or copper or chromite or anything else among the wide range of things 
involved in the shortage picture. 

One of our jobs is to take the requirements as stated by the military 
and squeeze the water out of them to make sure that they are sound, 
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that they are valid, that they are realistic and, in order that, when we 
turn to the civilian agencies and say that we need this much steel for 
the third quarter of 1951, let us say, that that figures is a pretty good 
figure, so they can guide their actions of what they are doing in the 
civilian economy with a very realistic knowledge of what it is that 
our contractors or installations are going to require. 

Therefore, in the field of requirements we have a very real job of 
work to do. 

What are requirements? I say so many tons of steel during the 
third quarter of 1951 for direct munitions, for guns, for bazookas, for 
tanks, for the weapons of war, we will be taking slightly less than 
10 percent of the steel of our country. Next year, about the middle 
of 1952, if nothing happens, if things continue as ‘they 1 now are, we 
will peak up probably at around 15 percent of the steel of our country. 

Those figures of requirements of steel spring from how many guns, 
how many tanks, how many bazookas, how many airplanes, and so 
forth, and that means that you have to go to quantities of weapons. 
Then the quantities of weapons have to be examined, audited, if you 
like, in terms of the procurement schedule. Who is going to make 
those tanks’ When is he going to deliver those tanks? Knowing 
the lead time—you cannot deliver the steel for the tank the day before 
you deliver the tank. You have to go back in lead time about a year 
or 8 months or 7 months, depending upon the particular end product 
that is being produced. You have a definite lead time. So you have 
to audit the requirements in terms of the end product and the end 
product in terms of lead time to bring it back and get the timing of the 
impact on the steel mill. 

That, in turn, is another facet of procurement: therefore, when I 
say procurement, requirements, and production schedules, they are 
three phases of the same triangle, because each one of them represents 
one aspect, one part of the particular problem. So our major activi- 
ties and mine as Chairman of the Board and as director of the staff 
of the Board, is to see to it that we perform all functions in these 
three broad areas, plus stockpiling, which is a fourth, to see to it that 
insofar as practicable the policies which are enunciated by the Mu- 
nitions Board are carried out, that those policies are sound, that they 
lead toward more efficient operation, within this tremendous business. 
and that those policies are carried out and that the results are what 
we intended. 

Mr. Gotpstern. Mr. Small, I might not have made my question 
clear. 

In order to go along. in this series of questions. I am more particu- 
larly interested not in the functions of the Board per se, but rather in 
the individual duties of the people about whom I am going to ask 
a series of questions. 

Just for background, you were at one time vice president of Emerson 
Radio & Phonograph Co.; is that correct ? 

Mr. Smauv. That is correct. 

Mr. Gotpstern. Immediately beneath vou in the hierarchy of the 
Munitions Board there are a number of Vice Chairmen ? 

Mr. Smarty That is correct. 

Mr. Gotpstern. One is designated the Executive Vice Chairman of 
the Munitions Board? 

Mr. Sma. Correct. 
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Mr. Gotpstern. Would you explain briefly, if you can, his particu- 
lar duties as Executive Vice Chairman ¢ 

Mr. Smaut. I will read them to you. 

Subject to the authority and direction of the Chairman, Munitions Board, 
the Executive Vice Chairman— 

1. Acts for the Chairman in the direction and general management of 
Munitions Board activities, in implementing decisions of the Munitions 
Board, and in relationships with industry, the military departments, and 
other governmental and Department of Defense agencies. 

2. Directs the Munitions Board staff and subordinate agencies in the 
discharge of Munitions Board statutory and delegated responsibilities, 

3. Recommends to the Chairman items to be included in the agenda of 
the Munitions Board. 

4. Prevides secretarial services to the Munitions Board, including the 
ecordination, preparation, and distrubution of agenda and minutes, and 
administrative arrangements for Board and related staff meetings. Main- 
tains the follow-up of correspondence serving to implement Board decisions, 
and a register of significant policies established. 

Mr. Goupsrrin. In view of the fact that apparently you do have a 
document which outlines the duties of the Executive Vice Chairman, 
I would assume that the remaining Vice Chairman of the Board are 
also defined. therein. I wonder if you would submit that for the 
record, sir? 

Mr. Smauu. Yes, sir. 

The Cuarmman. That will be accepted. 

(Munitions Board Order No. 51-34, subject, Munitions Board Or- 
ganization and Functions, dated April 10, 1951, was received by the 
subcommittee.'®) 

Mr. Goupstern. Mr. H. K. Clark is a WOC, and he is president of 
the Carborundum Co. He is the Executive Vice Chairman ¢ 

Mr. Smatyu. That is correct. 

Mr. Goupsterx. You have a Vice Chairman for Production and Re- 
quirements. Are his duties set forth in the document which we have 
referred to? 

Mr. Smauu. Yes, sir. 

Mr. Goupsretn. He is Mr. Cornelius Middleton, another WOC em- 
ployee, who is director of Babcock & Wilcox ? 

Mr. Smauu. That is correct. 

Mr. Goupsrern. Now, you have a Vice Chairman for International 
Programs. Would you state his name and duties and outside affilia- 
tions ¢ 

Mr. Smaui. Mr. William T. Van Atten, vice president of Dun & 
Bradstreet, New York. 

Mr. Goupstetn. He is also WOC ? 

Mr. Smauu. Yes, sir. 

Mr. Gotpsrern. You have another Vice Chairman for Supply Man- 
agement. 

Mr. Smauxi. The Vice Chairman for Supply Management is Mr. 
William J. McBrian, who is vice president of Caterpillar Tractor 
Co., Peoria, Il. 

Mr. Go.psrern. He is vice president in charge of sales? 


1° See appendix, infra, p. 953 ff. 
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Mr. Smacvi. I think he has several departments under him, including 
purchasing and sales. No—that is wrong, he has purchasing and fiseal, 
not sales. 

Mr. Goupstrerx. Do vou happen to know—and it is clear in the 
record, of course, that the Munitions Board does not have the powe: 
to let contracts—whether in World War IT the Caterpillar Tractor 
Co. was 1 of the 50 companies that received the greatest volume of 
prime contracts / 

Mr. Smauu. It was No. 44. 

Mr. Gorpstrix. And as I remember, at the present time, it is cor 
rect to state that the Caterpillar Tractor Co. ranks among the top 
100 receivers of prime contracts: isn’t that correct / 

Mr. Saari. I will tell vou that in a second, if I can find it. Iam 
told it is No. 76. : 

Mr. Srevens. Is it correct, Mr. Small, that Mr. MceBrian has nothing 
to do with the letting of contracts to the Caterpillar Tractor Co.? 

Mr. Svanzu. Nothing whatever. 

Mr. Govpsrern. Will you name the Vice Chairman for Stockpile 
Programs and give his affiliations / 

Mr. Smautu. The Vice Chairman for Stockpile Programs—we had 
Mr. Seybold. Is that the man you are referring tof Mr. Seybold 
is no longer with us. He is back at Purdue. Mr. Carl Rolle, who 
isa full-time Government employee, is now acting. 

Mr. Goupstrein. Is Mr. Seybold subject to recall 

Mr. Smauy. He is subject to recall on an advisory basis only for 
Aa day or two at a time. 

Mr. Srevens. Has he returned to his company or gone to Purdue? 

Mr. Swann. Mr. Seybold, I think, has the title of financial adviser 
to Purdue University. 

Mr. Srevens. He is no longer connected with Westinghouse / 

Mr. Smauu. No, other than as a retired employee. 

Mr. STEVENS. He was vice president of Westinghouse ( 

Mr. Smacu. He was retired from Westinghouse when he came to us. 

Mr. Srevens. After he left vou. he did not go back to Westing- 
house / ‘ 

Mr. SMALL. No, sir. 

Mr. Goupsrrer~. Inasmuch as Mr. Stevens has mentioned Westing- 
house, was Westinghouse one of the top 100 receivers of prime Gov- 
ernment contracts during World War II and is it currently among 
the top Li)? ‘ 

Mr. Smautzi. Westinghouse was No. 16. Westi 
16 in the value of assets of companies in this country. It was 21 
on the list of World War II prime contractors and it is 24 on the 
list of contractors from July 1, 1950, to May 31, 1951. 

Mr. Goupsrrmn. Is there a Military Director for Production ? 

Mr. Smarty. Yes, we have General Matejka, who is a major genera! 
in the Army. Signal Corps. 

Mr. Goupsrers., And is there a Military Director for Supply 
Mar agement / 

Mr. Smauu. Admiral Ring, who is here today. 

Mr. Goupsrrin. Anda Military Director for Requirements ‘ 

Mr. Smatt. That is Major General Griswold, who is an Air Force 
general. He was Deputy Matériel Directé r of the Office of the Air 
For e before he « ame to us. 
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Mr. Goupsrern. Would it be fair to say that the ground you just 
covered covers the top hierarchy of the Munitions Board ¢ 

Mr. Smauu. If you include the legal and the other advisers that I 
have. I have a group of advisers on special problems. In the day-to- 
Gay oper itions your comment is correct. Those are the legs of the stool 
and those are the people who are working. 

Mr. GoLpsTeIN. I would like to submit for the record at this time, 
“Item I—list of chairmen, vice chairmen, and top officials in the Muni- 
tions Board,” a document prepared by the Munitions Board. 

The Cuamman. That will be accepted for the record. 

(The document described above is as follows :) 


Exnisir No, 23 


IveM I, List OF CHAIRMEN, VICE CHAIRMEN, AND Top OFFICIALS IN THE MUNITIONS 
Boarp 

Chairman: John D. Small 

Executive Vice Chairman: Harry K. Clark 

Vice Chairman for Production and Requirements: C. W. Middleton 

Vice Chairman for International Programs: William T. Van Atten 

Vice Chairman for Supply Management: W. J. MceBrian 

Military Director for Production aud Requirements: F. H. Griswold, major 

general, USAF 

Military Director for Production and Requirements: J. V. Matejka, major general, 

United States Army 
Military Director for Supply Management: M. L. Ring, rear admiral, United 

States Navy 

Mr. GoLDSTELN. Where in this lnerarcliy which we have just vone 
over and the list which has just been accepted as an exhibit do we tind 
anvthing concerning a small-business unit ? 

Mr. SMaiy, Do you have one of our charts’ There is a chart here 
in this deecument which has been submitted for the record. 

Mr. Gotpsrein. Do you have an extra copy of that ‘ 

Mr. Smatn. We have plenty of them. We will be glad to give you 
more if you need them. 

Among the special advisers which T have who are connected direct ly 
to the chairman, there is one on small business. The actual operating 
Office of Small Business is in Supply Management, because that is 
where procurement policy is established, in that office, having to do 
both with small and large business, and it is a separate office reporting 
tothe Vice Chairman for Supply Management, who speaks with all the 
authority that I have and who can act directly. 

The CHamman. If you don’t mind, Mr. Small, I would like to put 
this chart in the record concerning the Munitions Board organization. 

Mr. Smauu. Yes, sir. 

(The chart referred to is herewith inserted.) 

Mr. Goupster. Is it correct to say, in your day-to-day operational 
organization at the top level of the hierarchy, there is no specific vice 
chairman or equivalent whose duties relate to the small-business unit 

Mr. Smauu. There is a rule of management—I have been involved 
in management for a good many years—that you cannot have too 
lnany twigs—too many men reporting directly to the top man. They 
do it in some of the banks. I do not know how they get away with it. 
The man who has charge of small business in the hierarchy within 
the Munitions Board, if you wish to call it that, has whatever contact 
he wants to have directly with me. My door is open to him. He is 
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one of my advisers. In addition to that, for the day-to-day opera- 
tions, where procurement and procurement policy is involved in this 
thing—and small business must be meshed in with all procurement— 
he works with my right arm, the Vice Chairman for Supply Manage- 
ment. As I say, if there is any question in his mind that he thinks 
should be brought up to me, the door is open. He is a special adviser. 
Therefore I think he is the representative of small business. 

Mr. Gotpsrern. Who is the head of your small-business unit at this 
time? 

Mr. Smaui. Mr. Lennihan, who is a new man. He has just been 
brought in as head of the Office of Small Business. His experience 
record shows that from 1925 to 1935 he was president of the Hamilton 
Woolen Co. of Southbridge, Mass. In 1935 to 1937, he was vice presi- 
dent of the Nashua Manufacturing Co., a small business. In 1939 to 
1941, he was president of the LaSalle & Koch Furniture Store in To- 
ledo. From 1949 to date he has been a private counselor and con- 
sultant to small-business firms. 

Mr. Goupstern. Who is your adviser on small-business affairs ? 

Mr, Smaui. Mr. Lennihan. 

Mr. Goupstetn. Is he both an adviser on small-business affairs and 
the head of the small-business unit at the same time ? 

Mr. SMaux. That is right. 

Mr. Govpsrrin. On June 1, 1951, the chairman of this subcommittee 
addressed a letter to your organization seeking a list of small-business 
consultants and a list of persons to whom they reported and, in re- 
sponse to that inquiry, I would like to read for the record the follow- 
ing letter received from the Munitions Board. It is addressed to the 
chairman, dated June 11, and is signed by Mr. H. K. Clark, Executive 
Vice Chairman. 

I would like to read the second paragraph: 

Inasmuch as there are no small-business consultants to the Munitions Board, 
statements on items 2 and 3 are not applicable. 

In that regard, I wonder just whether there are or are not small- 
business consultants in view of Mr. Lennihan’s position with the 
organization. 

( The letter referred to follows :) 


Exurpir No. 25 
MUNITIONS Boarp, 
Washington 25, D. C., June 11, 1951. 
Hon. EMANUEL CELLER, 
Chairman, Subcommittee on Study of Monopoly Power, 
Committee on the Judiciary, House of Representatives. 

My Dear Mr. CHAIRMAN: In reply to your letter of June 1, 1951, requesting 
information on Munitions Board personnel, attached herewith (enclosure 1) isa 
listing of the information called for in item 1 of your letter. 

Inasmuch as there are no small-business consultants to the Munitions Board, 
statements on items 2 and 3 are not applicable. 

As requested in item 4, attached (enclosure 2) are copies of informal memo- 
randa submitted to Munitions Board officials since September 8, 1950, by con- 
sultants on small business. 

If we can be of further assistance, piease call on us. 

Sincerely yours, 


H. K. CLark, 
Executive Vice Chairman. 
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Mr. Smaut. I do not understand. 

The Cuarrman. This letter is dated June 11. 

Mr. Sma. I know it is. I think this is a badly worded letter, and 
Mr. Kidston here says they are talking technically about some grade 
15’s whom we are authorized to have, but whom we do not have as 
grade 15’s. 

Mr. Kinston. Mr. Lenihan isa grade 15. 

Mr. Goupsrern. You are authorized to have grade 15 personnel ? 

Mr. Sma. I myself understood Mr. Kidston to state what I told 
you. However, he says it refers to something else. We have a small 
business adviser, Mr. Lenihan, who is a grade 15, who is also the head 
of the Office of Small Business. We do not have any small business 
consultants, which is a different administrative term, who are in on a 
$20-a-day basis whenever they work, or something like that. ‘That is 
a different form of employment. The letter is correct. 

Mr. Gopsrern. Sir, | have before me a document dated April 5, 
1951, Department of Defense, Office of Public Information, No. 65 
518, Fact Sheet, entitled “Established Small Business Target Objec- 
tives and Appointments of Small Business Specialists in Each Pro- 
curement Office To Increase Small Business Participation.” Are you 
familiar with that document ? 

Mr. Smauzt. Maybe I understand this and maybe I do not. 

Mr. Gotpstern. I would like to draw the subcommittee’s attention 
to page 9 of that document, paragraph 5, which is the last paragraph 
and which reads as follows: 

Small-business specialists will be appointed by name in writing and will be 
directly responsible to the appointing authority. The power of appointing small- 
business specialists will not be delegated below the head level of the heads of 
procurement activities. It is desired that the positions of small-business special- 
ists be filled by personnel of the highest caliber with extensive experience in 
industry and that preferably they should be filled by small-busness men. 

Am I correct? 

Mr. Smatu, What are you reading from now? 

Mr. Gotpstetn. Page 9, which I previously identified. 

The Cuarrman. Identify it again. 

Mr. Gotpstetn. It is Department of Defense, Office of Publication, 
Washington 25, D. C., No. 65-518, dated April 5, 1951, Fact Sheet, 
Established Small-Business Target Objectives and Appointments of 
Small-Business Specialists in Each Procurement Office To Increase 
Small-Business Participation. 

Mr. Sma.t. I have the piece of paper in front of me, and if you 
will refer back to paragraph 2 of the same piece of paper, it says: 

“Small-business specialists will be appointed in each procurement 
office of the military departments and, where suitable, in higher offices 
concerned with procurement.” 

They are appointed by the military services, by the Army, by the 
Navy, and by the Air Force. 

Mr. Gotpstetn. That type of policy, of course—— 

Mr. SMALL. Originated with us. 

Mr. Gotpstern. Originates with you? 

Mr. SmMa.u. That is correct. 

Mr. Goutpstern. Am I correct in understanding that paragraph to 
mean that the appointing authority will be the tag see officer 
in the field procurement office of the various defense departments? 

Mr. Smatu. Yes; that is right. 
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Mr. Gotpsrern. In other words, the small-business specialists in 
the field office will be directly responsible to the gentleman in charge 
of the entire procurement program ¢ 

Mr. SMaty. To the commanding officer of the procuring office. 

Mr. Goupstern. And in that case, if his policies were in any sense 
contrary to the over-all procurement policies, he would report directly 
to the man with whom he is in disagreement ? 

Mr. SMatu. That is correct. 

Mr. Goupstern. Is there any channel, according to your program 
for small-business specialists, which provides for small-business 
specialists, whose interests, we assume, are in favor of small business, 
going directly to the small-business consultant in your office without 
interference from the person who has appointed him and to whom 
he is responsible under this program ? 

Mr. Sma. For the ematl-hadanatn specialists in the local procure- 
ment office to bypass and go out of channels and come in to us 

Mr. Gotpstern. In an emergency situation. 

Mr. Smaty. No: I do not think so. That is not set up. 

We do have out in the field 13 regional groups, consisting of the 
top man in the Army, Navy, and Air Force, procurementwise and 
productionwise, who are members of a committee comparable to the 
Munitions Board in that region, and there is a chairman of that 
group appointed by the Secretary of Defense who acts both for the 
Munitions Board and for the Assistant Secretary for Defense (man- 
power). If Lean carry on for a minute—— 

Mr. Gotpsrern. Certainly. 

Mr. Smarv. Also in each of these regions and in these various areas 
they have small-business specialists in NPA and DPA. I am fairly 
certain if there were any trouble existing down there by reason of a 
commanding officer of a procuring office appointing someone as a 
small-business specialist who was not sympathetic with them, they 
would get it very quickly through that regional committee or we 
would get it up through the department, because the secretaries of the 
department are just as alert to this problem as I am. 

Mr. Goupstrrern. I wonder. though, if, in your opinion, you would 
say that the person with whom the small-business specialist would 
necessarily be in disagreement on procurement policy would be the 
man to whom he makes his report, in the final analysis, on policy in the 
procurement office. 

Mr. Saati. I would like Admiral Ring to try to answer it. I 
thought what you said was true. 

Admiral Ring. Does the chairman wish to swear me ? 

The Cuarrman. Yes. 

Raise your right hand. Do you solemnly swear to tell the truth. 
the whole truth, and nothing but the truth, so help vou God? 

Admiral Rrxeg. I do. 

I think I have already been identified, sir. 

The Cratmrman. Yes; you have been identified. 

Admiral Ringe. The question that counsel has asked with regard to 
the small-business specialists, I do not think it is quite fair to say that 
he would, of necessity. be in disagreement with the master, over-all 
procurement policies of the office. Most of the big procurement offices 
are divided up commoditywise, and they have a number of buyers. 
What we feel in the Munitions Board is that it has the impact of a 
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man dedicated solely to small-business purposes who will be working 
with the buyers. Iam quite sure that the over-all policy of the office 
is dictated in the Department of the Army, for instance, by the Under 
Secretary of the Army, and is dedicated to getting something out to 
small business. ‘The difficulty would occur at the lower level where 
the individual commodity buyer might not be paying proper attention 
to small business. 

Mr. GOLDSTEIN. ] don't want to get too speculative or off the track, 
but is it an impossibility for vou to conceive of a procurement office 
under a command which might have policies contrary to those of the 
small-business specialist; in other words, the over-all command 
policy? Is that not a real possibility / 

Admiral Rune. It is a real possibility and, when that occurs, when 
the overriding policy of the officer is contrary to the best interests 
of small business, if it is an Army office, it is the function of the 
Under Secretary of the Army, who is a member of the Munitions 
Board—— 

The Cuairman. How will the latter authority know about it 

Admiral Ringe. He will know about the matter largely through 
the efforts of the Armed Forces regional councils, which Mr. Small 
has referred to, the 13 regional offices. Particularly, you will know 
about it through the field offices of the NPA, who are out there in 
the field operating under the Small Business Executive Committee 
of the Defense Production Administration here in Washington. 

Mr. Keating. And he may learn about it from the Members of 
Congress. 

Admiral Ringe. Sir, 1] would be surprised if he didn’t. 

Mr. Govpsrerx. Admiral Ring, are you not saying that at least 
for part of this clarification of channels, or clarification of informa- 
tion, the Munitions Board and Department of Defense are depend- 
ent upon another agency of the Government, namely, the NPA? 

Admiral Ring. I do not think so, beeause to accept your statement 
would be to indicate that the Army, the Navy, and the Air Force 
procurement Secretaries are wholly incapable of finding out what 
is gong on in the field. 1 can tell you, for instance, that the Under 
Secretary of the Army, when he heard of some troubles up in New 
York, personally took a trip to New York. I talked to him mivself, 
He said, “I have corrected the difficulty.” 

Mr. Goupstern. All of us are interested in the most expeditious and 
efficient manner of handling all these problems. Would you com- 
ment on the question of whether or not it would be more expeditious 
in the matter of handling small-business problems if the small-busi- 
hess specialist had a direct channel to the small-business unit of the 
Munitions Board ? 

Mr. Keating. And bypass the commanding officer ¢ 

Mr. Goupsrern. Yes. 

Admiral Ringe. If you want my personal opinion, I would shudder 
at such an unworkable arrangement. If you are going to put a man 
out ina procurement office, and tell him he is the commanding oflicer, 
certainly he has to carry out all the directives with regard to small 
husiness and everything else. 

Mr. Kearinc. You would have chaos out in the field. 

Admiral Rine. You would have nothing but chaos. 

The Cuamman. We were anxious to get your view of it. 
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Mr. Gotpstrin. Is your office equipped with executive type furni- 
ture! Idonot mean to be facetious, Mr. Small. 

Mr. Smatt. I think so. 

Mr. Kipsron. Yes; it is. It is older than Mr. Small is, I might 
add. 

Mr. Gorpstetn. The offices of the various vice chairmen who were 
WOC employees, would their offices be equipped with executive-type 
furniture ? 

Mr. Smauu. Yes. 

Mr. Gotpsrery. I wish to read to you a memorandum submitted 
by Mr. Frank R. McGregor, Director of Small Business, to William J. 
McBrian, Vice Chairman for Supply Management. I should have 
said former Director of the Office of Small Business. This memo- 
randum is dated April 19,1951. It reads as follows: 

Subject: Office Furniture for the Central Military Procurement Information 
Office in the Old Post Office Building. 

1. | have just been advised that the Old Post Office Building will be equipped 
with standard furniture for the information officers instead of the executive 
type that they are now occupying. We requested executive furniture from 
the Administrative Office. 

2. AS you are well aware, the Central Military Procurement Information 
Office, and in fact the entire Office of Small Business, has a very heavy public 
relations responsibility. The small-business man coming to Washington is 
keenly conscious of the treatment he receives and the atmosphere in which he 
receives it. I feel, therefore, that it is a mistake to downgrade the furniture 
in the Central Military Procurement Information Office in the Old Post Office 
Building. 

It is signed by Frank R. McGregor, Director, Office of Small Busi- 
ness. 

Mr. Kratinc. Who wrote that letter? 

Mr. Gotosrer. The then Director of the Office of Small Business. 

Mr. Krarine. To whom was that letter written ? 

Mr. Goupsterx. To Mr. William J. McBrian, Vice Chairman for 
Supply Management. 

Mr. Kinsron. That was after he had been turned down three times 
by my office. 

Mr. Kreatine. And he wrote to your superior ¢ 

Mr. Kinston. Yes, sir. 

Mr. Keatine. He tried to override your decision ? 

Mr. Kipsron. Yes, sir. To the best of my knowledge, we have not 
put in a request for executive-type furniture since the Korean War 
started. 

Mr. Kratinc. I commend you for it. 

The Ciatrrman. Where is the Small Business Office now? Is it in 
the same oflice where you function, Mr. Small ¢ 

Mr. Smautu. The Office of Small Business is in the same group of 
offices where I function, yes, but this information office, in order to 
make it more available to the small-business man coming into the 
city, has been placed over in the Old Post Office Building. It is easier 
to vet to than it is to go to the Pentagon. 

Mr. Keatrine. You are in the Pentagon ? 

Mr. Smauy. Yes, sir. 

The Cnatmrman. Are the facilities for the small-business opera- 
tion as commodious and as accessible as the other facilities of the 
Munitions Board ¢ 

Mr. SMati. How much square footage do they have? 
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Mr. Kinston. Right now, in our space in the Pentagon, we have 
an average of 72 square feet per employee. In our Central Procure- 
ment Information Office in the Old Post Office Building, we have 
6,500 square feet for 21 employees. We had the space in the Old 
Post Office Building pata Km gone over—new lights, painted, 
cleaned, the venetian blinds, cleaned the windows. 

The Cuarrmman. Is it air-conditioned ¢ 

Mr. Kinston. When they open the windows. 

The Cuamman. You do not mean to say if you open the window, 
you get good air? You get hot air, or let it out, whichever the case 
may be. 

Mr. Kipsron. The collector of internal revenue is right across the 
alley, so we keep the windows and the venetian blinds down. We 
happened to have in stock enough new class C furniture to equip 
that building. It is all new, but not executive type. 

The Cuairman. You do not treat. the small-business unit as a step- 
child? 

Mr. Sma. No, sir. 

Mr. Kinston. No, sir. 

The Cuamrman. That is the purpose of these questions. 

Mr. Keating. It is considered by you that it is more convenient for 
a small-business man who has business with your organization to go 
to the Post Office Building here in Washington than to go over to the 
Pentagon ¢ 

Mr. Kinston. Yes, sir. 

The Cuarrman. I would agree with you. 

Admiral Ring. It is $3.50,a round trip more convenient, sir. 

Mr. Gotpsrein. I would like to turn to the question of the industry 
advisory committees, if I may.. How many industry advisory com- 
mittees does the Munitions Board have and how many subcommittees / 

Mr. Sma. Twenty-six committees, 65 subcommittees. 

Mr. Goupsrern. Would it be approximately correct to say that, in 
cluding all alternates, these committees and subcommittees comprise 
some 1,075 members ¢ 

Mr. Kipston. Approximately 900. 

Mr. Goupsrern. I would like to request from the chairman that 
there be accepted for the record, but not printed, merely for the com- 
mittee’s files, this document entitled, “Munitions Board Membership 
Directory of Councils, Agencies, and Committees,” dated April 1), 
1951, which supersedes that of October 1950. 

The Cuarrman. That will be accepted. 

(The document referred to is on file in the offices of the subeommit- 
tee. ) 

Mr. Goupstern. This document contains a list of advisory commit- 
tees and subcommittees with members and alternates of such com 
mittees and subcommittees. ° 

Mr. Small, do you have that document before you? 

Mr. Smauu. I think I do; ves, sir. 

Mr. Gotpsrern. May I direct your attention to page 31. I would like 
information, if you have it, sir, on the committee entitled “Aluminun 
Magnesium Advisory Committee, Order No. 51-16, January 1917." 
Does that date signify the date of its establishment under your formal 
procedures ¢ 

Mr. Kinston. Yes, sir. 
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Mr. Gotpstrein. That was established pursuant to the act of July 
26, 19474 Tam sorry. Would you tell us under what act or statute 
that was established ¢ 

Mr. Kipsron. Public Law 520. 

Mr. Goupsrern. Are those industry advisory committees which were 
organized prior to the Defense Production Act organized pursuant to 
the act of July 26, 1947, section 303 4 

Mr. Smauu. I think I covered that in the statement. Shall I read it 
again 4 

Mr. Gonpsrern. Well, sir, I was just wondering if the committees 
prior to the Defense Production Act were set up under title 5, United 
States Code, section 171 (j) headed, “Advisory committees—appoint- 
ment, compensation, part-time personnel, applicability of other laws.” 

Mr. Saux. I will have to turn to the legal counsel on that one. 

Mr. Nrepertenner. Mr. Chairman, there are three authorities. I 
do not recognize that code citation, Is that the Security Act? 

Mr. Gotpsrern. That is the act of July 26, 1947. It is under the 
executive department. That is section 171 (h), which establishes the 
Munitions Board. 

Mr. NrepertenNer. That is the National Security Act, the act of 
July 26, 1947, section 303 of which provides for advisory committees 
and personnel, and procedure. Prior to that time, there was the 
Strategic and Critical Materials Stockpiling Act, which was the act 
of July 23, 1946, and there was a special committee set up under the 
National Industrial Reserve Act to review reserve properties held by 
Government. I point out in addition to that, under the Attorney Gen- 
eral’s letter of October 19, 1950, providing the committees are solely 
advi my y, there is no requirement for a statutory basis. 

Mr. Gotpsters. Thank you, sir. 

Your committees at the present time are under the provisions of 
section 701 of the Defense Production Act ? 

Mr. Kinston. No, sir. We have no committees in the Munitions 
Board established under that authority. Our committees are all es- 
tablished under the three laws that Mr. Niederlehner just mentioned. 

Mr. Gorpstern. Are they governed by the authority in section 701? 
I direct your attention to the previous testimony this morning with 
respect to the effect of the Attorney General’s letter and how it was 
applied to section 701. 

Mr. Kipsron. The provision of the Defense Production Act does not 
cover the Munitions Board. It covers the civilian control agencies and 
certain other defense agencies. 

Mr. Warpex. Do you feel the industry advisory committees of the 
Munitions Board are subject to the requirements of the Defense Pro- 
duction Act that industry advisory committees be representative on a 
geographical basis, contain representatives of both small and large 
business, and so forth 4 

Mr. Kipsron. That has always been our policy. 

Mr. Wacpen. But the acts under which vour industry advisory com- 
mittees were established do not contain such a provision. 

Mr. Kinston. We have alwi avs had it in our procedure. 

Mr. Warpen. But you do not feel compelled under the Defense 
Production Act to conform to that ? 

Mr. Kipsron. We are not covered by that. 

Mr. Smarr. We do feel compelled to conform. 
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Mr. Nrepervenner. The Defense Production Act, section 701, we 
do not feel covers the administration of the Munitions Board commit- 
tees; however, as I indicated to the chairman before, we are conform- 
ing our procedures to the Attorney General's letter of October 19, 
1950. 

Mr. Goupsrern. In other words, would it be correct to state that, 
although you feel you are not legally bound, you are morally bound to 
follow those principles? 

Mr. Smatx, That is correct. 

Mr. Goupstrerx., That has been your policy in handling these com- 
mittees ¢ 

Mr. Smauv. That is right. 

Mr. Stevens. Mr. Niederlelhner, don’t you feel you would be legally 
bound by the antitrust laws and you have some advice from the At- 
torney General as to what you must do to avoid violation of the anti- 
trust laws ? 

Mr. Nrepertenner. That is true; the advice of the Attorney General 
covers certain procedures that avoid certain inferences of possible 
violations; and, in order to protect our committees, we are very anxious 
tocomply with any suggestion of the Attorney General. 

Mr. Srevens. But the statute you are trying to avoid violation of 
is the antitrust laws rather than section 701. 

Mr. Nrepertenner. Yes. 

Mr. Goupsrern. I wish to hand you a copy of the minutes of the 
Stockpiling Subcommittee on Rubber, March 23, 1951, and ask you 
to compare those in attendance with the Rubber Industry Advisory 
Committee members set forth in the directory of April 1951 on page 
dv. I would like to direct your attention to that and ask you whether 
or not out of the 10 industry representatives listed as being in attend 
ance there are only 2 who appear on the official list of members of 
that subcommittee containing the official directory. 

Mr. Swan. Mr. Kidston advises me that when a member of the 
committee cannot attend the meeting, his alternate can come, and he 
believes that these men are all alternates of the people on the com 
mittee, ; 

Mr. Goupsrern. Does not the directory contain a listing of alter- 
nates ¢ 

Mr. Kipsron. This is March 23, which is, of course, before the 
directory. 

Mr. Gotpsrern. The direcory is dated April 1. I do not know how 
long it takes you to prepare documents, but it must have been prior 
to that. 

Mr. Kipsron. I will be glad to develop that for you and send you 
the information as to who these men are and why they were at the 
meeting.” 

Mr. Goupsrery. I will call your attention to the page denominated 
Roman numeral I of the directory which says, “Cut-off date March 
19, 1951.” 

Mr. Smauyi. On the list I find on page 57 there are no alternates 
named. 

Mr. Goupsrern. Looking at the minutes of March 23, 1951, of the 
Committee on Stockpiling of Rubber, I would like to call your atten- 





1 See appendix, infra, pp. 968-0969. 
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tion to the fact that in attendance were Mr. A. L. Viles, of the Rubber 
Manufacturers Association, and R. D. Young, of the Rubber Trade 
Association. Neither one of those persons or their associations are 
contained in the directory, and I wish to ask you whether it is custo- 
mary to have in attendance at meetings of industry advisory commit- 
tees persons and associations of that type who are not listed ? 

Mr. Satu. I cannot speak with authority on this. The answer is 
a rule of reason. You do if there is a reason for it. But you do not 
always have outside guests, if you like, as industry representatives, 
but maybe the confusion here results from calling them industry 
representatives and Government representatives. They are one or the 
other, even though they are not members of the committee. A. L. 
Viles is with the Rubber Manufacturers Association. These meetings 
of the committees are called to discuss individual problems. I notice 
that this one was called to discuss the following two questions arising 
from the recommendations of March 12, that the stockpile grade for- 
mula be changed to raise the ratio of remilled grades from 10 percent 
to 50 percent. 

In other words, it was a technical problem. You get the advice of al] 
the technical people you can get, whether they are or are not members 
of the committee. 

The Carman. Is it the practice to invite so-called guests to the 
meetings of these business advisory committees / 

Mr. Kipsron. Yes, sir. 

The Cuairnman. To any and all of the business advisory committees / 

Mr. Smatu. Whenever they deem it necessary to do it. 

The Cuamman. Who deems it necessary ¢ 

Mr. Smaui. The Government man who is responsible for the com- 
mittee, in this case Mr. Bates. 

Mr. Gouipstern. Before you had Government men as chairmen, was 
it the industry man ? 

Mr. Smauu. I think the invitation would be issued by the staff man. 

Mr. Kipsron. Even when we had industry chairmen, our staff man 
always prepared the agenda. The meetings would be called at his in- 
stigation, because the Government had problems to be discussed and 
we were seeking advice on those problems. He would, in many eases, 
find that the question was going to deal with a segment of the industry 
not represented on the committee and, therefore, he would deem it 
aivisable to invite other people from that industry segment to be 
there. 

I would be glad to supply the information as to why these people 
were there.” 

The Cramnan. I would like to address myself to the question of 
the practice of inviting so-called guests and the question of what 
authority there is to invite these guests to these business advisory com- 
mittee meetings if the membership is to be screened for loyalty and in 
some cases screened most rigidly because classified information might 
be divulged. JT think it is rather anomalous to invite so-ealled guests 
to these committees and their meetings under these circumstances. 

Mr. Kipsrox. It depends on the circumstances. 

The Cuamman. Who has the power of discretion to do this? Where 
does the power of discretion come from ? 


* See appendix, infra, pp. 968-969 
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Mr. Kinston. A man would not be invited as a guest to one of the 
classified meetings where we have to screen them for confidential or 
higher, unless he had been screened for that. Ee 

Mr. Gotpsre1n. In determining the advisability or necessity of call- 
ing guests, are the criteria the same as those for making sure that 
the entire make-up of the meeting is representative, according to the 
terms which apparently you were willing to adhere to, in section 701 of 
the act, the Defense Production Act? 

Mr. Kinston. The criteria for inviting guests is set out in part 6 of 
our procedure. 

Mr. Goupstrer1n. What I have in mind is this: Among the guests are 
representatives of trade associations. 1 notice in looking at the affilia- 
tion of the other members of the committee that they were all mem- 
bers of the trade associations themselves at least, in some cases, such 
as Firestone, which is obviously a member of the association, and is 
represented by trade-association people. 

Mr. Kinston. We are not familiar with the facts of this particular 
meeting. We would like to develop the information for you.” 

The Cuairman. I think it might be well to have the record dis- 
close such information subsequently, and you will supply the informa- 
tion, the details, concerning that meeting. 

Mr. Kinston. To cover some industries, to cover every segment, we 
might need fifty or a hundred men. It would be too cumbersome to 
do a job. Therefore, we have this provision where, if a particular 
segment of the industry is not represented in the committee, we invite 
the people from that segment. 

Mr. Smauu. Mr. Chairman, may I have Mr. Scanlan speak to the 
point. He has discussed this with Justice. 

Mr. Scanian. This point about whether we could have people in 
attendance at the meetings other than members of the committee or 
Government representatives came up in our discussions with the De- 
partment of Justice. They objected to the form we proposed in our 
procedures which would allow others than members to participate. 
We bring people in because we want to find out information. In one 
sense of the word they are guests and in another sense of the word 
they are responsible individuals furnishing information we want. 
We did try to spell out in our procedures and we were successful in 
doing so, that such nonmembers or, if you prefer, guests, would be 
under the control and direction and there at the invitation of the 
Government chairman, and I believe that part of our procedure met 
with the informal approval of the staff representatives of the Attorney 
General to the extent we provided that any invites would be under 
the direction and control of the Government chairman, 

Mr. McCutxiocn. Is there a directive relating to the matter of 
issuing invitations and giving notice of meetings? 

Mr. SCANLAN. I am not aware that the October 19 letter contained 
a directive in that regard. 

Mr. Goipsrern. Specifically, did the Department of Justice approve 
of the inviting of representatives of trade associations as guests ¢ 

I direct your attention specifically to representatives of trade asso- 
clations. 

Mr. Scanian. No, sir. We never discussed the problem of invitees 
or guests in the frame of reference of trade associations, but discussed 


” See appendix, infra, pp. 968-969 
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the problem generally and in an attempt to comply with the sugges- 
tion of the Department ef Justice, we did draw that up. We did 
discuss the problem of trade associations in another aspect. The 
Department of Justice, as | understand it, although they never laid it 
down as a formal directive or a formal requirement, does frown upon 
purely trade-association executives being members of advisory com- 
mittees. I know that objection has been made. I cannot speak about 
the membership lists of the committees. I do not have day-to-day 
contact with that. We have attempted to eliminate those who are 
purely trade-association executives. The Department of Justice ad- 
mitted that in a big industry most executives are members of a trade 
association. 

The Cuairman. There is a distinction between a member of a trade 
association and a paid executive. 

Mr. Scanuan. That is right. 

The CHarrman. In the case of the meeting referred to a while ago 
there were two trade executives of two different trade associations 
who were invited to this particular meeting. If the Attorney General 
frowns upon membership in these advisory committees being extended 
to members who are executives or directors of trade : associations; in 
other words, if the Attorney General of the Department of Justice 
does not want executives of trade associations to be members of these 
committees, do you still think it might be well to invite them as 
so-called guests, and wouldn’t that be a circumvention of the ideas of 
the Department of Justice? 

Mr. Scanian. No, sir. I do not think it necessarily follows. It is 
true that the Attorney General does not like and perhaps frowns very 
seriously upon the practice of having purely trade-association execu- 
tives as members of the advisory committee, but, if we adopt the alter- 
native, that such trade-association executives are not even to be sum- 
moned when they have information to give in an advisory committee 
meeting, we have cast them in the outer darkness and it does not 
follow that they cannot be heard from if they have information. 

The Cuatrman. They can be conferred with outside the meeting. 
They do not have to attend the meeting and participate. We have 
here involved the danger to other members of the committee other 
than the so-called guests, that they may be caught in the meshes of 
an antitrust law violation and it may be due to the fact that the 
trade executive may or may not say something or do something in that 
organization with respect to that committee meeting. So I think great 
care should be exercised. I am speaking for myself and not for the 
other members of the subcommittee, but I wondered whether or not 
the Munitions Board and Mr. Small and his colleagues should not give 
some real attention to the question of whether or not executives of 
trade associations should be participating in these meetings. 

Mr. Smart. Mr. Chairman, I think you are exactly right. I had 
a great deal of experience with these industry advisory committees, 
back in the War Production Board and CPA. I think we have to 

take another serious look and I want to know the reason if we have an 
association man at a meeting hereafter. 

The CHarman. That shows a real cooperation with this subeom- 
mittee. 

Mr. Gorpsterx. May I introduce into the record at this time on this 
subject a list of 21 trade associations represented by employees, as 
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distinguished from members, of trade associations that are represented 
on advisory committees to the Munitions Board? This list was pre- 
pared by our staff from the directory of April 1951, which is the one 
that was previously admitted in the record. I might say for the 
benefit of the subcommittee that the directory itself very clearly shows 
the distinctions between persons in private employment and persons 
directly representative of a trade association. 

The Cuairman. I think that is very important, Mr. Small. Here 
you have executives of such trade associations as American Drug 
Manufacturers Association, American Cotton Manufacturers Insti- 
tute, American Petroleum Institute, Association of American Rail- 
roads, American Society for Testing Materials, American Standards 
Association, Boston Wool Trade Association, Chlorine Institute, 
Conveyor Equipment Manufacturers Association, a Producers 
Association, Institute of Scrap Iron and Steel, Inc.,National Associ- 
ation of Wool Manufacturers, National Cotton Council of America, 
National Federation of American Shipbuilding, National Wool Grow- 
ers Association, Service Tools Institute, Shipbuilders Council of 
America, Steel Founders Society of America, Tanners Council of 
America, Underwear Institute, Wyoming Wool Growers Association. 


Iam confident, Mr. Small, that you and your colleagues will review 
this entire situation. 

Mr. SMaty. We will review it and report back to the subcommittee 
on it. 

The Cuarman. We are happy to have you do so. 

(The list of trade associations represented on advisory committees 
to the Munitions Board, is as follows :) 


Exner No. 26 
Trade associations represented on advisory committees to the Munitions Board 
/ q 


Trade association Representative on advisory committee 


American Drug Manufacturers Associ- K,. Bambach, assistant to executive vice 
ation. president. 
American Cotton Manufacturers Insti- R. C. Jackson, executive vice president, 
tute. 
American Petroleum Institute. - D. V. Stroop, assistant to president. 
Association of American Railroads. L. H. Aydelott, vice president in charge 
of operations and maintenance. 
American Society for Testing Materials. C. L. Warwick, executive secretary, 
American Standards Association. —_- G. F. Hussey, secretary. 
Boston Wool Trade Association _ — - _ J. G. Wright, president. 
Chlorine Institute _ - —— R. T. Baldwin, secretary. 
Conveyor Equipment Manufacturers R. C. Sollenberger, executive vice 
Association. president. 
Cotton Producers Association ._- W. D. Brooks, general manager. 
Institute of Serap Iron & Steel, Ine ki. C. Barringer, executive vice president, 
National Association of Wool Manu- A. Besse, president. 
facturers. 
National Cotton Council of America- W. R. Blake, executive vice president. 
National Federation of American Ship- 8. D. Schell, vice president. 
building. 
National Wool Growers Association. H. Vaughn, president. 
Service Tools Institute. __________- H. F. Gonnerman, Jr. 
Shipbuilders Council of America__- H. G. Smith, president. 





Steel Founders Society of America 
Tanners Council of America 

Underwear Institute____ 

Wyoming Wool Growers Association __- 


V. Briggs, technical director. 
I. R. Glass, executive vice president. 
R. A. Cheney, president. 
J. P. Wilson, secretary. 
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Mr. Srevens. Before you leave the point, may I ask one question ’ 

Mr. Se anlan, as I understood your testimony, you interpret the letter 
of October 19 as not pr ohibiting attendance of nonmembers at industry 
advisory committee meetings. The letter of the Attorney General did [~~ 
not mention that subject. = 

Mr. Scantan. I would be less than honest if I did not admit that the 
Attorney Genera! had certain scruples, as I said, about the presence 
of invitees or business guests, but in our revision of our procedure we 
try to set it out in a way that would satisfy the Attorney General, but 
I do not think the text of the Attorney General’s letter in its terms : 
would lay down an absolute prohibition or mandatory requirement 
that invitees never attend. 

Mr. Srevens. That was the subject of your informal negotiations? 

Mr. Scanan. Yes. 

The CuHarrman. The subcommittee will adjourn for lunch and we 
will return at 2 o’clock. 

(Whereupon, at 12:45 p. m., the hearing was recessed until 2 p. m. 
of the same day.) 
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The CuarrmMan. The subcommittee will come to order. 

The Chair wishes to make a brief statement. The Chair has pre- 
viously put into the record some pertinent remarks concerning WOC 
men, and those remarks are applicable likewise to members of the 
advisory committee, namely, that both WOC men and advisory com- 
mittees are certainly necessary and useful, and they serve necessary 
and useful functions, ard our purpose in our inquiry concerning their 
activities is primarily to protect the members of those advisory com- 
mittees, and to aid the Bo by seeing that the rules of the game are 
observed, There may be differences of opinion as to what the rules 
are. I think they are honest differences of opinion, and it is hoped 
that as a result of this inquiry there will be instilled in the minds of 
all having jurisdiction, all officers, some concrete and definite views so 
that there will be no danger of misinterpretation of those rules. 

Mr. Stevens, do you w ant to say something? 

Mr. Srevens. Yes, Mr. Chairman, I would like to state for the record 
that this morning inadvertently it was stated in connection with the 
Rubber Manufacturers Association that the Firestone Tire & Rubber 
Co. was a member of that association. 

I checked with the local office of that association and found that : 
is not true; Firestone is not a member. | a 

Mr. Gotpstern. I might say at this point that Mr. Stevens is correct 
that Firestone is not a member of Rubper Manufacturers Association 
but in checking we have found that the B. F. Goodrich Co., U. S. 
Rubber Co., and the Goodyear Co. all of whom are represented on the 4 
advisory committee in question, are members of the trade association 
referred to. 

Mr. Stevens. Mr. Chairman, I would also like to say that during 
the noon hour T learned about two letters which I w ould like to re- 
quest permission to have entered in the record. I believe Mr. ; 
Niederlehner is familiar with them: and the first letter, as I under- 
stand it, is a letter under date of January 20, 1947, written by the 
then Attorney General, Tom Clark, to Mr. Forrestal, who was then 
Secretary of the Navy. 
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Do you have that letter for submission into the record ¢ 
TESTIMONY OF JOHN D. SMALL—Resumed 


Mr. NreperLenner. Yes, sir; I would like to submit a copy separate- 
ly. Ljust have a file copy. 

The Cuairman. That is agreeable; the copies will be accepted. 

Mr. Srevens. The second letter is also written by the then Attorney 
General, Tom Clark, under date of September 25, 1947, to Mr. Har- 
vrave, Who was then the Chairman of the Munitions Board, is that 
correct ¢ 

Mr. NrepERLEHNER. Yes, sir. 

Mr. Srevens. And you will submit those subsequently ‘ 

Mr. NieperLeHNER. I will submit a copy. 

(The documents referred to are as follows :) 


Exursit No. 27 


OFFICE OF THE ATTORNEY GENERAL, 
Washington, D, C., January 20, 1947. 
Hon. JAMEs V, FORRESTAL, 
Secretary of the Navy, Washington, D. C. 

My Dear Mr. Secretary: In a letter dated December 20, 1946, from the Army 
and Navy Munitions Board, I have been asked for my advice concerning the 
application of the antitrust laws to industry advisory committees established by 
the Board in connection with the performance of its functions. 

The Board states that the work of each committee which it proposes to estab- 
lish will be to render advice to the Board on such matters as the Board may re- 
quest. It is not contemplated, according:to the Board's letter, that these com- 
mittees will have any action responsibilities or functions, or that their delibera- 
tions or advice will in any way touch upon questions of price, limitations of 
production, control of production by producers, or allocation of customers or 
areas, 

Meetings such as the Board proposes in its letter of industry groups with 
Government officials for the purpose of furnishing advice to such officials would 
not, of course, constitute any violation of the antitrust laws. 

I believe, however, that I should point out that neither the existence of such 
committees nor their relationships to the Board could be considered as con- 
ferring immunity under the antitrust laws for illegal activities of members of 
the committee or others in the industry. Thus, for example, no action of the 
Board could serve to exempt from the operation of the antitrust laws any control 
or allocation of production or other activity of committee members or others in 
the industry which is violative of the antitrust laws. 

With kind personal regards, 

Sincerely, 
Tom C. CLARK, 
Attorney General. 





Exuisit No. 28 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE ATTORNEY GENERAL, 
Washington, D. C., September 25, 1947. 
Mr. T. J. HARGRAVE, 
Chairman, Army and Navy Munitions Board, 
Bureau of Yards and Docks Building, Washington, D. C. 

Dear Mr. HarGRAVE: You have requested a statement by the Department of 
Justice relating to the application of the antitrust laws to the organization and 
operation of industry advisory committees, established at the request of the Army 
and Navy Munitions Board or of the Munitions Board. I understand that these 
Boards may desire to secure information and advice from such committees as 
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required by Public Law 520, Seventy-ninth Congress, and on matters pertaining 
to the formulation of plans and policies for industrial mobilization and national 
security in the event of a national defense emergency. 

If the functions and activities of the committees, their officers, agents and 
subcommittees, are limited to furnishing information and advice to either of such 
Boards at the request of either of such Boards, participation by members of 
industry in the organization and the functioning of such committees would not 
be prohibited by the antitrust laws. No prosecution under the antitrust laws 
would be instituted by this Department on account of participation in the 
activities of such committees directly and exclusively related to the furnishing 
of advice and information to either of such Boards at the request of either. 

Extension of committee activities beyond the furnishing of information or 
advice to either of such Boards might, depending on the nature of such activities 
and the circumstances under which they occurred, present matters for consider- 
ation under the antitrust laws, 

Sincerely yours, 
Tom C. CLarK, 
The Attorney General. 

Mr. Srrevens. I would like to ask one brief question of Mr. Nieder- 
lehner. Early in the testimony I asked Mr. Small, and I would like 
to address a similar question to counsel. Perhaps Mr. Niederlehner, 
you could state your official position with the Munitions Board ¢ 

Mr. Niepertenner. I am counsel for the Munitions Board. 

Mr. Srevens. I would like to ask you your construction of a 
certain part of Exceutive Order 10182, which was issued on Novem- 
ber 23, 1950, 

Directing your attention to section 102 of that Executive order, 
particularly to subparagraphs (b) and (c), I wonder* whether, in 
your opinion, that Executive order authorizes or indicates that it is 
proper to use without-cumpensation personnel in Government “urd 
tions where they are dealing with industries with which they have 
previously been associated ¢ 

Mr. Nieperten ner. I would say, in general, borrowing a phrase 
from the chairman’s testimony this morning, you would have to em- 
ploy a rule of reason. 

The Executive order does not specify any definite criteria but does 
provide that the agency shall avoid to as great an extent possible, 
any conflict between the governmental duties and the private interests 
of such personnel. I think you would have to look at each one of the 
appointees in the light of the intent of the Executive order. 

I think in the Munitions Board organization we have not had to 
answer that specific question because there are none of these WOC 
appointees who are dealing specifically with their own industries. 
They have broader areas of interest, and in each case they have made 
it clear to the chairman and to the staff that there is not to be brought 
to their attention any matters dealing or relating to the operations of 
their own industries. 

I would say to the largest extent possible you would attempt to 
avoid that by practical means. I do not think we could spell out pre- 
cisely how we could do it, but, as I say, the problem has not specifically 
arisen in connection with the Munitions Board appointments. 

Mr. Stevens. Thank you, Mr. Niederlehner. 

Mr. Gotpstern. Mr. Small, is it correct to state that it is the view 
of the Attorney General, as expressed in the several letters that min- 
utes of advisory committee meetings should be kept ? 

Mr. Smauu. Yes. 
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Mr. Gotpstern. Am I correct in understanding that certain min- 
utes cannot be made available because of classification under military 
security regulations ? 


Mr. Smauy. That is right. ; 
Mr. Gotpstetn. Is it also correct to say that in some cases the classi- 


a} 
fied material in the minutes may only comprise a sentence or a para- 
graph, as distinguished from the whole minutes ¢ 

Mr. Smann. 1 suppose that is conceivable, but I do not think we 
classify something just for the sake of classifying it. The subject 
matter is classified, and that is the reason that they are classified. 

Mr. Gotpstein. I was wondering if any idea has been considered 
of trying to make the fullest availability of the minutes to the agencies 
concerned with minutes—the fullest av ailability on the basis of re- 
moving classified material from these minutes. 

Mr. SMaLit. You mean—I am not sure I understand you, sir. 

The CuarmMan. He means censor them. 

Mr. Smauti. What is that? 

The Caiman. Censor them. 

Mr. Smaux. Censor them? No. 

The Cuairman. Censor them; take the classified items out and let 
the rest go. 

Mr. Smarty, Could we go back over the record and censor it? 
Could we go back over the record and censor them and take out all the 
classified stuff ? 

Mr. Goupstern. That is correct, sir. 

Mr. SMALL. I presume we could do that. I hope you do not ask us 
to; we have a workload there that is terrific. 

Mr. GoupstErn. I am just trying to get information on the handling 
of minutes, not only of your organization, but of other organizations, 
and this is merely for informational purposes. 

The Cramman. There are enough burdens on you, and we do not 
want to put any more burdens on you. 

Mr. Goupstetn. No, sir, I believe it is my understanding, and the 
subcommittee’s understanding, that as of the beginning of May you 
have attempted to rectify the problem of industry chairmen in ‘ad- 
visory committees, and are now putting Munitions Board personnel 
in the chairmen’s position. 

Mr. Smatu. As of May 31, to pin this down completely—and this is 
something I would like to put in the record that is, the chairmen of 
committees and subecommittees—are all Government officers. 

The Cuatrman. That is accepted in the record. 

(The document referred to follows :) 


Exnrrit No, 29 


Chairman and alternate chairman of Munitions Board industrial advisory 
committees and subcommittees 


yd < ‘« ic , » j Cc £ . . 
Industry advisory committees and Chairman Alternate chairman 
subcommittees 
| . 
Additive alloys | Maj ’ nm. F. H. Griswold 
re. 


Ferro Manganese Producers’ Subcommittee Lintner 
Aircraft lien in --| Ms ~ Gen! F. H. Griswold 
Aluminum and Magnesium . > 
Aluminum Fabrication Subcommittee Dr. T. C. May 
Aluminum Production Subcommittee - 
do 


Magnesium Fabrication Subcommittee 
Magnesium Production Subcommittee 


do 
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No. 29—Continued 


Chairman and alternate chairman of Munitions Board industrial advisory 


committees and 


subcommittees—Continued 





Industry advisory committees and 
subcommittees 


Chairman Alternate chairma 





Chemical __ as 
Alkali and Chiorine Subcommittee a ah 


Ammonia and Nitric Acid Subcommittee 
Antibiotics Subcommittee 


Miscellaneous Chemicals Subcommittee te 


Chrome Chemicals Subcommittee 
Coal Tar Products Subcommittee 
Explosives Subcommittee 
Fats and Oils Subcommittee____....--.--- 
Industrial Gas Subcommittee__.......---- 
Medicinal Chemicals Subcommittee 
Mineral Acids Subcommittee 
Plastics Subcommittee 
Pyrethrum Subcommittee 
Solvents Subcommittee 
Tetraethy! Lead Subcommittee 

Copper and Copper Base Alloys 

Sie 

ae ronics Equipment.........-.....- 

Capacitors Subcommittee 

Dynamotors Subcommittee ESTE 
Receiving Tubes Subcommittee __- us 
Indicating Instruments Subcommittee 
Magnet and Litz Wire- : 
Quartz Crystals Subcommittee _-_.......-- 
Relays Subcommittee -.............------- 
Resistors Subcommittee _- 
Sonar Transdueers Subcommittee 
Steatite Subcommittee________...-.--.---- 
Test Equipment Subcommittee 
Transformers Subcommittee : 
Transmitting Tubes Subcommittee 


Spare Parts Provisioning Subcommittee _--- 


Fibers 


Foundry 


Aluminum and Magnesium ‘Castings Sub- 


committee. 
Brass and Bronze Castings Subcommittee 
Cast Armor Plate Subcommittee. _-___- 
Cast Iron Pipe Subcommittee id 
Foundry Equipment Subcommittee _.. 
Gray Iron Castings Subcommittee 
High Alloy Castings Subcommittee 
Malleable Iron Castings Subcommittee 
Steel Castings Subcommittee ___- 
Foundry Supplies Subcommittee _. 
Technical Subcommittee 
Industrial Security. Sa eee 
Insurance Advisers, Board of 
Internal Combustion Engines. _- 5 
Small Air-Cooled Engines Subcommittee 
Basic Tools Subcommittee _- 
Iron and Steel. 
Alloy Steel Products Subcommittee 
Alloying and Coating Materials Subcom- 
mittee. 
Carbon Steel Products Subcommittee... 
Forgings Subcommittee ° 
Iron Ore and Coal Subcommittee 
Scrap Subcommittee. 
Leather. 
National Industrial Reserve Review 
Nonferrous metals ____- 
Nonmetallic Minerals 
Jewel Bearings Subcommittee 
Graphite Subcommittee 
Packaging. 
Rubber______. 
Rubber Manufacturing Subcommittee 
Stockpiling Subcommittee 
Synthetic Rubber Subcommittee 
Storage and handling 
Planning Subcommittee 
Supply cataloging _ - 
Synthetic fiber and silk 
Silk Subcommittee 
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ig H. B. Vollrath. 


Saas T. A. Perrott 


Maj. Gen. F. H. Griswold _ --- 


F. D. Bates, Jr_...-.---- | 
H. ~ Vollrath 


Mi aj. ‘in F. H. Griswold 
as 

| Marvin Hobbs__.-.----.-- 
|" Col. T. M. Natt... 
| cau ‘ 
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= Col. T. M,. Natt 
i . a - . pinanlaniiccad 

i .-do 

a T. A. Perrott _ 

aa 0 M. Natt 


me ot. Smith -- 
Maj. Kaa. F. H. Griswold _- 
‘ do 


“Dr. R. 8. Cole. 


| 


Sex ee ae | 
_.do 
do 
— - 
..do 
do 
_.do 
do 
..do 
do 
Maj. Gen. F. H. Griswold _. 
T. L. Kane, Director . 
Ww — Harrigan. __- ‘ol. A. E. Mickelson 
Harvey. C . L. Miller. 
ph ee ae Do. 
C. W. Middleton _- 
Dr. R. S. Cole. 
do ui saa en 


Col. Leroy Hudson. 


do__. 
do 
> 


W. Mid ileton __- 5 
Mi fia}, Gen. J. V. Mi atejka__. 
W. Middleton... 
S W. Middleton. .. 
L. M. Otis.-- 
ON a A” ES 
Rear Adm. M. L. Ring. -. 
>, W. Middleton. -- 
F. D. Bates, Jr. 
do 
do 
W. J. MecBrian___. .-...---| Col. C. A. Kengla. 
Col. W. Mearls. ...----| Mr. V. F. Caputo. 
William Harrigan__..----_.--- Col. W. Sadtler. 
C. W. Middleton cae 
H. T. Nones-_. 
C. W. Middleton 


Col. J. A. Way. 
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DEPARTMENT OF DEFENSE, 
MUNITIONS Boarp, 
Washington 25, D. C., May $1, 1951. 
MB Order No, 51-54. 
Subject : Staff assignments to Munitions Board industry advisory committees and 
subcommittees, 

1. The Munitions Board staff members individually designated as chairman 
and alternate chairman of industry advisory committees and subcommittees are 
indicated on the attached list. These assignments are effective this date. 

2. Additions to or changes in the attached list of assignments will be issued 


as amendments to this order. 
J.D. Smaxy, Chairman. 

Mr. Goipstern. Mr. Small, earlier this morning we had before us 
the minutes of the Advisory Subcommittee on the Stockpiling of Rub- 
ber, dated March 23, 1951, which contains the following paragraph : 

It was suggested that if a higher price were paid, a larger percentage of the 
total natural rubber supply might be obtained for the stockpile. This opinion 
was not unanimously agreed to. Some members felt that since other countries 
will continue to obtain a certain amount of rubber by purchase or barter very 
little increase in the quantity obtainable could be expected even at a higher 
price. 

From reading these minutes, is it correct to state that it is the func- 
tion of the industry advisory committee to advise the Government as 
to the price to be paid for stockpiled material ? 

Mr. Smatu. Well, I would like to speak to the point—— 

Mr. Goupsrern. Yes, sir. 

Mr. SMALL (continuing). Because I have some knowledge of it. 
But the Stockpile Act—that is Public Law 520, says— 
to the fullest extent practicable, the Secretary of War, Secretary of Navy, Secre- 
tary of the Interior, acting jointly, shall appoint industry advisory committees 
selected from the industries concerned with the materials to be stockpiled It 
shall be the general function of the industry advisory committees to advise the 
Secretary of War, Secretary of Navy, Secretary of Interior, with any agencies 
through which they may exercise their functions under this act, with respect to 
the purchase, sale, care, and handling of such material. 

I would say, “Yes,” in answer to your question. However, on 
talking to the specific on it, Mr. Chairman, we have a situation in the 
Far East where a stockpile—you have heard a great deal of it, you 
have seen articles in the newspapers, and so forth—that the stockpile 
acquisition was driving up the price of rubber. 

For last fall we were out of the market. We do not buy anything 
anyway. GSA, the General Services Administration, does the buying 
for the stockpile, and they were out of the market completely all last 
fall, because the price has gone up, and the price continued to go 
up in spite of the fact that there was no stockpile buying going on 
during the fall—the fall and winter of 1950. 

GSA got back into the market early in 1951, and consistently stayed 
5 cents under the market. In other words, they pegged their ceiling 
price at 5 cents under the market in an effort to try to keep the prices 
down. 

I would hesitate to say in open meeting what I think of the tactics 
which were pursued in driving rubber prices up; but in any event 
they (GSA) were consistently under the market, and were trying 
thereby to keep the price of rubber down. 

Now, at that particular time people behind the curtain, the iron 
curtain, were buying rubber, and there was a grave question whether 
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or not if GSA went into the market and met the price or went 
higher that we would get an extra pound of rubber. 

Ve have the stabilization concept on the one side, and we have the 
need for rubber to get into stockpile on the other. What was the 
wise thing to do at that juncture ? 

The advisers from the rubber industry, whose very existence de- 
pends upon the cost of the materials going into their productions, 
have buyers out in the East, had buyers at that time before we went 
into complete Government buying, and their feeling was that even 
if we went above the market we would not get an extra pound. All 
we would be doing was forcing the price up if we went above the 
market. 

Therefore, GSA stayed 5 cents below the market, and those tactics 
have turned out to be very good because the price of rubber is now 
well below what it was the first of the vear. 

The Cuameman. Well, I think the question is addressed to deter- 
mine whether or not advisory committees should determine price 
policy, and while T know 

Mr. Smauu. No. 

The CramMan (continuing). Sometimes it is pretty hard to draw 
the line between what is advice and what may be policy, would these 
minutes indicate that the advisory committee on that particular occa- 
sion was going beyond the mere advice and was stepping over the line 
and going into policy matters / 

Mr. Smav. I do not think so, Mr. Chairman. I think that in that 
particular instance—and I had never seen the minutes before you 
showed them to me here this morning—I think that their advice had 
been perfectly proper as to should we, as the stockpile agent, should 
we insist on GSA going in and paying higher prices: would we get 
more rubber for the stockpile: and their advice was they did not think 
so. They thought we would not get any more. We would merely be 
bidding our price up against ourselves and accomplishing nothing. 

The CHatrman. Of course, you can see—have you finished ? 

Mr. SmMaru. That seems to me quite proper. I do not know—— 

The Cuamman. Of course, you can see if these advisory committees 
go into the question of policy and, particularly price policy, they might 
be treading on dangerous ground. That is something for the Muni- 
tions Board to determine rather than the advisory committees, pure 
questions of price: and I think, again, there is danger—and I do not 
like to be accused of being repetitious with respect to this—but there 
is danger to those who participate in the fixing of a price, that is. those 
on the advisory committees who fix the price. they might, if they are 
not following the regulations appertaining to advisory committees, get 
themselves into a position where they are violating the antitrust laws. 
That is what I want to point out. There may be danger if they go 
into the question of price, of getting themselves so involved. 

Mr. Smarty. Aren’t we talking here, Mr. Chairman, not about fixing 
prices in this country, but about how much is it wise for our Govern- 
ment to spend, and what price should we peg our purchase at, not 
our sales price, not competitive prices, but what we ourselves should 
do in moving forward as to the supply, the purchase of these materials, 
which the act specifically says they should do? 

=. SreveNns. Mr. Small, the purchases were made outside the coun- 
try! 
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Mr. Smauu. Yes, sir, in Malaya. 
Mr. Srevens. The purchase of the raw materials that go into the 
products ¢ 

Mr. Smauz. Yes, sir; made in the Far East. 

The Cuairman. Of course, you see, the price that is paid for stock- 
piling purposes would have a reaction on the prices that the members 
of the advisory committee pay for rubber that they are buying for 
their own companies also, You see it has that effect. 

Mr. Smauyi. Wel!, Ido not know, Mr. Chairman. We run up against 
some awfully troublesome questions in strategic materials that come 
from abroad, as to what is the course of wisdom to be taken. It is 
not easy to decide what is the course of wisdom to do at any 1 minute. 
where you have highly inflationary forces abroad, the buying from 
behind the iron curtain, the buying by the speculators in other coun- 
tries, What should we do? How should we guide ourselves in our stock- 
pile purchase for whatever—mind you, the stockpile purchases are 
not so great as to be a lever to control world prices—very definitely not. 

The CHairnman. All I think we want to get over to you, Mr. Small, 
is that you might set some signals to your advisory committees to be 
careful not to go into the realm of policy making. 

Mr. Smatu. They are told not to, and we will warn them about it 
again. 

Mr. Gotpsrern. Mr, Small, T should like to hand you the summary 
of the meeting of the jewel bearing subcommittee of the nonmetallic 
minerals industry advisory subcommittee, held on April 13, 1951, in 
room 3-748 of the Pentagon, and to direct your attention to the 
material on the last page which is underscored, and I would like to 
read that paragraph, if I may. 

The Cuairman. That is on the last page. 

Mr. Goupsrern. Beginning, “The military departments’—— 

The CuarrMan. The last page. 

Mr. Goupsrern. Yes, sir; it is marked. 

Mr. SMa. I see it. 

Mr. Goupsrein (reading) : 

The military departments, not the Munitions Board, have the function of spon 
soring industrial expansion; however, recommendations of the subcommittee 
and of the Munitions Board would be used to help support requests for funds 
for this purpose. It was suggested and agreed that the chairman or vice chair- 
man appoint a task group te draft a proposal for the establishment of a Govern- 
ment-owned facility, and present the recommendation for consideration at 
the next meeting of the subcommittee. 

On the basis of that paragraph, sir, would it be proper or fair to 
state that another function of the advisory committees of the Mu- 
nitions Board is to draft plans for Government-owned facilities even 
though the military departments and not the Munitions Board have 
the function of sponsoring industrial expansion ? 

Mr. Smauu. I do not think so. Let us talk to the point of the jewel- 
bearing industry. Practically all of our jewel bearings come from 
Switzerland, as you know. There may be a danger that, if we will 
be cut off from Switzerland in the event of an overrunning, which 
I hope to God will not happen, we have no industry over here— 
jewel bearing industry of any moment—we would really be in trouble, 
and it is one of the functions of the Munitions Board to foresee short- 
ages of that kind, and to see that some kind of action is either planned 
or taken to meet such an emergency should it arise. 
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At the poco moment our people are working on a plan for setting 


up a small pilot line operation, one under the sponsorship of the mili. 


tary departments. It does not matter which one it is. It is under the 


sponsorship of a military department which needs these jewel bear 
ings, and it is planned to use Indian labor, who are very skilled in 
making these Indian beads, and using that kind of labor, which is 
very definitely small business, to see 1f we could not lay a pattern 
of what might be done quickly to expand and get into this jewel- 
bearing problem. 

Now, you say is it a function of the Munitions Board? Certainly 
itis. That is a shortage coming up. It is over the horizon. 

The CHarrmMan. But this goes beyond that. This is a recommenda- 
tion that the chairman or vice chairman of the task force appoint a 
group to draft a proposal for the establishment of a Government- 
owned facility. I think you would have to have legislation for that. 
I wonder whether that is within the appropriate realm of a task force 
to even go that far ¢ 

Mr. Smauu. As counsel and the administrative officer both point 
out, certainly these subcommittees or committees or task forces within 
subcommittees, are supposed to come up with recommendations as to 
the best way they think you might meet such a problem as to this 
shortage or the very real disappearance of jewel bearings; how we 
would meet that issue. That is their function to tell us what their 
recommendations are. They are technicians; they know what they 
are doing. 

The CuarrMan. I mean, I do not want to belabor it, they might 
recommend the need for nonreliance upon Switzerland, and the need 
for erecting some plants in this country; but here they want a Gov- 
ernment-owned plant. 

There are a lot of members on this subcommittee and a lot of Mem- 
bers of Congress who would frown on Government-owned plants. 
We did not put into the Defense Production Act, for example, the 
defense war plants provision. There is agitation for that, and I do 
not know 

Mr. Bryson. There was a precedent for it. 

The Cuatmrman. Yes, sir; and here you have members of the task 
force, 1 think, going a bit far in their recommendations, and that 
is certainly policy. 

Mr. McCutiocu. Mr. Chairman, I would like to ask of Mr. Small 
where our supply of jewel bearings came from during World War II. 

Mr. Smaux. It came from Switzerland. 

Mr. McCutrocu. How did they get here? 

Mr. Smart. How did we get the supply in? 

Mr. McCcuttocnu. Yes. 

Mr. Smauu. I do not know. I know we soon ran awfully short of 
jewel bearings during World War II, and we set up some facilities in 
this country for jewel bearings which were thoroughly uneconomical, 
and cannot possibly compete in peacetime markets. We did set up 
those facilities, and immediately at the end of the war they went out 

of existence. They could not compete. 

We had to do it; we had enough to get by with in the beginning 
until we got some of these facilities going, but it turned out to be a 
ly tough problem in the very early days of 1942 and 1948 during 
the war. 
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We are going to have to do the same thing, or something com- 
parable to it in the event Switzerland is cut off. 

| will not quarrel if we have to be—here is a problem, and it is a 
very simple problem. The main source of your jewel bearings is 
Switzerland. There is a chance that they will be overrun and we will 
not get it out of them. What is our country going to do? What is 
the best course of action for our country to take, and you ask the 
recommendation of the men who are supposed to know best as to what 
their recommendations would be in that eventuality, and knowing— 
there is an instance where putting up a plant, private industry could 
not possibly do it and bail out and come out whole, because they 
cannot make them over here and compete with the Swiss bearings. 

Now, therefore, anything that was put up would have to be Govy- 
ernment-owned or Government-financed, or by some method, because 
no private company would undertake such a venture. It would 
bigp-——— 

The Cuarrman. I am in accord with that, because if you put up a 
plant now you would have pay probably four or five times the cost of 
construction of the plant in Switzerland. 

Mr. Smaxy. That is right. 

The Cuamman. And it would be utterly noncompetitive. 

Mr. Smauy. Utterly noncompetitive. 

Mr. McCutxocnu. Furthermore, we cannot compete with the labor 
in Switzerland, either, can we / 

Mr. Smau. No. 

Mr. McCutsocn. We have not been able to compete with Swiss 
labor in watch movements. 

Mr. Smatx. That is correct ; and it is very comparable to that. So, 
whether in this particular instance they are going out of bounds or 
not, Ido not know. I think we merely have to tell these committtees, 
“Don’t tread on anything that anybody can possibly criticize.” 

The Cuarrman. That is right. 

Mr. Smauz. I am not sure that that is for the good of our country. 

The CuHarrman. We do not want to indulge in any carping criticism 
here. I think the point is sufficiently made. As I said before, 1 think 
these signals are set, and I think we can leave it to you to watch them. 

Mr. Sway. Yes, sir. 

Mr. Stevens. Mr. Chairman, I would like to ask a question, if I 

may. 
Mr. Small, do you feel that most matters that come up for dis- 
cussion at industry advisory committee meetings upon which recom- 
mendations may eventually be made—if action is taken pursuant to 
such recommendation, would you say that that type of action would 
normally have some indirect effect on the members of the industry 
advisory group who participate in the meeting / 

Mr. Smauu. Well, let me see if I understand you. I have been in on 
hundreds of industry advisory committee meetings, literally hundreds 
of them; and during the last war and the War Production Board and 
Civilian Production Administration, I do not believe we could have 
done our job without these industry advisory committees, who brought 
the white light of common sense, of practicality, to bear upon the 
problems which we had. Otherwise the bureaucrats—I being one at 
that moment—sitting in our ivory towers, we would have a bright 
ilea that if you would put it up to a specialist from that business 








286 STUDY OF MONOPOLY POWER 


and throw it in front of him, let us say, well, he would kick holes all 
through it because it was not practical or it did not work right. It 
was uneconomic, or one thing or another. 

I think that they were a great help to us in winning the last war. 

Now, the particular problems that are thrown before an industry 
advisory committee, of course, they have an effect on the industry; 
they cannot help but have an effect on the industry, but I found 
them—and I say this with complete sincerity and great seriousness—| 
found the people who went in there and sat on these industry advisory 
committees and put their Government hat on were good citizens 
working for the good of their country, and many, many times com 
pletely going against selfish interests to do it—I mean selfish interests 
of their companies and their position in their industry by advocating 
courses of action which would hurt their own company. 

Mr. Srevens. I take it from what you say that it would be impos 
sible, as a general rule, to prevent the participants in the meetings 
from making recommendations which may in some remote or indirect 
way have some effect on the industry which they represent. 

Mr. Smauu. Of course, you take any individual that I have in there 
as one of my people on our staff, one of our vice chairmen, if you like, 
and if he is involved in business at all somewhere in the broad scope 
of the problems that the Munitions Board covers that industry is 
affected one way or another. 

He has nothing to do, in my particular shop—he can do nothing; 
it is impossible for him to do anything that helps his company, because 
he has no contact with that kind of thing. But certainly the things 
that we do do affect his industry, as well as many other industries. 

Mr. Srevens. Thank vou. 


Mr. Goupstrery. Continuing, I would like to call to your attention 
and hand you the minutes of the fifth meeting of the Munitions Board’s 
Advisory Committee for Internal Combustion Engines held on April 
10, 1951, in Chicago, IL. 

These minutes refer to the Basic Tool Subcommittee Report on 
Standardization of Engine Parts, which report was discussed at this 
meetin®. I should like to read a few brief excerpts from the minutes: 


The chairman of the subcommittee presented a four-part report on the sub- 
committee’s development of a program for standardizing fast-moving parts of 
gasoline engines. 

Now, passing on to page 6 of the minutes, the chairman is identified 
by name, and that paragraph is as follows: 

The committee and Governinent representatives thanked Mr. Crawford, chair- 
man of the Basic Tools Subcommitee and the members of his subcommittee for 
the very excellent work done in developing the approach to standardization 
of fast-moving parts. 

Now, in the list of attendance at the meetings there was Mr. Craw- 
ford—and there is no intention of drawing an unfair inference, but 
merely for the purpose of clarifying the record, he was identified as 
representing the General Motors Corp., and continuing with the min- 
utes, the chairman—that is, Mr. Crawford—*called attention to the 
fact that, although the subcommittee was small, other manufacturers 
were Invited to meetings and lent assistance.” 

At this point, Mr. Small, I wish to ask you whether this subeom- 
mittee, whose chairman represents a rather large corporation, would 
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have been representative if other manufacturers had not been invited 
to meetings and lent assistance to the advisory committee / 

Would you care to have me repeat that, sir / 

Mr. Sma. I did not get that last question. 

Mr. GoLpsrern. The point was, sir, that here you have the chairman 
of a subcommittee, representing a rather large corporation—— 

Mr. Smaui. Right. 

Mr. Goupsrern (continuing). And the question is, Would that sub- 
committee have been representative if the other manufacturers had 
not been invited to the meetings and lent assistance / 

Mr. Smauu. Lam frank to say I still do not get it. 

Mr. Goupsrein. Well, in the minutes it is pointed out that the 
chairman himself—that is, Mr. Crawford—cealled attention to the fact 
that although the subcommittee was small other manufacturers were 
invited to meetings and lent assistance. 

Now, the point is, I just want to get to the representative nature 
of the so-called task group. It could not have been representative 
unless other people were present; I am just pointing out something 
rather obvious. 

Mr. Smaui. Thatisright. I think I understand. 

Mr. Goupsrern. In other words, if he had not invited other people 
it would not be representative is all that I am trying to make at this 
point. 

Mr. Srevens. I think Mr. Small should know who else was there 
before he tries to answer that. 

Mr. Smarty. Well, you have got a lot of people who are there: big 
and little. 

Mr. Stevens. Do we know who was there / 

Mr. Gotpsrein. Yes; it ison the first page. 

Mr. Smauu. Yes. 

Mr. Gouipsrern. It indicates those present and those not attending. 

The thing we lack information on, sir, if I may clarify it, is who was 
present at the meeting of the small subcommittee headed by Mr. 
Crawford. There is no information on that. 

Mr. Smauy. That we can get for you and give you, 

Mr. Goupsrerx. Fine, sir. 

Mr. Smauu. [have no idea. 

Mr. Gorpsrern. All right, sir. 

(The information supplied by Mr. Small is as follows :) 


Exuiritr No, 30 
Basic Toois SUBCOMMITTEE OF THE INTERNAL ComBpustioN ENGINE INDUSTRY 
ADVISORY CoM MITTEI 
Members: 
Bachman, J. F., manager, industrial engine sales, Ford Motor Co. 
Bennett, M. R., chief engineer, industrial power engineering department, 
International Harvester Corp. 
Crawford, J. M., vice president, General Motors Corp. 
Keplinger, J. C., executive vice president, Hercules Motor Co. 
Loofbourrow, A., chief engineer, Chrysler division, Chrysler Corp 
Meerdink, J. W., vice president in charge of engineering, Universal Motor 
Corp. 
Morris, C. H., assistant chief engineer, Chrysler division, Chrysler Corp 
Raviolo, V. G., engine section head, Ford Motor Co, 
Reese, W. D.. manager of engineering, International Harvester Corp 
Thomas, G. W., chief engineer, Continental Motor Corp. 
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Mr. Gorpstetn. Now, this question refers again to the guest prob- 
lem, since it is indicated from the minutes that other people were in- 
vited to attend that subcommittee group meeting: Is the Munitions 
Board advised of who was invited to attend in such a case? 

Mr. Syratn. On task-force meetings are we advised of who attends? 
Yes, sir; we are. 

Mr. GotpsteIn. Fine, sir. 

Now, going on with the minutes, it says—and this is with reference 
to the chairman of the full committee as distinguished from the sub- 
committee : 

The Chairman thought that this was one of the finest examples of industry 
cooperation he had ever known, particularly in view of the new fields explored. 

My question on that point, sir, is whether or not this example of 
industry cooperation in this case—whether an attempt was made to ob- 
tain the approval of this cooperative effort by the Attorney General 
pursuant to the provisions of the Defense Production Act, namely, 
section 708, which requires that in such cases there be approval of the 
Attorney General ? 

Mr. Kinston. May I answer that, Mr. Chairman ? 

Mr. Smaux. Yes; if I can say-one thing first. I had not seen this 
before. It looks to me, from reading it here, it seems to me that this 
subcommittee or task force subcommittee, made a study of a great deal 
of information having to do with this problem of standardization of 
fast-moving parts, and what the chairman of the committee was saying 
was that he thought the study was an excellent one, and probably 
the recommendations were excellent ones. 

Go ahead. Mr. Kidston wanted to say something. 

Mr. Kipsron. All I was going to say was that I am sure that this 
committee at the time it met was not even thinking of the Defense 
Production Act, because they had nothing to do with it. 

Mr. Saati. This is purely technical; this standardization problem 
is purely technical. 

Mr. Kinston. This committee is composed principally of engineers 
and senior corporation officials in charge of engineering. ’ 

Mr. Goupsrern. There were officials from the Munitions Board who 
were acquainted with the necessity of industry cooperation agreements 
coming under the Attorney General's activities. 

Admiral Rive. Could I try to answer that, Mr. Chairman ? 

Mr. Samay. Yes, sir. 

Admiral Rive. Mr. Crawford of General Motors has done a great 
deal of work on our Industry Advisory Committee for Cataloging, and 
the efforts in cataloging or in standardization are spark plugged by 
the Munitions Board. ; 

We must get ahead with both of those programs. Consequently, 
the effort to standardize or have studies which would lead toward a 
standardization, these would come up as recommendations to the Mu- 
nitions Board because we have to go through the process of getting the 
Army and the Navy and the Air Force technical people to accept the 
standardization recommendations before the items are standardized, 
and in order to simplify a very difficult supply situation we want to 
standardize the fast-moving parts of internal combustion engines to 
the greatest extent economical and practicable to make fewer spare 
parts necessary for retention in the supply system. 
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Mr. Goipste1n. I have no intention of criticizing Mr. Crawford 
nor his fine effort. The only implication of the question was whether 
or not this was an activity that should be within the purview of the 
Attorney General. 

Mr. SMati. What is the opinion of counsel on that? 

Mr. Nrepertenner. I think we are talking about two different 
things. The work that this committee is doing is recommending to 
the Department of Defense certain changes in their material and 
equipment. 

The purpose in making the change as far as the Department of 
Defense is concerned is to simplify its supply system and its stocking 
problem. 

Now, it has nothing whatsoever to do with the standardization of 
equipment across the industry. It is solely for our purpose in order 
to reduce the number of spare parts which we carry in our stock, and 
certainly there is no intention of attempting any integration program 
across the industry under section 708 of the Defense Production Act. 

We just want the recommendations of these people upon which we 
will base our own further studies, that is, staff studies, and then the 
action of the Munitions Board; but the end product is solely the simpli- 
fication of our supply function. It has nothing to do with the an 
try generally. 

Mr. Gotpstretn. Well, sir, is the action of that subcommittee cor- 
rectly set forth in the following quotation from the minutes: 


The third part of the report— 
that is, the report of the subcommittee— 


was an analysis of the changes in basic tools and parts which manufacturers 
would have to make to accomplish standardization. To obtain this information, a 
questionnaire was sent to 17 manufacturers. The extent of industry participa- 
tion in the program will not be known until manufacturers are given a list of 
standard parts with blueprints, coded by standard bore sizes. With this infor- 
mation, they will be able to determine what they can manufacture. 

Is that a fair statement ? 

Mr. NrepertenNer. I would say that is one piece of information 
which we would need above all others, and that would be the impact 
upon the industry of any changes in our design. 

It would not do us a bit of good to standardize on a jet aircraft, for 
instance, which was the best that the engineers had ever dreamed of if, 
in turn, we could not get it mass-produced, so we would have to know 
just what impact upon the tooling of the private manufacturers the 
proposed changes would have. 

Mr. Goipsrern. You spoke of the effects of standardization. Are 
‘he minutes correct in saying that— 

The extent of industry participation in the program will not be known until 
manufacturers are given a list of standard parts with blueprints, coded by 
standard bore sizes? 

In other words, they will not be able to determine what they can 
manufacture until then ? 

Mr. Nrepertenner. Until there is a questionnaire, that is right. 

Mr. Smaiu. That is right; until they know what it is, whether they 
have tools to do exactly what is called for by it. 

Mr. Gotpsrein. Would it be a fair summary of what has been said 
and discussed about these minutes to state: It appears that an in- 
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dustry advisory subcommittee, under the chairmanship of a man repre- 
senting one of the largest organizations in that industry, and com- 
posed ‘of a small number of companies, have adopted a standardiza 
tion program, and that the extent of industry participation in the 
production by the remaining companies in the industry will not be 
known until the manufacturers are presented with a list of standard 
parts which have been adopted, and then the producers will know 
whether they can produce under the program adopted by the subcom 
mittee or not. 

Mr. Smauyi. The answer is “No,” because this subcommittee, no mat 
ter what they adopted, was not adopted by Government or by the 
military or by defense. 

Mr. Goupsrern. Going on to the minutes, I would like to bring out 
for comment the following quotation : 

Results of the study to this point lead the chairman to suggest that the com 
mittee consider (1) voluntary exchange of information between manufacturers 
on the performance of small parts closely related to the fast-moving parts and 
the possibility of further reducing the number of spares. (2) Development of 
a more suitable type of contract, incorporating simplified test procedures for 
research work. 

Now, is it customary at these meetings—and I am merely seeking 
information—for industry advisory committees to suggest that the 
voluntary exchange of information between manufacturers be prac- 
ticed, and second, if that is the practice, whether you believe that 
should or should not be cleared under the supervision of the Attorney 
General under the Defense Production Act. 

Mr. Smauu. I think that is a legal question. What about it / 

Mr. NrepertenNer. I think in our procedures there is a statement, 
and this statement has been brought to the Department of Justice. In 
the planning field it is very likely that the industry members will! 
make recommendations which do conform to the existing law, but they 
will look forward to the conditions of the emergency and the methods 
by which they will be reached. 

Now certainly if this subcommittee attempted to introduce a method 
of exchange of information between competitors, they would be in 
violation of the antitrust laws. | still think that would not militate 
against their making a recommendation to the Department of De- 
fense that there be some exchange arrangement, and if we considered 
that such an exchange of information arrangement were appropriate, 
we would then have to go to the Department of Justice and seek an 
immunity under section TOS, 

Mr. Gotpstein. Well, it is true that the minutes specifically say 
that the chairman of the subcommittee suggested that the committee 
consider this voluntary exchange of information, and that would seem 
to fit in there, would it not / 

Mr. NiepervenNxer. That would come to us: ves sir. 

Mr. Goupsrein. And then, sir, after item No. 3, the development of 
a more suitable type of contract, isn’t the industry advisory commit- 
tee in this instance practically lifting itself by its own boot straps to 
develop its own contract with the Government in this instance / 

Mr. Nireper.euner. We might ask their suggestions. I am not 
aware of the agenda to which the subcommittee was supposed to be 
confined. However, we might very conceivably have asked their sug 
gestions with reference to the contract information, in which case their 
recommendations would have been perfectly legitimate. 
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I think also as long as they were merely appraised in terms of recom- 
mendations, that the committee would not be violating—— 

Mr. Gotpsrery. On that point, sir, going on: 

The committee unanimously expressed the opinion that the form of contract 
being used is not appropriate for this type of developmental project. It contains 
features, such as patent restrictions, testing procedure, and inspection require- 
ments, Which are restrictive, time-consuming, expensive, and unnecessary. 

On that basis, sir, would it not seem that at this meeting at least one 
thing discussed was the present form of contracts for engines made of 
standardized parts, and that the entire committee seemed opposed to 
existing arrangements ? 

Mr. NreperLenNer. That would seem to be the conclusion from their 
suggestions. Could I point out in that connection, however, that in 
every single contract form which we promulgate, we have first ob- 
tained the comments of industry. 

Now they again are advisory and we may or may not pay any at- 
tention to them. 

Mr. Wiiuts. That is the point you make. They are exploratory 
and advisory. 

Mr. Smauy. That is it. 

Mr. Goupstein. Turning to the next page under the heading 
“Action,” it reads: 

The committee recommended that the group which worked on standardiza- 
tion of the 3.487 bore size draft a form to be used in developmental contracts for 
engines of the remaining bore sizes and to become retroactive, if accepted by the 
Corps of Engineers. 

In other words, is the inference to be drawn that they will submit 
to the Corps of Engineers this contract which will have retroactive 
effect? 

Mr. Nrepertenner. If that was the principal interest of the recom- 
mendation, the principal interest for the Corps of Engineers, then 
we would submit it to the Corps of Engineers. Their recommenda- 
tion would come to the Munitions Board and then any dealings with 
the Corps of Engineers or any other component of the armed services 
we would undertake ourselves, that is the Munitions Board. 

Mr. Gowtpsrretn. Now the next sentence in that same paragraph 
reads: 
The group will meet Friday, April 13, 1951, in room 1320, 201 North Wells 
Street, Chicago, Il. 

Mr. Bryson (acting chairman). Counsel, can you tell us who oecu- 
pied the room just referred to ¢ 

Mr. Goupsrern. I have requested Mr. Walden to investigate this 
matter and I believe he can tell the subcommittee what he has found 
Mr. Walden, do you happen to know who occupies room 1520 at 201 
North Wells Street, Chic: ago, Ill.? 

Mr. Watpen. Pursuant to your instructions, Mr. Goldstein, I called 
Andover 3—1868 in Chicago, Ill, and I spoke to Mr. Charles J. Spice, 
who is executive secretary of the Internal Combustion Engines Insti- 
tute, which has offices in 1320, 201 North Wells Street, Chicago, I1., 
the address contained in the minutes. 

Mr. Goupsrern. Did you obtain information as to what organiza- 
tion was involved ? 
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Mr. Wavpen. I obtained information from Mr. Spice who said Fy 
this organization was a trade association whose president was W. M. ¥ 
Holland of the International Harvester Co., whose vice president cA 
was G. W. Thomas of Continental Motors Co., and treasurer, J. F. Fe 
Bachman of the Ford Motor Co. 
I also obtained information as to whether a meeting as referred to 
in those minutes was held in this office on April 13, and Mr. Spice 
informed me, after I identified myself as representing the subcom 
mittee, that such a meeting was held in the office of that trade asso- 
ciation. 
He also informed me that previous meetings of the members of the 
committee referred to in the minutes were held on the 10th, the 11th, 
and 12th of April 1951 in the Bismarck Hotel in Chicago. 
Mr. Gotpstrin. Mr. Small, does your list of advisory committee 
meetings—which you inserted in the record this morning—reflect all 
the meetings to which counsel has referred? Are they all reflected ? 
Mr. Kinston. It is certainly supposed to; yes, sir. 
Mr. Smatu. Let’s look. 
Mr. Goupsrern. Mr. Chairman, I would like to submit for the record 
a document furnished to the committee by the Munitions Board itself 
entitled, “Meetings of Munitions Board Industry Advisory Groups Fi 
1 March to 1 June 1951.” 2 
(The document above referred to follows :) By 
2 
Exuisir No. 31 e 
Meetings of Munitions Board industrial advisory group, Mar. 1, to June 1, 1951 ¥) 
ittee “ew ani vr wee Classification 
Committee, subcommittee, or task group Meeting date of minutes 
Aircraft Industry Advisory Committee. _.........-- , May 24, 1951. Classified. 
Industrial Security Subcommittee So al Ve Mar. 5, 1951 Do. 
Electronics Industry Advisory Committee: 
Receiving Tube Subcommittee Mar. 9, 1951 Do. 
Indicating Instruments Subcommittee a i Mar. 23, 1951 Do. 
Test Equipment Subcommittee May 16, 1951_. Do. 
Dynamotors Subcommittee Mar. 7, 1951 Do 
Do te May 8, 1951 Do. 
Relay Subcomunittee a3 is oa Mar. 16, 1951_. Do. 
Do : : -. | May 9, 1951 Unclassified. 
Spare Parts Provisioning Subcommittee : May 1, 1941 Classified. 
Sonar Transducer Subcommittee Mar. 8, 1951 Do. 
Insurance Advisors, Board of bitlake asin 3 Apr. 5, 1951 Unclassified. 
Do ; ‘2 May 24-25, 1951 Do. 
Internal Combustion Engines Industry Advisory Committee Apr. 10, 1951 Do. 
Nonmetallic Minerals Industry Advisory Committee 
Jewel Bearings Subcommittee Apr. 13, 1951 Do. 
Packaging Industry Advisory Committee ; Apr. 16, 1951 Classified. 
Rubber Industry Advisory Committee 
Stockpiling Subcommittee Mar. 23, 1951 Unclassified. 
Storage and Handling Industry Advisory Committee 
Planning Subcommittee__- ee alae Mar. 16, 1951_. Classified. 
= aa : apes Apr. 24, 1951 .. Unclassified. 
Merchandise Warehousing Task Group __- seabed Apr. 2-3, 1951 Do. 
Palletization of Large Caliber Ammo Task Group__.___. . Apr. 6, 1951 Do. 





Mr. Gorpste1n. I might say at this point, sir, that the committee 
staff has been unable to find listed on this material the meeting of 
April 13 which is referred to in previous colloquy. : 

Mr. Smauu. We will find out, and find out why it is not on this list, 
this typewritten list which I have. 

Mr. Bryson. Does this purport to be—— 

Mr. Swati. The April 10 is there. 
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Mr. Goxtpsre1n. I might ask at this point, Mr. Small, two questions 
really. The subcommittee has had testimony from Mr. Morison 
reflecting the fact that it was thought inadvisable to conduct meetings 
outside the city of Washington in terms of advisory groups, and sec- 
ondly, that the so-called task groups were extra legal and not under 
any authority of law and not subject to any restrictions of law. 

Under the legal authority under which your advisory committees 
operate, are task groups equally so considered, and are the same restric- 
tions equally applicable ? 

Mr. Kipsron. We consider that we can call an industry advisory 
committee ene with a Government chairman anywhere in the 
world. We hold these meetings in Chicago because nine-tenths of 
the committee membership are from the Middle West. 

Mr. Gotpsrern. In that case was the committee meeting conducted 
by a Government chairman ¢ 

Mr. Kipsron. The April 13 meeting is not on this list. 

Mr. Goupsrern. The meeting por iously referred to—— 

Mr. Kipsron. I haven’t seen the minutes of that one. 

Mr. Smatu. I haven't seen that either. I think the question you 
asked, let’s pin this down. I want to be sure. If one of the industry 
advisory committees appoints a task force to take up some detail hav- 
ing to do with a general problem, do they or do they not fall under 
the same restrictions as the mdustry foe fi itself, the task force ¢ 

Mr. Niepertenner. The main committee, the subcommittees and 
the task forces, whenever, under the request of the Government, mem- 
bers of industry, possibly competing members of industry are asked to 
meet, the same restrictions should apply as apply to the full committee 
meeting. 

When one individual is expected to dio some work, it is not always 
expected that he is going to do his work in the presence of the Govern- 
ment chairman, of course. He may develop some ideas on forms or 
a plan or something of that sort and submit it to the Munitions Board 
chairman, that is, the chairman of the Munitions Board Committee: 
but except for that situation, we think that if the members of industry 
are requested to meet by the Government, they should meet in the 
presence of the Government chairman. 

Mr. Scanian. Could I ask a question just for a point of informa- 
tion? Did I understand you to say that the Assistant Attorney Gen- 
eral thought that subcommittees or task forces are extralegal and 
without the immunity and protection afforded the parent committee 
itself, or did the Assistant Attorney General mean subcommittees or 
task forces which do not comply with the rules laid down for the main 
committee itself, such as for instance meeting without a definite chair- 
man? I would, for our own information, like a clarification of that 
point, 

Mr. Srevens. As I understood him, Mr. Chairman, his testimony 
was any committee of any kind, whether a task group or advisory com- 
mittee or whatever it was, must meet the essential requirements laid 
down, 

Mr. Scanian. Oh yes; we concur in that. I just got the impression, 
perhaps erroneously, that they were by themselves per se extralegal. 
We always operated under the premise that if they complied with the 
rules the Attorney General laid down, they were just as legal as the 
parent committee. 
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Mr. Stevens. I think his position was if any lesser requirements 
were made, it would be improper. 

The Cuarrman. I think you have to consider the whole climate in 
which that statement is drawn. We were talking about task forces 
which had not complied, and then he said all task forces were without 
the pale of the law. That is what he said and I think what he said was 
correct. 

We split these committees up into smaller and smaller and smaller 
segments and I think you destroy the very purpose of them. 

Mr. Scantan. That is correct, sir. 

Mr. Goutpsterx. Mr. Small, do you know if any minutes were kept 
of that April 15 meeting? 

Mr. Smaiy. We will find out and advise you and put it in the record. 
They should be kept certainly.” 

The CHairman. Of course no such meetings should be held, and par- 
ticularly not ina trade association place of meeting. 

Mr. Goupstern. I might point out that we did request all minutes 
and they were not among those which we received, sir. 

Mr. Smauyi. We will furnish it to the subcommittee. 

The CHaruan. Will you furnish those minutes? 

Mr. Stevens. Mr. Small, might I ask you if you see anything wrong 
about a committee meeting in a trade association place, or in any other 
place, as long as the rules are adhered to ¢ 

The Cuatrman. Yes; I do. I say I do not think they should meet 
ina trade association meeting. The danger is too palpable when they 
meet in a trade association room. 

Mr. Stevens. I would like to have the witness answer that. 

Do you think it makes any difference where they meet as long as they 
comply with the rules which have been established by your legal staff 
and the Attorney General ? 

Mr. Smaui. I think as a matter of discretion because of the infer- 
ences that are drawn—and these people are called suspect no matter 
what they do—that we ought to be as pure as Caesar’s wife and not 
meet in their association room. 

Mr. Stevens. Do you think it is proper to draw an inference of 
illegality from the place of meeting? 

Mr. Smauu. I think the inference is drawn. I think it is incorrectly 
drawn, but I think it is drawn in many instances. 

Mr. Srevens. You think it is improper to draw that kind of an 
inference / 

Mr. Smatn. Yes; but [think the inference is drawn. Therefore we 
should not do it. 

The CHaimman. I am interested also in protecting the members of 
these committees. I think they get themselves under suspicion if they 
meet in a trade-association room, justifiably or unjustifiably, and I 
think it is better if vou say for all parties concerned, not to have them 
meet in that kind of a meeting place. 

Mr. Bryson. It has not only got to be right but it has got to look 
right. 

The Cuarrman. Absolutely. 

Mr. Gotpstery. Going on, Mr. Small, to the Munitions Board Indus- 
try Advisory Committee on Military Contract Relationships is it cor- 


*” See exhibit No. 84—C, infra. p. 3220 
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rect to state that the major function of this advisory committee of the 
Munitions Board is to assist in the formation of sound procurement 
pricing policies for the Department of Defense ? 

Mr. Smauu. My understanding of that committee, which I think 
I pointed out, is not an industry committee, because I believe there are 
no two members in it belonging to the same industry. They were 
brought in before the Renegotiation Act, quite a while before it, to 
look into the question of pricing policies, et cetera. Their charter 
reads: 

To advise and consult on policies and measures designed to improve the con- 
tractual relationship between the military services and contractors in relation 
to purchase policies in order that business may be conducted in the most efficient 
and equitable manner during the period of peace, mobilization, war, and re 
conversion, 

There are a lot of fine people on this committee, many men whom 
I have known for years, who have contributed a very great deal to the 
country and have done a very good job for their country, many of 
them. Some have been Government officers and others have been—the 
operation of their companies during the last war was outstanding. 
They were brought in to—this is prior, as I said, to the Renegotiation 
Act, and I think the event overtook them because the Renegotiation 
Act was put into the law before they submitted their report. 

Mr. Goipstern. Mr. Small, would the type of purchasing and pric- 
ing policies followed by the armed services determine in large part the 
effectiveness with which the American price system performs its func- 
tions ¢ 

Mr. Smauy. The purchasing policies? Are we talking about the 
pricing policies or purchasing policies? It is a question of purchasing 
and contract, price negotiation, renegotiation and so forth, all of those 
things. 

Whether it was better to have everything on open advertised bids or 
whether they should be negotiated and whether some other method 
of procurement would be more effective and eflicient—L think that the 
result, and you correct me if I am wrong on this, of their work came 
out in a very detailed study. I believe you have a copy of it. It is 
called the Proposal for Study of Pricing Policies and Proper Con- 
trols Applicable to Wartime Federal Government Procurement. This 
was long before Korea that they were working on this thing. 

Mr. Gotpsrern. Sir, the statement that I had in mind was in an 
address by Mr. J. Thomas Schneider, Munitions Board staff, November 
of 1949, where he said: 

The type of purchasing and pricing policies followed by the armed services 
will determine in large part the effectiveness with which the American price 
system performs these functions. 

And he previously listed several functions of the American price 
system. 

That was all I was trying to get at, there was that relationship be- 
tween procurement and the price system. 

Mr. Satu. There can be no question about that. Even in time of 
peace there is relationship. In time of war it is much greater, de- 
pending upon the extent of mobilization. 

Mr. Gotpsretx. Now is it fair to state that the distinguished mem- 
bers of this Military Contract Relationship Advisory Committee are 
expected to represent American industry as a whole and the Nation 
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as a whole on broad policy matters that have an effect on a major 
proportion of the total business community # 

Mr. Smaux. No; not if I understand it correctly. 

Admiral Rrve. If I could add to that question, this is one of many 
groups, this particular group composed, as Mr. Small has stated, of 
some very distinguished people, have contributed much to us in thie 
form of recommendations and discussions. It is not the only group to 
which the Munitions Board has addressed questions in seeking 
answers. 

We have tried to get industry reaction to the various types ani 
methods of procurement, as Mr. Small has pointed out, and we are 
making an effort to try to make military procurement as sane and as 
sensible and as fair, if you will, both to the Government and to 
industry as we can possibly do it, and I would like to underline the 
word “fair.” What we want is a fair contract, fair to the Government 
and fair to the supplier. 

Mr. GoupsTern. Well, sir, I was, with reference to my question as to 
whether or not that was the function of the Military Contract Rela- 
tionship Advisory Committee, merely checking again on the remarks 
of Mr. J. Thomas Schneider in 1949 when he said, and I quote: 

The Industry Advisory Committee in Military Contract Relationship is ex- 
pected to represent American industry as a whole, and if you please, the Nation 
on broad policy matters that have an effect on a major portion of the total busi- 
ness community. 

I was merely trying to confirm Mr. Schneider’s remarks. 

Mr. Smauy. I think that is right. This committee was supposed to 
come up with an over-all picture on pricing policies: what was wrong 
with it, what made sense, what should be tee about it to improve. 
They represented all industry, not one segment of industry. 

Mr. Gotpsrern. And is it not also true, Mr. Small, that this same 
committee is precluded from representing more than a limited seg- 
ment of industry in the very order which establishes it insofar as that 
order expressly confines membership on the committee to persons or 
companies which had previously done business with military agencies / 

Mr. Smauz. I am not familiar with the piece of paper, but I think 
the people who have done business with the military agencies know 
more about the problems, the disadvantages, the advantages, the 
things that are wrong, the things that are right, than people who have 
never dealt with the Government. We are talking about a technica! 
problem of_contract relationships here. 

Mr. Gotpstery. I was merely trying to find out whether or not the 
Munitions Board Order No. 33 of April 12, 1949, was still in effect as 
to the formation of this particular committee. 

Mr. Smaty. This particular committee is now inactive, has been 
for many months, and the office that it worked for is no longer in 
existence. 

Whether the committee is utilized in the future, I don’t know 
whether it will be or not, but this particular problem, events have 
overtaken it. We do have the Renegotiation Act: we do have all of 
these things covered now in the regulation, not strictly in accordance 
with the recommendations that they made, either, by far. 

Mr. Gorpsrern. But they were, at least during the time they func- 
tioned, considered a valuable asset in terms of the operation of the 
Munitions Board? 
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Mr. Sma.u. Very definitely. 

Mr. Gotpsretn. Fine, sir. 

Now, I would like to submit for the record a list of the 20 members 
of this Military Contractor Relationship Committee. I do not think 
it will be necessary, unless the chairman desires, to read the list, unless 
he so requests, 

The Cuatrman. I do not think it is necessary to read them all. I 
will read one or two of them. This is the Munitions Board Industry 
Advisory Committee on Military-Contractor Relationship members, 
in part composed of the following gentlemen: Mr. Hiland G. Batch- 
eller, chairman of the board of the Allegheny Ludlum Steel Corp.; 
Gen. Lucius D. Clay, chairman of the board of the Continental Can 
Co.; John L. Collyer, president of the B. F. Goodrich Co.; Frederick 
C. Crawford, president, Thompson Products, Inc.; Harlow H. Curtice, 
executive vice president, General Motors Corp.; Harry L. Dalton, vice 
president of the American Viscose Corp.; Donald W. Douglas, presi- 
dent of Douglas Aircraft Co., Inc.; John M. Hancock, Lehman Bros. ; 
and so forth. They will be accepted for the record. 

(The document above referred to is as follows :) 


Exurpir No. 32 


MEMBERS OF THE MUNITIONS Boarp INDUSTRY ADVISORY COMMITTEE ON MILITARY- 
CONTRACTOR RELATIONSHIP 


Mr. Hiland G. Batcheller, chairman of the board, Allegheny Ludlum Steel Corp., 
Oliver Building, Pittsburgh, Pa. 

Gen. Lucius D. Clay, chairman of the board, Continental Can Co., 100 East Forty- 
second Street, New York, N. Y. 

Mr. John L, Collyer, president, The B. F. Goodrich Co., Akron, Ohio. 

Mr. Frederick C. Crawford, president, Thompson Products, Inc., 23555 Buclid 
Avenue, Cleveland, Ohio. 

Mr. Harlow H. Curtice, executive vice president, General Motors Corp., General 
Motors Building, Detroit, Mich. 

Mr. Harry L. Dalton, vice president, American Viscose Corp., 350 Fifth Avenue, 
New York, N. Y. 

Mr. Donald W. Douglas, president, Douglas Aircraft Co., Inc., Santa Monica, 
Calif. 

Mr. John M. Hancock, Lehman Bros., 1 William Street, New York, N. Y. 

Mr. H. Struve Hensel, Carter, Ledyard & Milburn, 2 Wall Street, New York, N. Y. 

Mr. Henry Porter Isham, Sr., First National Bank Building, room 1007, 38 South 
Dearborn Street, Chicago, IL. 

Mr. William L. Marbury, Marbury, Miller & Evans, 1000 Maryland Trust Building, 
Baltimore, Md. 

Mr. Thomas A. Morgan, president, The Sperry Corp., 30 Rockefeller Plaza, 
New York, N. Y. 

Mr. M. J. Rathbone, president, Standard Oil Co., 30 Rockefeller Plaza, New 
York, N. Y. 

Mr. Richard S. Reynolds, Jr., president, Reynolds Metals Co., Third and Grace 
Streets, Richmond, Va. 

Mr. Willard F. Rockwell, chairman, Rockwell Manufacturing Co., 400 North 
Lexington Avenue, Pittsburgh, Pa. 

Mr. Edwin J. Schwanhausser, executive vice president, Worthington Pump & 
Machinery Corp., 401 Worthington Avenue, Harrison, N. J. 

Mr. Walter W. Tangeman, vice president, Cincinnati Milling Machine Co., Cin- 
cinnati, Ohio. 

Mr. Ralph R. West, president and general manager, The West Steel Casting Co., 
805 East Seventieth Street, Cleveland, Ohio. 

Mr. Walter H. Wheeler, Jr., president, Pitney-Bowes, Inc., Stamford, Conn. 

Mr. John B. Woodward, Jr., president, Newport News Shipbuilding & Dry Dock 
Co., Newport News, Va. 
Mr. Smarty. You omitted one there who is certainly of public in- 

terest—D. K. David, Harvard Graduate School of Business. Oh, he 

was on it at that time. 
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Mr. Goupsrern. Mr. Small, in this next series of questions on this 
group, I again wish to make it clear that there is no intention to have 
any improper inference drawn, but merely to explore the nature of 
the membership of the group. In that regard, is it not a fact that six 
of the members of the committee represent the hundred top prime- 
contract beneficiaries during World War II, if you know? If not, we 
can save this for a later submission to the subcommittee. 

Mr. Smauu. We can tell you whether they are in the list or not. Do 
you want to take time now for me tocheck it? Is that in—— 

The Cuatrman. I did not read them all. Mr. M. J. Rathbone, 
president of the Standard Oil Co.; Thomas A. Morgan, president of 
the Sperry Corp.; Edwin J. Schwanhausser, executive vice president 
of the Worthington Pump & Machinery Corp. 

Mr. Smaci. I would be surprised if Allegheny Ludlum was in the 
list. I would be surprised if Continental Can was in the list. I would 
be surprised if some of the others are in the list; West Steel Casting, 
for example. 

Mr. Goupsrrrn. I was going to get to West Steel, sir. I will pose 
the questions in the form of statements in order to expedite things. 
Five of the companies represented on that committee are currently 
among the top 100 recipients of Government military procurement 
according to the lists furnished by the Munitions Board to this com- 
mittee. Would the chairman care to have read in the record the six 
and the five in order to clarify / 

The Cnairman. We do not have to take the time. There is no 
doubt these men occupy very high positions in very important indus- 
trial corporations, and some of them are among the corporation lists 
that we might deem the first 100 corporations in the country. 

Mr. Smauu. No question, some of them are; yes, sir. 

The Cuatrman. There is no doubt about that. We do not have to 
belabor it, and I think the staff can sift this information and save the 
time of everybody at this juncture. 

Mr. Goupstetn. The only additional point, inasmuch as Mr. Small 
mentioned the West Steel Casting Co., I believe, is that that company 
is the smallest of the group. According to our information, I believe 
it is the only one not in the top 1,000. 

( Discussion off the record. ) 

_ Mr. Goipsrery. Now, sir, at the first meeting of this committee on 
October 12, 1949, there are listed among the items on the agenda under 
item 5, “Procurement pricing,” and the election of industry chairmen 
and so forth. We will not gointothe industry chairmen. — 

Now, going on, sir, is it not correct that this so-called advisory com- 
mittee did during its functioning period at least actively participate 
in the formulation of Government policy ? 

Mr. Smauu. I am advised that they were asked about and did com- 
ment on a great many facets of procurement policy and pricing; but, 
as far as their taking any part in policy formulation, I am sure they 
didn’t, because of the number of meetings they held. I think they 
only held three in their history. ; 

Mr. Gotpstern. I refer particularly in the minutes of the meeting 
of October 12, 1949, at page 3 of those minutes, where the following 
statement appears, sir: 

Industry members indicated appreciation of the opportunity to participate 
in the formulation of Government policy on various matters which so vitally 
affect them. 
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I wonder if that is a fair and accurate statement in the minutes 
of the meeting. 

Mr. Sma. I don’t think it is a fair and accurate statement in that 
it ean be misread, because all of these committees make recommenda- 
tions. They do not formulate Government policy. There isn’t any— 
no matter what is said in the minutes or anything else, they don’t 
formulate Government policy. 

Policy is formulated by the people who are involved in it. In the 
case of these procurement policies, it is done by the military people 
together, not by these committees; but they look at the recommenda- 
tions of all these groups. 

Mr. Gotpste1n. Would you then think it fair to say that the industry 
members of the committee might have been misled or misinformed on 
this basis ? 

Mr. Smatu. No. I think they are participating in the build-up of 
the accumulation of data, of recommendations, and what not, on 
which judgment is finally based. 

The Cuarrman,. This statement is pretty strong: 

The industry members indicated appreciation of the opportunity to participate 
in the formulation of Government policy on various matters which so vitally 
affect them. 

I think they went a little far there, if that is so, since that language 
is pretty clear-cut. Again I will say that I think they should be 
cautioned not to go to such an extreme, as they may have done in the 
particular meeting of which this was a minute. 

Mr. Smatu. I don’t know; I wasn’t there. That was an organiza- 
tion meeting, and I think they are patting themselves on the back a 
little bit. They are the ieaders of industry 

Admiral Ringe. I was there, Mr. Chairman. 

The CHatrMan. You were? 

Admiral Rune. Yes, sir. No industry advisory committee has ever 
formulated Government policy. We do get comments: we do get 
recommendations. The language of the summary writer, I think, is 
unfortunate if the implication is given that as a result of this meeting 
Government policy was then formed and enunciated. The only way 
that I can get a procurement policy approved, a matter of policy, is to 
present the thing as a staff man under Mr. Small to the Munitions 
Board, and the Munitions Board in meeting assembled accepts or 
rejects my staff recommendation. 

These people were part of my staff recommending to me. They 
happen to be an industry advisory committee, making a recommenda- 
tion; and they were participating—the proper word should have 
heen—in recommendations leading to the formulation of Government 
policy and not in the formulation of Government policy. 

I think we are dealing with words. I can assure you I know how 
a Government advisory committee should act, and I can assure you 
they did not “formulate Government policy.” 

The CuarrMan. We will accept your statement, and are grateful for 
your saying it the way you did. 

Mr. Smauu. May I ask a question, Mr. Chairman ? 

The CHairman. Certainly. 

Mr. SMaLu. I have to appear before Senator Sparkman at 4 o'clock. 
Do you think I will be through, or should I send word to him that I 
will not be through ¢ 
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The CHairMan. We will try to hasten. 
Mr. Gotpsrern. I will be very brief, sir. I would just like to ask 
some questions about the minutes of the meeting of the same military 
contractor-relationship group, held-on the 28th of September 1950 
in the Palm Room of the Waldorf. 

I would like to hand the document to you and inquire as to whether 
or not it indicates that there were any representatives of the Muni- 
tions Board present at that particular meeting of the committee. 

Mr. Smaui. Have we ever seen this! I have been told that this 
particular meeting was called by Mr. Lynde, the chairman, who flew 
up from Washington. His plane was weather-bound and he did not 
get there. His plane came down either in Philadelphia or somewhere 
up in Connecticut. 

By the time he got tothe Waldorf the people who had assembled had 
met and left without him being there. 

Mr. Goupsrern. I would like to direct your attention to the list of 


those present and ask you if you could tell us who Mr. J. Anthony 
Panuch is. 




























Exursit No. 3 


Minutes Or Meetine Or THe INpUsSTRY ADVISORY COMMITTEE ON MILITARY 
CONTRACTOR RELATIONSHIP OF THE MUNITIONS Boarp 


PRESENT 





Members of the committee: 
Mr. F. C. Crawford, industry chairman 
Gen. Lucius D. Clay 
Mr. H. 8. Hense! 
Mr. H. P. Isham 
Mr. T. A. Morgan 
Mr. M. J. Rathbone 
Col. W. F. Rockwell 
Mr. W. W. Tangeman 
Mr. R. R. West 
Alternates: 
Mr. R. E. Gillmor for Mr. Morgan 
Mr. J. G. Thompson for Mr. Collyer 
Mr. C. A. Packard for Mr. Schwannhauser 
Mr. C. W. King for Mr. Batcheller 
Mr. C. A. Wishart for Mr. Reynolds 
Mr. W. A. Ullman for Mr. West 
Counsel to members of committee: Mr. J. Anthony Panuch 


Mr. 


















Crawford presided and Mr. Panuch acted as secretary of the meeting. 


The chairman called the meeting to order and on behalf of the committee 
welcomed General Clay to its membership. 





rs * * > a es 


Mr. Panuch is a lawyer who has had quite an experience 
in Government, and my understanding is that individual members of 
this committee, because they are so widespread, and spread all out 
over the place, wanted somebody to do the leg work down here in 
Washington for them and to keep them up to date on what was going 
on. They asked our opinion on it, asked Mr. Lynde’s opinion on it, 
and he wrote: 


* 
Mr. SM aun. 



















Dear Mr. Hensec: I have your letter of June 27, 1950. I understand that the 
industry members of the Munitions Board Industry Advisory Committee on Mili- 
tary Contract Relationships propose to retain a lawyer to assist them individually 
in the gathering of data and conclusions, which they individually as members of 
the committee are responsible for furnishing to the Government. 
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I understand that the lawyer so retained is merely to facilitate the work of 
individual members of the committee. Therefore, the lawyer is in no sense to be 
regarded as, nor is he to function as, an employee of the Government. He is not 
to perform in person any of the actions which might be construed as assistance 
to or advice which the individual members of the committee will furnish to the 


Munitions Board. ' 
Under these circumstances, from the standpoint of legality, I see no objection 


to this arrangement. 

That is dated July 6, 1950. As far as my own contact with Panuch, 
| think he has been in to see me twice, back in November or December. 

The CuatrMan. Was that counsel paid by the committee / 

Mr. Smati. Paid by the individual members. 

Admiral Ring. Paid by some of the individual members of the com- 
mittee. 

Phe CrarMan. How much was he paid ¢ 

Admiral Ringe. T don’t know. 

The Cuarrman. Would it be accurate to say he was paid 360,000 by 
members of the committee 4 

Mr. Smaty. I would doubt it, but we have no knowledge. I have 
also been told by our staff that he has not been—how much would you 
say, a day a month—as far as they know, that he has been working on 
any problem with us—less than a day a month. 

The CramrmMan. We were informed by Mr. Panuch, who spoke to 
one of the members of our staff, that he was to get a retainer of 
$60,000 and traveling expenses up to $18,000 as counsel for this com- 
mittee. I would like to know whether that is so, if you can find out 
for us. 

Mr. Smauu. We can endeavor to find out. I could ask some of the 
men on the committee if that is true, but it sounds like an awful lot of 
iioney to me for what he has been doing. 

The CrHairman. You say he was paid by some members of the com- 
mittee 

Admiral Ring. My understanding is that not all of the 20 members 
of the committee participated in his salary arrangements, whatever 
they were, . 

The Cuamman. Do you know who participated and to what 
degree / 

Admiral Rune. I do not, sir. 

Mr. Smaun. I don’t think any of us know that. 
not. because I have asked the question. 

The Cuamman. Do you think it is good policy to have the advisory 
committee members hire counsel ¢ 

Mr. Smaui. I personally don’t think it is good policy, no. 

The CramMman. We have here a memorandum to our former coun- 
sel, Mr. Curtis Shears, from Mr. Robert Amidon, who was one of the 
members of the staff, and he says that he interviewed Mr. Panuch, 
ind he says that Mr. Panuch represented 12 of the 20 members on 
the committee, that his proposed salary of $78,000 per annum was 
shared equally among 11 of the industry representatives, and 1 small 
business industry representative contributing one-half of the amount 

ssessed for larger industry representatives. 

His duties up to the present—that is, November 20, 1950—have 
heen to check the reactions of the various industries to the question- 
naires Which this business advisory committee formulated and sub- 
initted to them and to act as the contact man between the committee 


I am sure we do 
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and the Government representative, Mr. Cornelius Lynde, in an effort 
to get the Government to formulate a working and effective agenda, 
which up to this time had not been dope. 

Mr. Panuch was also present at the excess-profits hearings of the 
Ways and Means Committee recently, representing the interests of 
the industry representatives, but did not testify, had no intention of 
testifying on their behalf, but merely to attend to observe and to 
report. [Reading]: 

Mr. Panuch indicated during our discussion that while he felt the committee 
was fairly comprehensively organized from the standpoint of diversified repre- 
sentation, such representation could perhaps be made more complete by the 
addition of more small-business representatives. He also felt that a labor 
representative on the committee would be of great value to the official function- 
ing of the committee. However, he realized that the major problem presented 
here would be to convince the industry representatives, and also in finding such 
representative who would be agreeable to both major labor organizations. 

Mr. Panuch further emphasized the immediate necessity for a closer working 
relationship between the National Munitions Board and the business advisory 
committee which he represents, in order to accomplish the purpose for which 
the committee was originally organized. To effectuate this plan, Chairman 
Lyons’ staff is presently assembling a progress report and a future working 
agenda, which will be presented at the next scheduled meeting of the com- 
mittee on January 15, 1951. 


I think we ought to check on those statements. 

Mr. Smatyi. We will do some more checking. We have done quite 
a lot of checking on this thing. I don’t know whether you heard what 
I read here out of this letter about the fact that, specifying very 
clearly whatever this man did he was doing for these people personally 
and not doing for the committee. I don’t think you heard it when 
I read it. 

The Cuarman. I didn’t. 

Mr. SMALL (reading) : 

Dear Mr. Hersel— 
This is dated July 6, 1950. 

Mr. Wittts. Addressed to whom ? 

Mr. Smati. Mr. Struve Hensel, a lawyer, and one of the members 
of the committee. 

Mr. Srevens. Who is the author? 

Mr. Saati. Cornelius Lynde. It reads: 


Dear Mr. HeENseEL: I have your letter of June 27, 1950. I understand that the 
industry members of the Munitions Board Industry Advisory Committee on 
Military Contractual Relationships propose to retain a lawyer to assist them 
individually in the gathering of data and conclusions which they individually as 
members of the committee are responsible for furnishing to the Government 
I understand that the lawyer so retained is merely to facilitate the work of 
individual members of the committee. Therefore, the lawyer is in no sense to he 
regarded as, nor is he to function as, an employee of the Government. He is 
net to perform in person any of the actions which might be construed as the 
assistance or advice which the individual members of the committee will furnish 
to the Munitions Board. 

Under these circumstances, from the standpoint of the legality, I see no objec 
tion to this arrangement. You will appreciate that the Munitions Board 
expects to retain complete control over the operations and activities of the 
committee as a committee. Although we hope that any arrangement desirabl 
to the committee will facilitate its work, we will expect to be concerned over the 
methods of operation of the committee. 

Further, we will be available te discuss with you or with anyone assisting you 
the problems which may from time to time confront the committee. I want to 
assure you strongly that the desire of the committee to cooperate with and assist 
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the Munitions Board is very much appreciated. However, it is the policy of the 
Federal statutes to prohibit any Government servant from receiving Compensa- 
tion from outside sources for the rendition of his Government service. 

The members of the committee, therefore, as individuals in making any 
arrangements desired by them must examine the particular actions to be under- 
taken. It is clearly impracticable to give to the members of the committee in 
advance any over-all assurance of the legality of the proposed arrangement ; 
and, as you are aware, it is not within the prerogative of the Munitions Board 
to express an opinion as to the propriety of such arrangements under the 
applicable statutes, nor, of course, would the opinion of the Board be conclusive 
as to the Government generally. 

Again I desire to assure you of the Board’s appreciation of the committee's 
service to the Government and its very evident wish to cooperate. 

Sincerely yours, 
CORNELIUS LYNDR. 

The CuarrmMan. That isa good letter. If I were the writer, I would 
have gone further and deprecated the hiring of a lawyer for any pur- 
pose by the committee. 

That committee had Mr. Struve Hensel, a very eminent counsel, 
representing a fine law firm in New York; if there were any legal 
questions that arose in the committee, he, as a member of the com- 
mittee, could have advised them as well as any man. I can’t conceive 
of the need for an advisory committee to be hiring a lawyer. 

Mr. Smauu. He just happened to be a lawyer. I don’t think he was 
hired as a lawyer 

Mr. Kipsvon. They didn’t hire Mr. Panuch as a lawyer for their com- 
mittee. ‘They hired Mr. Panuch as an assistant for some of them on 
the outside in helping them gather up information. As soon as we 
became aware of that arrangement, this letter was prepared imme- 
diately and cleared with our legal counsel—as a matter of fact, he 
wrote most of it—and dispatched with haste. 

The CHatrman. Did they hire Mr. Panuch after this letter was 
received ¢ 

Mr. Kinston. They did it before. When we found out about it, we 
sent this letter immediately. 

The Cuamman. Was the service of Mr. Panuch dispensed with after 
the receipt of the letter ? 

Mr. Kinston. No, sir: but Mr. Panuch, to our knowledge, called 
on Mr. Lynde very briefly, no more than three or four times, and the 
committee only had one meeting after this letter, and then the need 
for the committee had passed. It has been lying dormant now for 
many months. We have been seriously considering abandoning it 
altogether. 

The Craian. I think it is not good policy to have employees 
retained by members of advisory committees in any official or semi- 
official capacity. 

Mr. Goupstern. ‘To pass on to another subject—— 

The CuarrMan. By the way, is it appropriate for an advisory com- 
Inittee to meet outside of Washington ¢ 

Mr. Sma. Yes, sir. 

Admiral Rivne. Yes, sir. 

Mr. Smarty. We have them meet wherever it is convenient for the 
greater number. 

Mr. Gotpstern. Passing on to another field of inquiry, sir, prior 
to the present emergency is it correct to state that the duty of the 
Munitions Board was to formulate an over-all M-day program for 
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industrial mobilization? I don’t want to get into classified areas, and 
if I am, stop me. 

Mr. Smauu. That is true. Before the Korean War, one of our fune- 
tions, one of our major functions, was preparing for M-day, planning 
for M-day, for some problematical M-day. 

Mr. Goupsrern. That was a function ? 

Mr. Sma. Oh, yes. . 

Mr. Gotpstern. Wassuch a plan ever completed ? 

Mr. Smautyi. M-day planning is continuous and will continue from 
here on out for the rest of our lifetime. 

Mr. GorpstE1n. In a war emergency, as distinguished from a partial 
emergency program, the ability to place large war orders with a few 
prime producers would seem to be important if not essential. 

However, can you tell the subcommittee what the Munitions Board 
policy is at this time to prevent the concentration that results from 
wartime situation / 

Mr. Sma. I tried to go into great detail in the statement as to the 
policy of the Department of Defense. Our policy is to give to smal! 
business as much, a fair share, or more than a fair share of the business. 
We want to avoid concentrations for several reasons. 

One is that we don’t like the thought of having too much stuff con- 
centrated in case a bomb drops, we have various reasons for wanting 
dispersion. Another one is a very Important one, to spread this mo- 
bilization base so that we can be running along here at a relatively low 
level during this temporary period and roll over much faster and be 
ready for an all-out war without accumulating mountains of weapons. 

We have all of our selfish interests really designed to spread this 
load as broadly as we can spread it. 

Mr. Goupsrern. Sir, we have had some discussion this morning and 
this afternoon about small business on the definition of 500 employees 
or less. 

Mr. Smatu. Yes. 

Mr. Gotpsre1n. I wonder, sir, if, in terms of keeping the economic 
base broad and preventing concentration, consideration has been given 
to those industries and the problems of those industries where the 
smallest producer might very well be much larger than 500 employees 
in size. ? 

Mr. SMa... Yes: it has been given: and take, for example, one that 
I mentioned here this morning, Piasecki Helicopter. A year ago the) 
were small business by definition, today they have about 2,500 em 
ployees. They are big business by definition. 

In the aircraft industry, they happen to be in one where a smal! 
company could get into helicopters, which is not a big gadget, and 
get rolling in it and are doing well; but obviously in some industries- 
aircraft is one of them and the building of airframe—a small-business 
man with 500 people can’t build airframes, it is impossible. 

Mr. Gotpstern. Along that line of thinking, sir, can you tell the sub- 
committee what system of procurement controls or records has been 
set up within the Munitions Board for the purpose of keeping a check 
on the economic concentration arising from volume programs of pro 
curement, or do you want me to simplify that? What I am trying to 
get at is what record-keeping devices do you have which‘can tell you 
from day to day in the procurement field how broad the base is, where 

it is going and how it is going ? 
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Mr. Smauv. Well, for —— the list of major procurement items, 
which represents 75 percent of our total procurement dollar, amounts 

to some 600 items, major items, of equipment. Half of our procure- 

ment dollar is in about 150 items of equipment—tanks, airframes, air- 

plane engines, et cetera. fare 

We have 75 percent of our major items of equipment, 75 percent of 
our total dollars of procurement, where we have the production sched- 
uled, what is being bought from whom, when it is being delivered, 
and what the progress is, what is being delivered each month. 

For per ad 9 this book, which is only a small portion of the total 
of schedules which are reported, which amounts to some 2,500 major 
items of equipment, this points out, this is secret, and I won't mention 
the particular items, but we scheduled 3 of this in February, we got 
2: we scheduled 8 in March, we got 10, and we know where those come 
from. 

Therefore, we have, let us say, in that particular field 75 percent 
of our procurement dollar is covered by precise schedules where we 
know exactly who is getting what. 

Mr. Goupsrern. Let’s get down to a specific instance. In the over- 
all procurement of the three services, if there was a question today as 
between X corporation and Y corporation as to how much total 
procurement business is going to X against Y, could that information 
be readily obtained to see how broad the base is in that particular 
field ? 

Mr. Smauvt. I don’t know. You take, for example, each of the larger 
companies, the metalworking companies, may be working for each 
one of the three services or for individual departments or “tech” 
services within the three services. We get accumulated figures such 
as you asked us for, and we gave you, and we know various items of 
procurement that they are involved in, a particular company is mak- 
ing jet engines, it is making some kind of vehicles, some kind of 
armored vehicles, and some kind of weapons. 

Mr. Gotpsrern. Let me simplify, if I may, sir. On December 18 
General Marshall issued a memorandum to the Secretaries of the three 
services entitled “Broadening the Industrial Base of Procurement 
Programs.” I have no intention of reading the whole thing, but it 
does contain this sentence : 

It is essential in complying with these instructions that contracts be spread 
across industry as widely as possible in order to broaden the base of our pro- 
curement program. Broadening the base will require wider use of negotiation. 

Sticking to the question of broadening the base, can it be ascertained 
at any given moment by the Munitions Board and the three defense 
departments that within an industry, shall we say the automobile in- 
dustry, the contracts let to the manufacturers in that industry rep- 
resent so much in dollar volume to each one, so that you can tell 
how broad that particular industry base is# Are those statistics read- 
ily available? 

Mr. Smart. I don’t think in the breakdown you are talking about 
that we have; no. We have it on specific schedules, which, as I say, 
comprise 75 percent of our totals. We have it by individual—I don’t 
know whether I have it here or not—the reports of the major pro- 
curement actions which are taken, which I get a record on once a 
month from the various departments, by having it broken down by 
the hundred or 200 big companies, if that is what you mean. That is 








306 STUDY OF MONOPOLY POWER 


not industry-wide because there are a whole host of people in the 
automotive industry, for example, including components, 

Mr. Gotpsrein. I requested—or, rather, our request for the informa- 
tion you remember, on the hundred top corporations, was to reflect 
what information was available in terms of the over-all field. 

It would have been obviously impractical to ask you for the statistics 
on each and every beneficiary of a contract action or letter of intent. 

Our intention was to find out to what extent this information was 
available. 

Mr. Smarty. Could we put our figure people in touch with the staff, 
and you can determine very re: udily exactly what we have and what 
the departments have. 

Mr. Goupstern. Fine, sir. We are getting into that field at this 
point, and I might say for the record that on March 27 the chairman 
formally requested, after an informal request by the staff on March 21, 
that the Munitions Board furnish to the subcommittee information 
showing the hundred largest beneficiaries of contracts for the three 
services. That information was received by the committee staff on 
June 11. 

On May 9 requests were made to the three services—the Army, the 
Navy, and the Air Forece—in a similar vein; and the Navy supplied 
the material on May 25, the Air Force on June 9, and the Army on 
June 11. 

We were informed in the course of negotiations on this material, 
sir, that no statistics were available until the subcommittee requested 
them, which would indicate what corporations were obtaining the 
greater portion of the procurement benefits, and that that information 
was provided for the first time to this committee. Mr. Woog will in- 
quire as to that matter. 

Mr. Keatine. Before you start, may I address a question to Mr. 
Small bearing on this problem we are discussing today / 

My delay in getting back here after the recess was occasioned by a 
constituent from my district, a small-business man, who employs 125 
employees in his plant, and he is in the business of making fire-control 
apparatus, lenses, and so on. He qualified with Wright Airfield as 
a bidder and was sent a list of 15 items on which bids were solicited. 

There were 2 of those 15 which he felt he could profitably bid on 
and was ouupees to make. He called up Wright Airfield and asked 
for the specifications on those items, and they referred him to a large 
manufacturer, who was, in fact, a competitor, in Chicago, who had 
those specifications, and to whom he must turn. They said they had 
none at Wright Field and he was turned to this large concern for a 
copy of those specifications. 

He got in touch with them, and they told him that the specifications 
were their own property and were not being released to others, This 
particular large concern has recently announced large expansion plans 
for its activities to meet war orders. 

Now, in other words, he could not get the specifications, and there 
was only one place they were available, and that was in this one 
concern, 

This man tells me that he is faced with a serious problem if he is 
not able to get any defense orders. His business is, as you know, 4 
‘ather restricted one, and if he is unable to get defense orders, he 
won't be able to get materials and might even be forced out of business. 
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He has been quite successful, but he hasn’t the financing to carry 
on for any length of time, and he expects he will have to go out of busi- 
ness by at least this fall, throwing people out of work, and so on. 

What am I to tell a man like that? He wants assistance from me. 
To whom should I direct him and what am I to tell a man like that ? 
[ have told him we were in hearings today where we were seeking to 
bring about a situation whereby small business would get more, 
would get a better shake in the defense effort; but as he, with con- 
siderable justification, brought out, it is just a runaround to let small 
business bid on, to say nominally they may bid on things, but they 
must get their specifications from some large competitor, who very 
properly won't allow those specifications to be made public. 

Now where should TI direct him and how should T advise him? 

Mr. Smatv. Direct him to us or give us the specifics and we will dig 
into it and find out facts and tell you exactly what can be done about 
it. Of course, I am not familiar with the firm or with the apparatus 
that he would make. 

Mr. Keatine. I appreciate that. 

Mr. Smatu. I want to throw one thought at you. Back in the last 
war we had a very wonderful instrument called the Norden bomb- 
sight. I suppose you all remember the Norden bombsight. A Norden 
bombsight was about so big and stood about so high | indicating}. 

On the big bombers today that are operating at extreme altitudes 
and high speeds the equivalent which we have to use instead of the 
Norden bombsight, which is what you call fire control, which now 
includes a lot of electronics and radar, etc., costs about $250,000 and 
would fill this whole well with various pieces of equipment, all of 
which must work together. 

Now, it is an entirely different kind of equipment that we are now 
talking about in fire control for the bombers than we talked about in 
World War IT. 

Mr. Keatina. I do have a specific interest in this because there is a 
great deal of that type of equipment made in my district. 

Mr. Smati. We will find out for you, sir. 

Mr. Keating. That fire-control apparatus, is that of such a char- 
acter that it does not lend itself to subcontracting, that it must all be 
done by the prime contractor ? 

Mr. Smaui. No, it lends itself to subcontracting, but a prime con- 
tractor must be responsible for all of the testing and getting all of 
these things to work together, and we hold him responsible for the 
whole thing. 

In many instances and in most instances the manufacturers or the 
people who produce these things subcontract 50 to 75 percent of it. 

Mr. Keatine. They do in most instances / 

Mr. Sma. Yes, and another policy which you did not read on that 
December 18 statement of General Marshall's was that we will not 
procure, if there is open, competent capacity elsewhere, we will not 
allow expansion, I mean, if there is open, competent capacity else- 
where. The mere fact that this particular company to which you 
refer may be expanding doesn’t mean that they are expanding in an 
area of production that your small-business man is concerned with. 
7 may well be these things are highly mechanical as well as being 
erectronic, 
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Mr. Keatine. That is possible. Is the Office of Small Business in 
the Munitions Board, as contrasted to the Munitions Board itself— 
is the Small Business Office an operating agency ¢ 

Mr. Sma. Not at all. All we do is to try to tell the small-business 
man what door to knock on, who buys what, where. 

Mr. Keatine. In other words, that is the proper place for him to go / 

Mr. Smaty. That is right. 

Mr. Kratrinc. Sort of as a starter? 

Mr. Smauu. That is right. 

Mr. Kearinc. To be guided into the proper channels in the procure- 
ment service / 

Mr. Smaut Since he is in Chicago, I would suggest he write it in 
and we will follow it through at Wright Field. 

Mr. Keatine. He is here in Washington, and you may have him on 
your doorstep tomorrow morning. 

Mr. Smauu. We will be glad to see him. 

Admiral Ringe. Tell him to come to room 3-E-772 and ask for 
Admiral Ring. I will take care of it. 

Mr. Keating. You can’t always give a constituent such good service. 
Maybe we should keep these hearings going every day. 

That room number was what ? 

Admiral Rive. 3-E-772. 

Mr. Keatine. What building? 

Admiral Rivne. In the Pentagon, sir. 

Mr. Smati. We might add we have asked every Member of Con- 
gress to do just exactly that. We wrote them a letter and told them 
all about that. 

Mr. Keatine. We get a lot of mail, Mr. Small, and I suppose that 
didn’t get to me. 

The Cuarrman. I think we can conveniently let you go, Mr. Small, 
and will the other members of your staff remain so that we can pro- 
pound the questions to them? We want to put some more important 
documents into the record, and we want them identified and we have 
a few more questions. Perhaps Admiral Ring and the other mem- 
bers—— 

Admiral Rive. Mr. Small was expecting to take me with him to 
see the Senators. I will remain if you wish, Mr. Small. 

Mr. Sma. This is also on small business. 

The Cuamman. How about adjourning now and coming back next 
Monday ? 

Mr. Smatu, Next Monday will be all right. 

Mr. McCutiocu. Before we adjourn, I would like to make one 
statement that covers generally the individual problem that has been 
mentioned by the gentleman from New York, Mr. Keating. 

It has come to my attention that a number of manufacturers of mate- 
rial have been confronted with the very problem that this small manu- 
facturer has been confronted with, that large industrial establish- 
ments with know-how have been, by certain procurement agencies of 
the Government, commissioned for the preparation of plans and speci- 
fications which they apparently have assumed to be their own property, 
which may be entirely all right. 
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If that be the case, I think it is of the utmost importance that if there 
be any small business which is capable of producing those items for 
the armed services, that some rule or regulation or directive be pro- 
mulgated which will make available to small businesses those plans 
and specifications, and whatsoever they may be. 

The Cuarrman, Off the record. 

(Discussion off the record.) 

The Cuarrman. I think it would be better if we have your entire 
staff with you on Monday, say at 10: 30, 

(Whereupon, at 3:55 p. m., the special subcommittee adjourned, to 
reconvene at 10:30 a.m., Monday, June 18, 1951.) 
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STUDY OF MONOPOLY POWER 


MONDAY, JUNE 18, 1951 


House or Representatives, 
SpeciaAL SUBCOMMITTEE OF THE Stupy OF Monoroty Power 
OF THE COMMITTEE ON THE «JUDICIARY, 
Washington, D.C. 

The special subcommittee met, pursuant to adjournment, at 10:30 
a. m., in room 346, Old House Office Building, Hon. Emanuel Celler, 
presiding. 

Present : Representatives Celler, Bryson, Wilson, Willis, Keating, 
McCulloch, and Hillings. 

Also present: E. Ernest Goldstein, general counsel to the subecom- 
mittee: John Paul Stevens, associate “counsel, representing the mi- 
nority: John F. Woog, assistant counsel; and Eileen R. Brown, clerk. 

Mr. Bryson (presiding). Gentlemen, the chairman will be a little 
late this morning. He has asked me to pinch-hit for him. 

Mr. Small, we are pleased to have you gentlemen resume your testi- 
mony at this time. 

You may proceed, if you will. 

Mr. Smaui. Thank you, Mr. Chairman. 


TESTIMONY OF JOHN D. SMALL, CHAIRMAN, MUNITIONS BOARD; 
ACCOMPANIED BY ADMIRAL M. L. RING, MILITARY DIRECTOR; 
DONALD E. KIDSTON, ADMINISTRATIVE OFFICER; LEONARD 
NIEDERLEHNER, GENERAL COUNSEL; ALFRED SCANLAN, ASSIST- 
ANT COUNSEL; AND CARL FERDERER—Resumed 


Mr. Srevens. Mr. Chairman, if I may, I would like to direct a 
question to Admiral Ring before we really get started. 

Mr. Bryson. You may. 

Mr. Srevens. Admiral Ring, I wonder if you have had an oppor- 
tunity to investigate the problems raised by Mr. MeCulloch’s question 
at the end of our session on last Tuesday, namely, the problem of 
making specifications available to small companies on the same sort of 
basis as they are available to large companies. 

As you recall, a situation was mentioned where certain specifications 
had been given to a large company, and then when a small company 
tried to obtain similar specifications, the only place where they were 
available—at least, so it seemed—was in the office of the large com- 
pany, which company did not want to make those specifications avail- 
able to the small company. 

We would like you to comment on the extent to which that is a gen- 
eral situation and what your procedures are for avoiding that type of 


problem. 
311 











312 STUDY OF MONOPOLY POWER 


Admiral Rrne. It seems to me, Mr. Stevens, that there are two pro)- 
lems involved. If it is a question of prime contracting, and if there 
are Government specifications to start with, there is no reason whia'- 
ever why any potential prime contractor should not be able to get te 
specifications. If, however, it is an effort on the part of the Gover 
ment purchasing officer to get subcontracting done, and if the -_ fic: 
tions cover the component parts of a finished item, it might be there 
that we would be faced with the difficulty of the manufacturer bein 
unwilling to give out the detailed specifications for the compone 
parts to potential subcontractors. 

You will recall that at our last meeting Mr. Keating mentioned : 
particular contractor who had had that specific problem, and while 

have not so far received my call from Mr. Terbuska, I am awaiting 
that. 

I am unable to comment as to how general the problem is. I think 
the best way for us to proceed as these cases come up is on a case-b) 
‘ase basis. It will be simpler for me to solve. If it is a question of » 
smal] supplier coming in as a prime contractor, because there ar: 
Government specifications, there is no reason whatever that he cannot 
receive copies of the specifications. 

Mr. Stevens. Right there, may I interrupt, Admiral. Would he 
get those specifications from the other companies to which they had 
already been given, or could he get them directly from you ? 

Admiral Ring. He should never be referred by a purchasing officer 
to any other than a Government source for the receipt of Government 
specifications. And that is why I am puzzled as to the details of the 
particular case mentioned by Mr. Keating, whether the small con- 
tractor was coming in as potential subcontractor or whether he was 
trying to come in to bid as a prime contractor. If it is the latter case 
and he was referred to another competitor for the reception of the 
specifications which the Government issued in the first instance, that 
should be easily corrected by somebody, since they made a mistake. 

Mr. Srevens. He should get those from the Government if he is 
a potential prime contractor ? 

Admiral Ring. That is correct. 

Mr. Stevens. Then turning to the second phase of the problem, if 
he were a potential subcontractor, as I understand what you have said, 
then he would have no right to the specifications, either from the 
Government or from any prime contractor; he would have to depend 
on the grace of the prime contractor; is that correct ? 

Admiral Ringe. No: I do not believe that is a fair statement. If 
the purchasing oflicer is interested in getting more subcontracting, and 
less complete integration of all the manufacturing processes on the 
part of a prime, and getting him to spread the work, which is the policy 
of the Department of Defense. then part and parcel of the Government 
yurchasing: officer’s work in dealing with the prime would obviously 

as the business of, “All right. Here is senathinen and you have the 
detailed specifications. I want you to subcontract. You must make 
these detailed bits and pieces specifications available to the potential 
subcontractors.” 

Mr. Srevens. But would the Government make them available 
directly ? 

Admiral Rivne. The Government, Mr. Stevens, might not even have 
the detailed specifications of all the bits and pieces. _ 
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Mr. Srevens. I see. But normally the detailed specifications—I 
will not say normally—but it might frequently happen that the detailed 
specifications would be in the offices of the prime contractor ? 

Admiral Ring. That is correct. 

Mr. Srevens. And the subcontractors would have to turn to the 
prime contractor. 

Is there any way that the Government forces the prime contractor 
to make the details generally available? 

Admiral Rine. General Marshall’s directive of December 18, 1950, 
provides for and requires the extra effort toward insuring subcontract- 
ing either through requirement or urging that subcontracting be gone 
aliead with, and your purchasing officer is doing less than a complete 
job in his negotiation with the prime contractor if he fails to provide 
for the dissemination to potential subsuppliers of the specifications on 
which they have to bid. 

Mr. Srevens. I see. In other words, in the normal course the pro- 
curing officer would insist that the prime contractor make them avail- 
able to the extent that you think would be necessary for them to be 
made available ? 

Admiral Rivne. Otherwise you are not getting subcontracting, if 
ithe specifications are not available. But I want to stress in this hypo- 
thetical case that I am discussing, I am discussing a case where sub- 
contracting is to be had, where the Government itself does not have 
the detailed specifications of all the component parts. There would 
then be but one source. This would not be something that the Gov- 
ernment purchasing agent has furnished to the prime contractor, but 
something which the Government purchasing agent must insist that 
the prime contractor furnish to his bidders. 

Mr. Srevens. What power does the procuring officer have, other 
than the right to refuse to give the procurement to that prime con- 
tractor? What sort of pressure can the procuring officer put on the 
prime contractor to make sure that he will disseminate his specifi- 
cations to the subcontractor? Is it just part of the bargaining process, 
wherein he can make sure that the prime contractor will cooperate ? 

Admiral Ring. It is such an essential part of getting the job done. 
The case we are talking about, Mr. Stevens, is a case where the sub- 
contractor must go to the contractor. 

Mr. Stevens. Yes. 

Admiral Ring. Because the business agreement, the contract, is be- 
tween the prime and his, not the Government’s, subs. The attitude 
by the Government purchasing agency that the Government contract- 
ing is to be done with should be insistent enough to insure that all the 
things necessary to permit the sub to bid will be disseminated. 

Mr. Stevens. I see. 

Mr. McCutxocn. I would like to ask you this, Admiral Ring. To 
what extent is armed service procurement in the nature of the procure- 
ment that you have described; that is, that the contract is let on the 
general plans and specifications that are so lacking in detail that a 
subcontractor could not proceed from the plans and specifications 
originally submitted by the procurement agency? I think that ts 
the crux of the whole matter. 

Admiral Rive. I think, sir, that that depends again on the details 
of the case. There will be cases where the prime contractor is fur- 
nished with full details, but it might be desirable for him, and prob- 
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ably would be desirable for him, to break that down further into 
working drawings, shop process, and so forth, which might well not 
be included in the original Government-furnished specific: ations. We 
still are providing—and many times provide—for a piece of equip- 
ment to meet certain service tests, and allow the prime contractor to 
use his own ingenuity in coming up with the best way of developing 
the weapon which will do the things required of it. 

Mr. McCutxocn. Then the entire plans and specifications which 
are prepared by that industry belong to that industry, and even though 
it would be a comparatively small item of equipment, if I were a small] 
manufacturer, then I would be at the mercy of that concern who finally 
developed those plans and specifications to met your over-all require- 
ments ¢ 

Admiral Rive. You would be at the mercy of the firm, I think, sir, 
just as you would be in going to him to get a subeontract. In other 
words, the Government can pay only the firm who signs the contract. 

Mr. McCuisocn. Yes; I understand that, sir. 

Admiral Ring. It is up to the prime contractor to make his business 
arrangements with his subs. It is up to the prime contractor to pass 
along the proportion of the Government’s pay check to his suppliers. 
You are engaged as a subcontractor in a standard business relation- 
ship with the prime. So the basic question to me, sir, is: Are we trying 
to get subcontracting? And I think I can answer that affirmatively. 

I think Mr. Small read into the record the other day the type of 
clause now employed in Air Force contracts: 

It is mutually understood and agreed that the policy of the Government as 
declared by Congress in Public Law 413, Eightieth Congress, is to bring about 
the greatest utilization of small-plants facilities which is consistent with efficient 
production. The contractor agrees to accomplish the maximum amount of sub- 
contracting to smaller plants that the contractor finds to be consistent with the 
efficient performance of all its other obligations undertaken by this contract. 

Mr. Keating. Is that true also in Navy and Army contracts? 

Admiral Rine. The Navy and Army are now working trying to 
establish one clause to serve the whole thing. It is presently used in 
Air Force contracts. Something like it will be used in all Depart- 
ment of Defense contracts. 

Mr. McCutiocn. Admiral Ring, I am not only interested in fa- 
cilitating the subcontracting, but I am also interested in small business 
securing any prime contracts that they might. 1 think I might illus- 
trate what I have in mind by a job that was done in World War II. Of 
course, there are not many small businesses that could take this par- 
ticular item, but it will clearly demonstrate what I have in mind. 1 
understand that the armed services were interested in a motor vehicle 
which would do that which was finally required of the jeep. I under- 
stand that at least one motor vehicle company was prepared to prefect 

plans and specifications for that kind of vehicle. 

What I have in mind, then, is that Government procurement has 
had some capable prime contractor prepare plans and specifications 
that meet your requirements, and therefore, if I am a fifth-rate motor- 
car manufacturer and I am in the position to manufacture that item 
of equipment, that I should not be obligated to be at the mercy in any 
manner whatsoever of the first company that perfected the plans 
and specifications. 

I repeat that I think that may in many instances be of equal im- 
portance and of equal significance to subcontracting. And that is 
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one thing which I think has not yet been remedied by procurement 
that should be remedied. 

Admiral Ring. May I address myself to that ¢ 

Mr. McCutztocn. That is what I had in mind, sir. I would be very 
happy if you would. 

Admiral Ringe. In connection with a performance specification 
where you require the vehicle to go so many miles an hour, under 
water or fly—I mean, whatever your performance specifications are- 
the Government many times requires that plans and specifications 
developed under the original development contract become the prop- 
erty of the Government. Thereafter the Government can go out and 
attempt to prime contract with as many potential suppliers as prac- 
ticable. 

Mr. McCvutxocu. I think that is fine. Now, I noticed you said, 
“many times.” Why not at all times, Admiral ¢ 

Admiral Ring. The trouble is that IT was trying to address myself, 
probably in too much detail, to what I thought was the problem that 
was presented by Mr. Keating and his Mr. ‘Terbuska. ‘That was the 
dificulty under a specific contract because the point that I raised has 
to do not with subcontracting under a specifie contract, which I sur- 
mise was Mr. Terbuska’s trouble, but with the general decision that 
having developed a piece of equipment the Government will own the 
plans and specifications, and we now desire to go out and spread the 
load as regards prime contracts with as many capable sources as 
practicable, 

The reason I said “many” was, again, going back to the particular 
case Which 1 thought—I do not know yet, because I have not talked 
to Mr. Terbuska—I thought the particular case was, here was a 
potential subcontractor who was referred by the purchasing officer to 
the prime, and the prime evidenced unwillingness to let him have the 
details which he would have to have in order to bid. 

But it is difficult to generalize with regard to specific cases, and I 
was addressing myself to what I thought was the point raised by 
Mr. Keating. 

Mr. Smauu. May I make a comment on that ? 

As so often, with so many facets of this procurement thing, genera] 
rules applicable in every sense are pretty hard to find. ‘Take, for 
example, a weapon which is going to be produced in relatively small 
quantities. We are talking in terms of tens and scores and not in 
terms of thousands. To produce the weapon requires tooling up, 
which is costly. Take such an example where somebody develops 
that particular weapon, whatever it is, and his capacity is competent 
to produce 10 times what we expect to buy of that particular thing. 

It would be obviously wrong to go and tool up two or three other 
people to make that particular gadget. 

Mr. MeCunsocn,. Certainly. 1 realize that. T am talking about 
equipment where there are quantities used, and where the interests of 
the Government would be served if more than one person were en- 
gaged in the activity. I am Scotsman enough to wish the Govern- 
ment to procure the best possible material at the lowest cost to the 
Government, provided the economy of the country is not thereby upset. 

That is the point I wanted to make. 

Mr. SMauu. Take the point I had in mind, which is just the reverse 
of that, which I happened to know of. One company developed this 
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particular gadget, a gadget that has been used—TI think I had better 
not specify the gadget anyway. This company developed this par- 
ticular gadget. As soon as they got into production and the produ 
tion drawings had been made, which are quite different from the e1- 
gineering drawings—there are bugs that have to be worked out as you 
go into production—as soon as those drawings were prepared, ai 
the production line from those drawings was producing items, wea) 
ons, which turned out on test to be perfectly all right. Then they 
did take, in that particular instance, those drawings and bring in five 
or six new producers who had never made that gadget before. 

So you have various gradations in between as to what you can clo. 
What they try to do is to be use the rule of common sense. 

Mr. McCutvocu. If that is used, you will not find my finding any 
fault, sir. 

Mr. Keatine. Getting back for the moment to the subcontracting, 
I think that provision which you read in the Air Force contracts \- 
highly desirable. But after all, it is as you recognize, really nothing 
much more than a pious declaration of intention. It is so indefinite a- 
as to be difficult of being enforced if the contractor failed to give out 
X number of subcontracts. 

Now, it is quite possible that it cannot feasibly be done any other 
way. Since the last time you were here I have had another small- 
business man visit me and he, like many others, says that something 
should be done by Congress to pass a law that small business has got 
io get a certain amount of these contracts. “We are going to go out of 
business unless we can get some defense orders.” 

I wonder if Congress as such will go any further than it has in 
insuring that elements known as small business get more than they are 
now getting. 

That is complicated by the further factor that this particular man 
that talked to me, when I questioned him, said he had 550 employees. 
So I said, “You are not small business under the rules. You are big 
business.” which gave him quite a start. 

Now, so far as I am concerned, I am groping for enlightenment on 
this subject. I have a feeling that pressures upon Congress will be 
greater rather than less, as the defense mobilization continues, to try 
to save some of these businesses that otherwise may go by the board 
and throw a lot of people out of work unless something is done. 

Can we or should we provide that there be something tighter than 
what you have read to us in defense contracts ? 

Mr. Smatu. The question has been asked of me, Mr. Congressman, 
several times up here on hearings on the Hill, “Should the Congress 
say that you have to subcontract X percent of every contract?” 

Well, let us reduce it toan absurdity. You are putting out a contract 
for toothpicks. How much can you subcontract on a toothpick? Ii 
is a little sliver of wood. You cannot subcontract anything, can you / 

Then you go up to a tank, where you have, say, 3,100 suppliers of 
parts that go into a tank, or into an airplane, where you have more. 
There is an infinite number of gradations. Take a woodworking 
company, for example. That is the simplest thing. They can prob- 
ably make everything with the tools around the shop to go into 
particular item. A metal locker manufacturer? There is very little 
that he can subcontract except perhaps the hasps or the locks that g 
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into it. The forming of the steel he can do himself. That is his 
business. That is what he is there for. 

| do not know how you can possibly set percentage limitations on 
‘his thing and say that it would be applicable over-all. That does not 
seem to me to be the approach. If believe the approach is to insist 
vpon performance of the spirit that is in that particular clause and to 
educate our procurement officers and our inspectors to follow up and to 
' see to it that they do adhere, in practice. 
a Mr. Keatine. That was my next question. I was trying to ask 
- whether there is any follow-up on the provisions of that contract in 
' practice. Do the inspectors follow the thing up to be sure that the 
- prime contractor does let such subcontracts as are feasible? 
¥ Mr. Smati. You not only follow it up in the shops, but in many of 
' these weapons which are new—they are not the same as they were in 
‘ World War I or World War [1—they are new; they are better; they 
are more complicated; they are more efficient—as soon as the company 
' gets into production and really gets rolling, our audit people go in to 

















- — cheek the costs and they see how much was subcontracted. I am not 
$s ‘ . . . ©. 
- talking about renegotiation, now. I am talking about repricing as 






you move through the contract. 
So you do have a way of checking. 
- Mr. Keatine. Now, suppose that it were found that a particular 
' prime contractor was not, in the judgment of the procurement officer, 
acting in good faith, who was, to use the expression, hogging the busi- 
ness, and was unwilling to let subcontracts where he could: Is there 
any action which could be taken under the contract, and, if so, would it 
be likely to be taken ¢ 

Admiral Rive. May I attempt to answer that, Mr. Small? 

Mr. Smauu. Surely. Go ahead. 

Admiral Rive. With regard to the negotiation of the prime contrac- 
tor the matter of subcontracting is thoroughly discussed with the prime 
at the time the contract is negotiated. That is particularly necessary in 
connection with a very large dollar value contract, which is being done 
on a cost-type basis, either cost with redetermination, or the target 
price contract, or any one of the number of permissible cost-type con- 
tracts. 

The prime contractor, at the time of negotiation, agrees as part of his 
agreement, to subcontract for the following parts. If he fails to live 
* ip to that contract stipulation, obviously he is in violation of the terms 
of his contract. 

lf your question was addressed to a contractor who failed at the time 
of negotiation to agree to do any subcontracting 

Mr. Keatine. No, that was not it. It was where he had agreed to 
such a contract as you have read here in the Air Force, but it was 
found during the course of it that he was not in good faith living up 
'\o the agreement with the procurement officer and he just took a stub- 
born position on it. My question is whether anything could be done 
under the terms of the ortlinary contract, and, secondly, whether it 
probably would be done. 

I do not know enough about it to know whether it should be done, 
but I am trying to find out what would happen if the contractor said, 
*That does not mean anything. That is just like saying I will do the 
best job Tecan. Iam doing the best job I can.” 












Barre Ri tetas 






SN FN 






















ae 






vee) ARS SO Sel ie io IE BA ats Pat a as bisscae 
PEE RERUNS IR Se ENE enh en ease 






ag 





318 STUDY OF MONOPOLY POWER 


Admiral Rivne. That is not the type of agreement that is entered 
into at the time of negotiation. 

I would like to turn to counsel on this. I think I am right in saying 
that failure to comply with this type of agreement would constitute 
cause for canceling the obligation of the Government on the part of 
the contract, would it not ¢ 

Mr. Nrepervenner. I| think that is true. 

Mr. Keatine. Then it would become a question of whether it was in 
the best interests of the Government to she such action or to forget it 
in a particular instance, in order to get the items. 

Admiral Ring. It would depend upon the facts in each case. 

I would like to add, though, sir, one important fact, that in this field, 
as in many other fields, the Army, Navy, and Air Force are rapidly 
proceeding with the selection and appointment of their small-business 
specialists. Now, in both areas, both as regards smaller business firms 
getting an appropriate and a fair share.of the prime contracting busi- 
ness, and the subcontracting business, the small-business specialists 
will be in there working on the basis of encouragement of maximum 
potential subcontracting in connection with each business deal and it 
is very hard, as Mr. Small has pointed out, to write a general rule cov- 
ering the whole tield, either of prime or of subcontracting, which would 
be workable with regard to individual contracts. 

Mr. Keating. I appreciate that. 

Mr. Smauz. Can Tadd a thought there, Mr. Congressman! A con- 
tractor’s performance, under any contract, is studied very carefully by 
the procuring officer when the hext contract is coming up. And if a 
fellow is in violation of what they want him to do the odds are that an 
equally competent manufacturer would get the next contract and not 
this fellow who was obdurate or trying to dodge his responsibilities. 

Now, how well is that carried out! It is carried out as well as we 
can educate the people down below, all over the country. 

Mr. Kearinc. | appreciate that is your problem, and that you 
are not the operat ing agencies. 

Do you find, candidly, an improvement in the attitude of procure- 
ment officers in the armed services toward small business? I have 
hada little bit of experience personally, and I know the natural reae- 
tion of a procurement officer in the services. It often is easier to deal 
with a large organization for many reasons. 

But can you give assurance to this subcommittee, or otherwise. re- 
garding the attitude of the procurement officers in the service / 

Mr. SMaLit. From my own experience in this thing in both world 
wars and now on this one, I honestly believe that the attitude down 
at the working echelons, at the technical desks, is substanti: illy better 
with relation to small business than it was before. One of the reasons 
for that is quite simple. First, let us remember that most of these 
people, if not all of them, really come from small business. They 
spring from*small business. They owe their education to the fact 
that their father was in small business, and so on. There are very 
few of them that are otherwise. , 

You say it is easier to deal with big business— true, and it is also 
safer. Their judgment in selecting a source is not going to be eriti- 
cized because a big company does something or does not live up exactly 
to a contract or does not deliver on time, or something. But the more 
we can Inculeate the idea in these peop le on the tee hnie al desks and in 
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their bosses of not to find fault with this fellow because he took a 
small-business concern on, the better we will be moving in the direction 
we are all trying to go. 

I find in the higher levels of the departments a more acute aware- 
ness, a considerably more acute awareness, of this problem and of the 
necessity for our protecting small business than I have in previous 
periods. ; 2 : . 

We cannot offer guaranties. It is obviously impossible to do that. 
I say a very real, a very sincere, and a very honest effort is being made, 
pot only by us, but by the departments themselves and by the people 
who are telling the procuring officers what to do. 

Undoubtedly there will be cases that will be stupid and will be 
wrong. but in a huge, tremendous organization such as we operate, 
those things are inevitable. But by and large, I think the thing is 
improving. 

lam very heartened by the progress which is being made. We still 
have far to go, far to go. 

Mr. Srevens. Mr. Chairman, there are two or three things I would 
like to clear up for the record very briefly. 

First of all, Mr. Small, referring to the April 10 meeting of the 
Internal Combustion Engines Industry Advisory Committee, Mr. 
Small has submitted a letter to the chairman under date of June 14 
with two memoranda attached to it describing those meetings, which 
I would like to have entered into the record, if that is all mght with 
the chairman. 

Mr. Bryson. That may be done. 

(The letter and memoranda are as follows :) 


Exuinit No. S4-A 


MUNITIONS Boarp, 
Washington 25, D. C., June 14, 1951. 
lion, EMANUEL CELLER, 
Chairman, Subcommittee on Study of Monopoly Power, 
Committce on the Judiciary, House of Representatives, 

My Dear Mr. CHAIRMAN: During the hearing before your subcommittee on 
June 12, you requested that we furnish statements on two meetings of the 
Munitions Board Internal Combustion Engine Industry Advisory Committee. 

There are two statements attached. The first is a statement covering the par- 
ticipation of noncommittee Inembers in a task group study project, which was 
mentioned in the minutes of the committee meeting held on April 10, 1951. The 
second statement sets forth the circumstances leading to the meeting of April 15, 
N51, being held in one of the rooms in a suite of offices occupied by the Internal 
Combustion Engines Institute. You will note from: the statement that this was 
not an official Munitions Board committee meeting. 

I wish to thank you again for the opportunity of appearing before your sub- 
conmnittee and I hope this additional information will serve to clarify the points 
that you raised during my testimony concerning these meetings. 

Sincerely yours, 
J. D. SMALL, Chairman. 


Exutsir No. 34-B 
APRIL 10, 1951 MEETING 


The task group of which Mr. Crawford is chairman is the Basic Tools Subcom- 
mittee of the Internal Combustion Engine Industry Advisory Committee, The jo! 
of this subcommittee is to develop a plan to standardize the high mortality parts 
for industrial type engines used by the military. Standardization is only effee- 
tive if the standard parts decided upon can be manufactured in sufficient quan 
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Admiral Rixe. That is not the type of agreement that is entered 
into at the time of negotiation. 

I would like to turn to counsel on this. I think I am right in saying 
that failure to comply with this type of agreement would constitute 
cause for canceling the obligation of the Government on the part of 
the contract, would it not ¢ 

Mr. NrepervenNer. I think that is true. 

Mr. Kearine. Then it would become a question of whether it was in 
the best interests of the Government to take such action or to forget it 
in a particular instance, in order to get the items. 

Admiral Rrxe. It would depend upon the facts in each case. 

I would like to add, though, sir, one important fact, that in this field, 
as in many other fields, the Army, Navy, and Air Force are rapidly 
proceeding with the selection and appointment of their small-business 
specialists. Now, in both areas, both as regards smaller business firms 
getting an appropriate and a fair share.of the prime contracting busi- 
ness, and the subcontracting business, the small-business specialists 
will be in there working on the basis of encouragement of maximum 
potential subcontracting in connection with each business deal and it 
is very hard, as Mr. Small has pointed out, to write a general rule coy- 
ering the whole field, either of prime or of subcontracting, which would 
be workable with regard to individual contracts. 

Mr. Keating. I appreciate that. 

Mr. Smauyi. Can IT add a thought there, Mr. Congressman‘! A con- 
tractor’s performance, under any contract, is studied very carefully by 
the procuring officer when the next contract is coming up. And if a 
fellow is in violation of what they want him to do the odds are that an 
equally competent manufacturer would get the next contract and not 
this fellow who was obdurate or trying to dodge his responsibilit ies, 

Now, how weil is that carried out’ It is carried out as well as we 
can educate the people down below, all over the country. 

Mr. Kearine. | appreciate that is your problem, and that you 
are not the operating agencies, 

Do you find, candidly, an improvement in the attitude of procure- 
ment officers in the armed services toward small business? I have 
hada little bit of experience personally, and I know the natural reac- 
tion of a procurement officer in the services. It often is easier to deal 
with a large organization for many reasons. 

But can you give assurance to this subcommittee, or otherwise. re- 
garding the attitude of the procurement officers in the service / 

Mr. SMaLL. From my own experience in this thing in both world 
wars and now on this one, I honestly believe that the attitude down 
at the working echelons, at the technical desks, is substantially better 
with relation to small business than it was before. One of the reasons 
for that is quite simple. First, let us remember that most of these 
people, if not all of them, really come from small business. They 
spring from*small business. They owe their education to the fact 
that their father was in small business, and so on. There are very 
few of them that are otherwise. , 

You say it is easier to deal with big business—true, and it is also 
safer. Their judgment in selecting a source is not going to be eriti- 
cized because a big company does something or does not live up exactly 
to a contract or does not deliver on time. or something. But the more 
we can inculcate the idea in these people on the technical desks and in 
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their bosses of not to find fault with this fellow because he took a 
small-business concern on, the better we will be moving in the direction 
we are all trying to go. 

I find in the higher levels of the departments a more acute aware- 
ness, a considerably more acute awareness, of this problem and of the 
necessity for our protecting small business than I have in previous 
periods. 

We cannot offer guaranties. It is obviously impossible to do that. 
I say a very real, a very sincere, and a very honest effort is being made, 
pot only by us, but by the departments themselves and by the people 
who are telling the procuring officers what to do, 

Undoubtedly there will be cases that will be stupid and will be 
wrong. but in a huge, tremendous organization such as we operate, 
those things are inevitable. But by and large, I think the thing is 
improving. 

I am very heartened by the progress which is being made. We still 
have far to go, far to go. 

Mr. Svevens. Mr. Chairman, there are two or three things I would 
like to clear up for the record very briefly. 

First of all, Mr. Small, referring to the April 10 meeting of the 
Internal Combustion Engines Industry Advisory Committee, Mr. 
Small has submitted a letter to the chairman under date of June 14 
with two memoranda attached to it describing those meetings, which 
| would like to have entered into the record, if that is all right with 
the chairman. 

Mr. Bryson. That may be done. 

(The letter and memoranda are as follows:) 


Exutbir No. 34-A 


MUNITIONS Boarp, 
Washington 25, D. C., June 14, 1951. 


ion. EMANUEL CELLER, 
Chairman, Subcommittce on Study of Monopoly Power, 
Committee on the Judiciary, House of Representatives. 

My Dear Mr. CHAIRMAN: During the hearing before your subcommittee on 
June 12, you requested that we furnish statements on two meetings of the 
Munitions Board Internal Combustion Engine Industry Advisory Committee. 

There are two statements attached. ‘The first is a statement covering the par 
ticipation of noncommittee Members in a task group study project, which was 
mentioned in the minutes of the committee meeting held on April 10, 1951. The 
second statement sets forth the circumstances leading to the meeting of April 1, 
151, being held in one of the rooms in a suite of offices occupied by the Internal 
Combustion Engines Institute. You will note from the statement that this was 
net an official Munitions Board committee meeting. 

I wish to thank you again for the opportunity of appearing before your sub- 
committee and [ hope this additional information will serve to clarify the points 
that you raised during my testimony concerning these meetings. 

Sincerely yours, 
J. D. SMALL, Chairman. 


Exutsir No, 34-B 


APRIL 10, 1951 MEETING 


The task group of which Mr. Crawford is chairman is the Basic Tools Subcom 
mittee of the Internal Combustion Engine Industry Advisory Committee, The job 
of this subcommittee is to develop a plan to standardize the high mortality parts 
for industrial type engines used by the military. Standardization is only effec 
tive if the standard parts decided upon can be manufactured in sufficient quan 
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tity. Hence, it is important that the broadest possible cross section of the engine 
industry be consulted in arranging its meetings. If, in time of war, we are {yo 
get a maximum engine production for support of our Armed Forces, all of tho 
possible production facilities must be considered. That is why all manufacturers 
who might be able to build these engines were invited to participate in the mew: 
ings of this subcommittee. 

Those individuals participating in the meeting who were not members of | 
Munitions Board Industry Advisory Committee for Engines were either 
representative of companies who would probably be willing to build engines wi 
standard parts for the military, or (b) engineers (from offices of committer 
members) whose assistance was needed. 

The purposes of this project are (a) to improve spare parts supply to military 
units and thereby decrease the time machines are deadlined for repairs and (h) 
improve the production potential for engines during wartime. Because of the 
very nature of this work we must interest as many manufacturers as possib!: 
By taking into consideration the basic tooling of all manufacturers now, » 
have the best assurance that future purchases will not be concentrated in a feu 
companies, 

































Exursitr No. 54—-C 








APRIL 13, 1951, MEETING 





After the Industry Advisory Committee for Engines has received the stand 
ards recommended by the Basic Tools Subcommittee, it is necessary that the 
Army, Navy, and Air Force have assurance that engines constructed with these 
standardized parts will work satisfactorily. To do this we had one of the 
services (Corps of Engineers, United States Army) buy enough sample engines 
(51 so far—approximately 76 ultimately) so that tests could be run which would 
prove that the engines were satisfactory or not to the military. These contracts 
will be for three engines each and will be spread among a number of manu 
facturers. The purpose is to test as many models, With standardized and inter- 
changeable parts in them, as possible. 

In contracting for these test engines the Army contracting officer used a con 
tract form which contained provisions usually found in contracts for large 
quantity productien such as patent restrictions, detailed inspection procedures 
and test procedures. The manufacturers felt that some of these requirements 
were not needed in contracts for only three engines each and would cause need. 
less engineering, clerical, and legal work, all of which would increase the cost 
to the Government. As there seemed to be a considerable annount of work to be 
done in studying these complications, the contracting service (Corps of Engi 
neers) felt that its representatives should get together with the manufacturers 
who had contracts for test engines rather than take up the time of the whole 
committee. 

As a matter of convenience, one of the committee members who was also a 
member of the Internal Combustion Engines Institute, offered the facilities of 
a room in the institute’s offices, for the use of the group in accomplishing the 
project outlined above. This gathering on April 13 was a getting together of 
the contracting service (Corps of Engineers) and contractors, and not an official! 
meeting of the subcommittee of the Munitions Board Internal Combustion Engine 
Industry Advisory Committee. The meeting was attended by four representatives 
of the Corps of Engineers and the manufacturers concerned with the problem 



















Mr. Stevens. I would like to ask you two questions on that subject. 

First, I notice that the memoranda do not mention the members 
of the subcommittee which is referred to in the minutes which counsel 
read at the last session. I wonder if it would be possible to obtain the 
names of the representatives on the subcommittee, the subcommittee 
that is referred to on page 2 of the minutes. I am just asking if you 
can do it at your convenience. | , 

Mr. SmMaLtt. We will do a: 4 thought the one meeting they were 
talking about, the 13th, was it not——- 
Mr. Bryson. Yes. 
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Mr. SMALL (continuing). Was not a committee meeting at all. It 
was a contracting oflicer with some contractors. And that is not 
4 committee meeting. 

Is that what you are talking about ? 

Mr. Stevens. No, sir; although in the interests of completeness, 
it might be appropriate to give the names there, also. 

Mr. Smauyi. We will check that." 

Mr. Srevens. But particularly with reference to the sentence on 
page 2 of the minutes of the full committee meeting on April 10— 


The chairman called attention to the fact that although the subcommittee 
was small, other manufacturers were invited to the meeting. 


Mr. Smauu. We will get that. 

Mr. Stevens. The second thing, Mr. Small, is that I would like to 
clear up one point that is not entirely clear in the record, and that 
is with reference to the statement in the minutes that the report which 
was mentioned in the minutes included— 

An analysis of the changes in basic tools and parts which manufacturers 
vould have to make to accomplish standardization. To obtain this information, 
, questionnaire was sent to 17 manufacturers. The extent of industry partici- 
pation in the program will not be known until manufacturers are given a list 
of standard parts with blueprints, coded by standard bore sizes. With this 
information, they will be able to determine what they can manufacture. 

Now, here has been considerable discussion about that particular 
paragraph in the minutes. What I would like to know is this: When 
the blueprints are disseminated to various manufacturers has the deci- 
sion already been made as to what the standardization will be with 
reference to various parts, or, in the alternative, do you disseminate 
the blueprints to find out what extent industry can participate, and 
then ae up your mind as to whether you will adopt these particu- 
lar blueprints ? 

Mr. Smauyi. My understanding—and I am no expert on this par- 
ticular one—is that the engines which have been built—relatively few 
engines have been built—are being tested and I think that several 
more are being constructed at the moment, and when they are com- 
pleted and the tests are run, then they will pick out those fast-moving 
parts which they think are better than having a multitude of dif- 
ferent “specs” on different alternate fast-moving parts, and then 
will make up the drawings and disseminate them to see whether or 
ot they can be put into mass production, relieving us of the prob- 
lem of multiple inventory and putting something in which is equally 
good which will cut our inventory to one-tenth, let us say, on that 
particular part. 

Mr. Stevens. Then relating your answer to this 

Mr. Smauu (interposing). They have not yet reached a decision. 

Mr. Srevens. To this specific minute, they might well get to the 
blueprint stage, right down to the details on the standard bore sizes 
and so forth, in the blueprint stage, before the decision is made to 
adopt that particular type of part; is that what you mean? 

Admiral Rrve. That is right. 

Mr. Smatx. I am not sure that it is. Let us get into practicalities 
on this. You get imto the blueprint stage when you manufacture 





‘The members of the Basic Tools Subcommittee appears in Exhibit No. 30, supra, p. 287. 
* subcommittee does not have the names of those in attendance at the April 13 meeting. 
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anything. I mean, even if it is just a sample, you get into your blue- 
print stage. But the final blueprints are only after the evidence 
is there that this particular part can be made, and then you come 
out with a standardized drawing. 

Mr. Srevens. But Mr. Small, vou come out with two questions 
there. You have, one, can the part be standardized, and, secondly, 
to what extent can the various members of the industry make that 
particular part ‘ 

Now, of course, you have to make blueprints to answer the first 
question. When you disseminate those blueprints to the industry, 
have you decided that you will use that part, or will you wait until 
you determine whether the industry can make that part on a wide 
basis before you say, “This is the part we want ¢” 

Mr. Smavyt. We decide two things. We have to reach two decisions 
first: The first is, will the spare part work / 

Mr. Srevens. Yes. 

Mr. Smauu. Secondly, can industry make it in mass production? 
Having decided those two things then you take a spot check first 
and then you go around to all the contractors that are involved and 
give them copies of the drawing and ask them what they would 
have to do. 

Mr. Srevens. But vou make even the last decision before you dis- 
seminate the blueprints to the entire industry ¢ 

Mr. Smaui: I think it would be sort of ridiculous to be sending 
out tentative blueprints before vou had reached your final decision, 
that we do think that this standardized part will work: we have made 
spot checks and proved it. Before you did that, I think if you cir- 
culated them widely, you would be wrong. 

However, if you would like, in order to pin down the thing cor- 
rectly, we will submit a statement on the specific points and go into 
t in exhaustive detail. 

Mr. Stevens. In that statement, will you be sure to determine very 
clearly whether. when these particular blueprints were sent to these 
17 manufacturers, there had already been a decision on whether or 

tto adopt these partic ular bluepi ints # 

Mr. Smaui. Iam sure there had not been. 

Mr. Srevens. You are sure there had not been / 

Mr. Smauy. Yes. 

Mr. Stevens. Would you include that in vour statement / 

Mr. Smatu. Yes. It would just not be common sense to do it. 

im sure they had not done it. 

(The statements subsequently furnished by the Munitions Board 
follow :) ; 

Exunipit No. 35-A 
he Munitions Board Industry Advisory Com- 
gines held on April 10, 1951, in Chicago, IL, 
ent of industry participation in the pro- 
ifacturers are given a list of standard parts 
¢ sizes.” The question was raised during 
whether or not the blueprints men- 
ras completed prints of standardized 
a suggestion made by Mr. J. M. Craw- 
and his suggestior 


standardization 
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of engine parts has not reached the final blueprint stage as yet. After all 
preliminary developmental work has been completed, blueprints will be prepared 
of the standardized engine parts which the Government desires. At this point, 
the Internal Combustion Engine Committee will be able to recommend action 
to the Munitions Board Standards Agency. The agency will then probably 
(through the Corps of Engineers) circularize prospective manufacturers of these 
parts and furnish them completed blueprints to determine the extent to which 
these manufacturers can participate. 

Policies and procedures followed by the Munitions Board in the development 
of standardization studies are covered in a document Policies and Procedure s for 
Military Equipment Standardization, dated March 30, 1950, a copy of which 
is attached. Particular attention is directed to the flow chart for equipment 
standardization on page 6 of this document. 


ExHisir No. 35-B 


MUNITIONS Boarp, 
Washington 25, D. C., July 2, 1951, 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
Subcommittee on Study of Monopoly Power, 
House of Representatives. 

My Dear Mr. CHAIRMAN: The following information is submitted in response 
to your letter of June 22, 1951, requesting clarification of enclosure two to our 
letter of June 20, 1951. 

Apparently the sentence structure involving the use of the word “probably” 
has caused an inaccurate impression to be drawn. As intended, the word refers 
to the probability of the circularization being conducted by the Standards Agency, 
rather than a probability as to whether or not there would be circularization. 
The Munitions Board does not adopt standard parts until the prospective manu- 
facturers have been circularized : however, this circularization is not necessarily 
handled by the Munitions Board Standards Agency but, depending on the part, 
may be performed by the interested military service. 

With respect to your question as to whether or not we circularize drawings 
to determine which manufacturers can make standardized parts already fixed 
upon or whether or not the standard dimensions may be subject to change, the 
facts are these: In establishing these tentative standard parts, the Munitions 
Board, working with the interested military service, has nee every effort to 
bring all manufacturers into the standardization meeting Nevertheless it is 
advisable that we circularize drawings (blueprints) of thane tentative standard 
parts in order to make a second check on the amount of manufacturing capacity 
we can bring to bear in time of emergency. Circularization enables the in- 
terested manufacturers to assist us in determining if, and to what degree, it 
may be advisable to alter the dimensions of our tentative standard parts. 

If you have need for any further information on this matter, please feel free 
to call on me. 

Sincerely yours, 
J.D. SMAui, Chairman. 


Mr. Srevens. Mr. Small, I would like to ask you to comment on 
two or three matters very briefly. 

First of all, with respect to the use of trade association full-time 
employees in industry advisory committees, I noticed that at the last 
session you testified that you had participated in a large number of 
such advisory committee meetings. Is it your opinion that such per- 
sons are able to make a contribution to the work of industry com- 
mittees ? 

Mr. Smauy. Very frequently. They can and should be called upon 
to make a contribution. But I believe that they should be called as 
witnesses. 

Mr. Srevens. Rather than as members? 

Mr. Smarty. That is right. 
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Mr. Srevens. I would like to ask one other question on that point. 

Has it been your experience that those persons more frequently 
than representatives of industry itself or other groups tend to act 
improperly in such meetings ¢ 

Mr. Smautu. No; I definitely had no such feeling at all. I had a: 
instance the other day where a trade association man was in to see 
me, and he said, “Jack, I am going to go completely against t\\ 
ypinions of the industry when I tell you this. This is something tha 
I think you should do, and the industry does not think so.” 

But he said, “That is my opinion.” 

You tind that many times. 

1 have never in my experience found any sinister actions by thie: 
association men. They are pretty good people, the same as the ma 
ufacturers are pretty good people and the workers are pretty goo 
people. 

Mr. Srevens. And you have attended hundreds of such meeting: 

Mr. Smary. Yes, hundreds of them. 

Mr. Stevens. Now, turning to another subject, if I may, at the firs: 
session of these hearings last Monday, Mr. Morison, Assistant Atto: 
ney General, commented at some length about his notion of a centra 
procurement plan, which he felt was necessary. 

Now, in order to pin point the question that I have in mind—an( 
interrupt me if I am not correctly stating what I understood you t 
testify—I understood you to say that it 1s the job of the Munition- 
Board, primarily, to determine the needs of the military, to schedule 
purchases and procurement so that you will have what you want when 
you need it—to know the production schedules and get things whe 
they are needed for our defense. 

In other words, you have central planning in terms of getting what 
you need—finding out what is needed, and getting it. 

As I understood Mr. Morison’s testimony, he was saying that 1 
was also essential that there be planning in the sense of determining 
what the capacity of the country is, what different areas can produce, 
what the various production facilities are of each industry, and so 
forth, and that studies should be made on that phase of the whole 
planning job before the Government should go ahead with this pro 
curement program. 

Now, directing your attention to that phase, which is the inventors 
of our productive eapacity, first of all, is 1t your opinion that anything 
along that line is being done now? 

Mr. Smaut. I have discussed this a number of times with Mr. Mori 
son, and I pointed out to him some of the practical difficulties, if you 
like, in the concept. 

Take our great country. It is spread all over the place. The 
distances are great. 

Mr. Stevens. Mr. Small, if I might interrupt, perhaps you could 
first tell us the extent to which that is being done now, and, secondly, 
comment on the feasibility of it. 

Mr. Smarty. In every one of the procurement offices—and I say 
this advisedly—and in practically every one of the prime contrac 
tors’, they have registers of potential subcontracting capacity, and 
we have registers of prime contract and subcontract capacities, people 
who have said that they believe they can make this, that, or the othe: 
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thing, and have told the procurement people what their capabilities 
are, their tools, their skills, and so forth. 

There is a great deal of that that has already been done and i 
being utilized. One of the functions, for example, of the small busi- 
ness specialists is to do that very thing in this area. One of the 
functions of the NPA Small Business Office is to do that same thing. 
Many of the chambers of commerce have made those surveys locally. 
A great deal of work along that line has been done, but not coalesced 
into a national picture back here in W ashington. And that is the 
thing that bothers me, because the situation in a local plant—say Joe 
Doaks, who has less than 500 employees—today he may have no 
work, tomorrow he may be full up. It is quicksilver. It changes 
every hour almost as you go through these industries. 

Therefore, by the time that you have collected all that information 
into Washington, a terrific task, it would be out of date. Therefore, 
I think that that kind of information, completely up to date, should 
be maintained at the local level in every one of the communities. I 
think it could accomplish a very great deal of good. 

But bringing it into Washington, I think it would be out of date 
before it got in. 

Mr. Srevens. There is one other question, which is really pointed 
up by an example Mr. Keating referred to this morning, of a manu- 
facturer with 550 employees. 

As I understand your statement so far, it has been directed primarily 
at the problem of the small-business man. By definition, a small- 
iuisiness man is one who has less than 500 employees. 

Perhaps I could point this up by suggesting that there is a differ- 
ence between the concept of a small- business committee and the con- 
cept of a monopoly committee. I am wondering to what extent the 
procurement agencies or the Munitions Board or other planning groups 
in the Government study the problem of avoiding concentrations of 
economic power. 

In other words, perhaps we would have an industry with two or 
three very, very large corporations, a dozen which are big business 
in the sense that they are over 500 employees, but nowhere near as 
large as the two or three very large ones, and then perhaps some 
small businesses. Is there any planning, or any conscious or con- 
certed effort to spread the procurement out among the members of an 
nidustry so as to avoid, or at least to know, to what extent the procure- 
iment is going to the very large members of an industry ¢ 

Mr. Smauu. Let me see if I can pin point an answer for you. 
Hardly a day goes by that I do not have somebody come in and ery 
on my shoulder that he i is small business, not technically under the 
definition, but because he is one of the smaller ones of a small group 
of very big concerns, and therefore he wants to be treated as small 
business, even though—well, I will give you one example. 

A man was in to see me the other day and he was making $1 millior 
a month net. Well, that is a = big business, in my book, if he is 
making that much money. But he was small business because he 
was one of the smallest of his particular industry. And, therefore. 
le deserved special consideration. 

Well, I think that is right. We certainly do not want to concer 
trate this in the hands of the very few, the top one or two, of each of 
these industries. We want to spread. it out across these industries. 
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I think our people generally have that in mind, that they are trying 
to do that where it is feasible. ; 

But when you take a common item—let us pick a hypothetical case 
where there are five people, all of them terrifically big business, and 
we call for bids, and the fellow that bids the lowest gets the business, 
That is acommon item. The quality isO. K. The delivery is O. K, 
The fellow that bids the lowest gets the business. I think that is 
proper. 

Mr. Gotpsrern. Mr. Small, I wonder if I might follow Mr. Stevens’ 
reasoning by asking a question in terms of a hypothetical example. 
Supposing, on March 1, I were a diligent procurement officer, say, in 
Chicago, Ill., and I received instructions to negotiate contracts re- 
lating, say, to the purchase of some four-door sedans for use as staff 
cars. And being a very diligent procurement officer 1 had on my desk 
the directive of General Marshall dated December 15, 1950, which 
instructed all people in the procurement field to broaden the base. 

Now, into which drawer of my desk would I reach or what phone 
call would I place in order to find out whether or not I would be 
broadening the base if I gave the contract to Kaiser or to Studebaker 
or Hudson or General Motors or Ford? In other words, how could 
I know what procurement actions had been taken as of March 1 
which would influence the broadening of the base by placing this 
particular contract ? 

Mr. Smauz. That is a common item? That is a civilian-type sedan 
you are talking about? 

Mr. Goutpstein. A civilian-type sedan. There had been procure- 
ment. actions involving General Motors for other things including 
sedans, but General Motors also makes sedans. There had been pro- 
curement actions involving Packard, probably Studebaker and Ford. 
I do not mean to leave any motor-car company out. But now in order 
to make sure that I am following General Marshall's directive, how 
do I know how to spread the base by this particular order on March 1/ 

Mr. Smauu. Correct me, Admiral, if lam wrong. I think it is very 
simple. The technical desk handling the purchase of the sedans has 
a problem with which he is very familiar of spreading the base. But 
for us to try to tell the man on every technical desk out there, or 
throughout the country. of what every other technical desk has done 
or is doing would be administratively impossible. 

Mr. Goupstretrn. Does that boil down simply to the fact that he could 
not obtain figures which would show over-all procurement to General 
Motors, over-all procurement to Kaiser, or over-all procurement to 
the other automobile manufacturers, as of March 1, so that he could 
broaden the base by giving it to some particular corporation ? 

Admiral Rivne. May I try the answer to that, sir? 

Mr. Smauti. Yes. 

Admiral Rine. If you will change Chicago to Detroit—— 

Mr. Gotpsrern. All right. Make it Detroit. 

Admiral Rrxe. We concentrate in Detroit in one procurement office 
the procurement of all automotive vehicles across the board for the 
entire Department of Defense. So the man in making that decision 
does not have to turn to anyone but. himself. He knows how many 


2 See correspondence with Chairman J. D. Small dated June 28, July 10 and 24 


August 9, 1951, in appendix, infra, pp. 968-970 
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Chevrolets he has bought, how many Kaisers, how many Fords, how 
many Studebakers, and how many Packards. 

Mr. Gotpsrers. But Admiral Ring, maybe I do not make myself 
clear. I was not interested in knowing specifically how many auto- 
mobiles had been bought at a particular time. General Motors manu- 
factures other things than automobiles. So does Chrysler; so do 
Ford, Studebaker, and right on down the line, to Willys. 

Now, I am the diligent one who wants to broaden the base, not 
only in sedans, but in all procurement. How do I know whether 
General Motors is ahead of Chrysler, and therefore in negotiating I 
should negotiate with Chrysler, or if Willys is ahead of ¢ ‘hrysler, or 
Chrysler ahead of W illys, and so forth? In other words, is there not 
a statistic available which will tell me what the over-all procurement 
program has meant to all the automobile industries, so that I know 
how to negotiate this contract on March 14 

Admiral Ring. By the industry, the answer to your question is, 
“No.” There is no such total of information available across the 
board. But with regard to the specifics, Mr. Goldstein, it is available, 
because the man knows it with regard to a commodity-by-commodity 
basis. His job in the last analysis i is to try to buy his product, and 
the fact that General Motors might be making a type of aircraft engine 
could not be known specifically to the man buying sedans, Chev rolets. 

Mr. Gotpstetn. Would it be fair to say, sir, on that basis that the 
purpose set forth in General Marshall’s directive is actually impossible 
to comply with ¢ 

Mr. Smauy. No. 

Admiral Ring. I do not think so. 

Mr. Smauu.. You mean 100 percent? Obviously it could not be 
done 100 percent. 

Mr. Goupsretx. But in terms of the specific problem of the automo- 
tive industry which produces a great many things, the procurement 
officer would not be able to tell the extent to which procurement actions 
have passed throughout the entire industry when he does handle that 
one item. That is all I am asking. 

Mr. Smaux. I think the rule of common sense follows there, that 
you cannot possibly transmit to every technical desk every purchase 
that is made of all weapons and everything else. It just cannot be 
done. 

I think we are going down the right track when we spread each 
item across the industry, each weapon across the industry. Then the 
general guidance that you come to, as your test here, is, is it auto- 
matically flowing into another company’ We have to find a solution 
for that, not by trying to set up an administrative load here that would 
be intolerable. 

Mr. Woog. With the permission of the chairman, I would like to 
introduce into the record at this time various statistics showing the 
volume of procurement let to the 100 corporations who are the top 
recipients of Government contracts. This follows a similar study 
made in World War II showing concentration of defense contracts 
on 100 top manufacturing corporations in the United States. 

The CuatrrmMan (presiding). Do you want to offer that for the 
record now ¢ 

Mr. Woog. Yes. 


The Cuatrman. That is accepted. 
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(The documents referred to are as follows:) 


Exuisit No. 86-A 


100 corporations ranked by volume of prime war supply contracts cumulatire 
June 1940 winikeceh ecmaunanaal tet 





Cumulhit 

















. . Mi s . “ 
Rank Corporation of dollars |" otal’ ” | Percent o 
pS LE a) Bene e ee ee ae oe 175, 062. 9 100.0 100.0 
100 specified corporations, total............-......--- M7, 634. 4 67.2 2 
ee ee St ee eee ae 13, 812.7 7.9 , 
ees Ss ee eae 7, 091.0 4.1 119 
3 | Ford Motor Co- PR en ERG FET 5, 269. 6 3.0 15 
4 | Consolidated Vultee Aircraft Corp_- SEE ea FA 4,875.4 2.8 ! 
5 Be I Ls Rsk oo ernie cctectiewenswetscase : 4, 431.3 2.5 a 
ts Co uasewageaie 3 3, 923. 0 2.2 22 
I, 9. c_ coS ck bh esemmiens none derascns 3, 789.3 | 2.2 24 
te REAR a ae See ae 3, 394.8 | 1.9 26. 
9 | General Electric Co.._...---...------------ Picgeelantod eon 3, 300. 1 1.9 | 28 
10 | Lockheed Aircraft Corp.__...........-.---.--------------- ‘ 3, 246. 2 1.9} x0. 4 
11 | North American Aviation, Inc____- RS Se BS RRs SE 2, 768. 5 1.6 | 32.0) 
12 | Boeing Airplane Co_ PEN 29E RE Fe EIS 2, 700. 2 1.5 | 33 
13 | American Telephone & Telegraph Mees pe ee 2, 562.7 1.5 | 34.9 
3b.) US ee ee eee 2,344.8 | 1.3 3H. 3 
15 | Du Pont, E. I., de Nemours Co., Inc________-- bie Bi me 2, 186, 2 1.2 | 37.5 
16 | United States Steel “SENSEI RETR ae RSP ee | 1, 974.0 1.1) 38.7 
Pe 0 EEE A Cees ee 1, 869. 2 1.1 | 39.7 
18 | Packard Motor Car Co--—- iMac tetenaa 56 1, 783.8 | 1.0 | 40.7 
a 25 aun caiasnpbnnnhpamsetiinaie 1, 531.5 | 9 | 41.6 
20 Kaiser, mens. NRE ee a ASE 1, 384.4 8} 2.4 
21 | Westinghouse Electric & Manufacturing Co--.------------ 1, 375.7 | 8 | 43.2 
22 | Grumman Aircraft Engineering Corp. ..._.........--------- 1, 330.4 | 8 | 4.0 
23 | Newport News Shipbuilding & ennis Mock SPEIRS SIRS 1, 245.8 * 44.7 
24 | Republic Aviation Corp... .___- SLA pee 1, 231.5 ce 45.4 
ch aeenemnusetbeewsie’ 1, 228.3 a 46.1 
26 | Todd Shipyards Corp_____.._-.--- ie REE RR ET 1,191.9 e 46.8 
27 | Nash-Kelvinator Corp.................-.-..--.----- ie. 1, 162.6 | a 47.4 
Re EARS atts BE aS aes 1, 143.8 7] 48. 1 
29 | Consolidated Steel Corp., Ltd_...-- in baptebbuane wenannena 1, 097.4 | i 48.7 
30 | Goodyear Tire & Rubber Co.......................---.----- 1,091.2 | 6 | 49.3 
31 | Standard Oil Co. of New ae. ST RS I et OCR 1, 053. 1 .6 49.9 
32 | Aviation Corp_-_- ARIAS aR Re selanciniaa 1, 045.6 .6 | 5) 
33 | International Harvester Co......___..__--___-.------------ 1, 035.8 | .6 | 51.1 
34. | Amnertome Saeonmotive Oe. .............-...-6...-...<......- 889.2. 5 51.6 
35 | Western Cartridge Co_. Sietdaasatatetdiaesalerete- gala 880. 5 8 52.1 
36 | American Car & Foundry 66..3.. ‘ eek es 84.9 5 §2. 4 
37 | United States Rubber Co- ae : eae et 798. 0 5 53. 1 
38 Continental Motors Corp. rae sian ; Saaeaten 782.9 4 Bs 
39 | Sun Oil Co_._._. } 712.5 .4 53.9 
40 | Baldwin Locomotive Works.....______ 712.3 4 M 
41 | Pressed Steel Car Co., Inc_........___- 664.3 4 54 
42 Permanente Metals Corp. - - : 635.4 4 af 
43. Radio Corporation of America... 610.0 | 3 55. 4 
44 Caterpillar Tractor Co. 602.7 2 55.8 
45 Allis Chalmers Manufacturing Co 585.7 3 56. 
46, Norden Carl L., Ine : 555. 2 24 56.4 
47, Diamond T Motor Car Co _____. 535.7 _ M7 
48 Willys-Overland Motors, Inc 522.2 3 57.0 
49 | California Shiphbt ons Corp. ...- 503. 5 3 57 
%) | Bath Iron Works 498. 6 an 57.6 
jl | American Woolen Co., Inc 493.9 3 | 57.9 
52 | Emerson Electric M: anufacturing Co 487.1 3 | 58. 1 
43 | Consolidated Builders, Inc 478.1 | 3 8.4 
54 White Motor Co 471.6 on 58.7 
55 | Firestone Tire & Rubber Co. 455. 2 a 5 
56 Pullman, Inc 455.0 . 59 
57 | Phileo Corp J 452.8 x 9 
58 ~~ sconds Copper “Mining Co 446.8 | 59. 7 
59 | Federal Cartridge Corp-. 439.1 3 60.0 
6) | Fairbanks, Morse Co. ._. 414.1 2 6.2 
61 Northern Pump Co 411.1 fe m4 
#2 | Eastman Kodak Co 407.6 2 fi). 7 
63 | Mack Trucks, Inc : 396. 1 PS 60.4 
fi4 | Food Machinery Corp. . 292.2 2 il 
55) Hercules Powder Co 366. 6 2 61 
6 Remington Rand, Inc 359.8 2 6! 
47 | Goodrich, B. F., Co 359. 6 we 61.8 
6&8 Brown Shipbuilding Co 357.1 eo 62.0 
69 | Beech Aircraft Corp 351.3 2 62.2 
70 | Higgins Industries, Inc 349.6 7 fiz 4 
Tl} Raytheon Manufacturing Co 348.8 — 62. f 


Footnote at end of table, p. 329. 
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100 corporations ranked by volume of prime war supply contracts cumulative 
June 1940 through September 1944—Continued 





Millions | Percent of | | Cumulatiy 





Ral "| Corporation of dollars ! total | Pe rs a of 
ole. 

72 | Dravo Corp A : No ee | 343.7 27 62.8 
73 | Fairchild E sone & Airplane Corp. | 334.1 2) 62.9 
74 | Smith, A. O., Corp. ; ; eS aS 329.6 | a 63.1 
; | Standard Oil’ Co of California ___- oa , ; 327.6 33 63.3 
76 | General Cable C orp. é : : : ae 325.6 | #3 63. 5 
77 | Electric Boat Co.........-.....-- ; = 324.1 2 63.7 
vs Jack & Heintz, Inc__._- Bi Rao! eS : Seentes 312.2 | 2 63.9 
"y | Royal Dutch Co ad ea 308.1 | 2 64.0 
s0 | Crucible Steel Co. of America___.........--.---------------- | 300. 5 2) 64.2 
s} | American Shipbuilding Co__._. TE SS EASE ooh, 294.0 as 64.4 
s2 | Moore Dry Dock Co.......-.-.-...-.--.--. eeic 292. 2 | ‘2 | 64.5 ; 
<3 | Hudson Motor Car Co a2 ee 290.0 | 2 | 64.7 
s4 | Brewster Aeronautical Corp____- ee 231.8 | 2) 64.9 
55 EINECS: se a aa . ae 279.5 at 65.0 
s6 | Socony-Vacuum ea aaa 276. 5 | aa 65. 2 
87 Jacobs Aircraft Engine Co..--------------------- siecnenl 269. 4 | 2] 65.3 
88 | Ingalls Iron Works... .............----- Sy ee PEAS 265.6 .2 65.5 
x9 | Western Pipe Steel Co. of California. _.------------_-_- c 264.3 | e 65.6 
yg | American Can Co_.___- <n saa | 261.8 a 65.8 
v} | General Machinery Corp_..- 5 LA Se | 261.7 ~ h 65.9 
92 | Chicago Bridge & Iron Co... RE ES Oe, | 260. 2 ey 66.1 
43 | Texas Co_. bia ee EI. | 260. 1 1] 66. 2 
“4 | Galvin Manufacturing Corp_ we NT abe 243.8 a 66.4 
os | ones Op. RARER, 2 eee 242.6 = 66. 5 
vs | Revere Copper & Pas «. _ : | 241.6 HE 66. 7 
yi | New England Shipbuilding UTS 235. 5 sai 66.8 
¥3 | Missouri Valley Bridge & Iron Co________- et 233.8 1) 66.9 
@ | Colt’s Patent Fire Arms Manufacturing Co___- 233.8 a 67.1 

100 | Northrop Aircraft, Inc...-.......-......--...-.-- 232. 3 1] 67.2 








1 Represents the total face value, as of Sept. 30, 1944, of all prime war supply contracts of $50,000 and over 
exclusive of food, reported to the War Production Board in the period June 1940 through September 1944. 


Exuisit No. 36-B 


100 corporations ranked by volume of prime defense contracts, July 1, 1950, 
through Mar. 31, 1951* 





| 








| Cumulative 
Millions | Percent of | 

Rank Corporation ? percent of 

| | of dollars? total total 

| | } 

All corporations, total...................------ 2 ene | 16, 152.9 | 100.0 | 100.0 
100 specified corporations, total.._...........-.------.. | 8, 940. 2 | 55.3 | 55.3 
1 | General Motors OCorp......................-....- .-| 1,055.3 | 6.5 6.5 
2 | United Aireraft Corp.__-.__... eT ES 554. 2 | 3.4 | 9.9 
3 | Douglas Aircraft Co., Ine_.....-__- CD 2 ELTA aT ot 511.0 3.2 13.1 
4 General Electric Co_____- a rap Bile ie 492.3 | 3.0 | 16.1 
5 | Boeing Airplane Co______.- ERCIERGE SAK 392.0 | 2.4 | 18.5 
6 | Grumman Aircraft & Engineering Corp Rae DEAT RS BEE 352.8 | 2.2 20.7 
EE 306. 1 1.9 22.6 
8 | Republic Aviation Corp... ...._.-_- a ; 251.1 | 1.6 | 24.2 
Y | North American Aviation, Inc_-_-- ot ines cn aie tbe ; 226.6 | 1.4 | 25. 6 
10 Chrysler Corp... - Sekectees nas. ; 220.5 1.4} 27.0 
il | International Harvester Co_-______-_- sienak 214.0 1.3 | 28.3 
12 Western Electric Co., Ine_____- Le NEES . : ; 212.2 13 29.6 
13 | Curtiss-Wright Corp_..._........-- ; a eee vii 203.1 1.3} 30.9 
i4 | American Woolen Co., Inc___..........--.--- : 201.4 | 1.2 32.1 
[3:6 rE Sees Saree J 199.1 | 1.2 33.3 
16 | Sperry ne te : 174.6 1.1 34.4 
17} C onsolidated Vultee Aircraft oe. dda ianiten cen. 168.7 | 1.0 35.4 
JEP 0vU OT OE eee 125.8 s 36. 2 
9 | MeDonnell Aircraft orp..-- rn a ob amie ain 109.9 36.9 
20 | Stevens, J. P. Co., Inc. ........-.- 1 Se Are 96.1 6 37.5 
21 | Fairchild ienginecring & Alghne Cc Corp. - SRE A e : 91.0 6 38.1 
22 | Martin, Glenn L., Cee Se Set RLS 86.2 5 38.6 
23; American Car & bounty Ag odiieeiek 86.1 5 39.1 
24 | Northrop Aircraft Ine_.__.._...._- fi ad ele : 83.0 5 39.6 
25 | Westinghouse Electric Corp... ee ae 82.3 5 40.1 
26 | bo Machinery & Chemical Corp... ee oe 82.1 5 40.6 
27 | V a Overland Motors, Inc.. 5s agi ‘ 78. 6 5 41.1 
28 | Goodyear Tire & Rubber Co................-. POS IRR 70.6 4 41.5 
29 | Emerson Electric Manufacturing Co Sates : 69.1 4 41.9 
30 | Avoc Manufacturing Corp...............-...--- 65.7 4| 42.3 


Footnotes at end of table, p. 330, 
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100 corporations ranked by volume of prime defense contracts, July 1, 1956 
through Mar, 31, 1951—Continued 


nT Cumulat 

. ; Millions — Percent of - 
Corporation “rece 

oe of dollars ! total on 





Bell Aircraft Corp 
Allis-Chalmers Manufacturing Co 
Standard Oil Co. of Calif 
Federal Telephone & Radio Corp 
Packard Motor Car Co 
Hughes Tool Co 
Firestone Tire & Rubber Co 
Radio Corp. of America 
Fastman Kodak Co 
Standard Oil Co. (New Jersey 
Kaiser-Frazer Corp 
United States Rubber Co 
Studebaker Corp 
United States Steel Corp 
Piasecki Helicopter Corp 
Fruehauf Trailer Co 
Cc ontinent: al Motors C orp 
Reo Motors, Inc 
Standard Oil Co. of Indiana 
American Steel Foundries 
Phileo Corp 
Winston Bros. Co 
Union Oil Co. of Calif 
General Tire & Rubber Co 
Bullard Co 
American Bosch Corp 
Canadian Commercial Corp 
Pacific Car & Foundry Co 
Socony-Vacuum Oil Co 
Sinclair Oil Corp 
Grand Central Aircraft Co_. 
National Steel Corp 
Cities Service Oil Co 
B. F. Goodrich Co 
Newport News Shipbuilding Co 
Ir itern: itional Business M at 
Forest Product Treating Co 
Beech Aircraft C orp 
Metcalf Co 
Phillips Petroleum Co 
Collins Radio Co 
Richfield Oil Corp 
Bethlehem Steel Co 
Texas Co 
Gilfillan Bros., Inc 
Radioplane Corp 
General Mills, Inc 
Caterpillar Tractor Co_. 
Simmons Co. 
Sun Oi1 Co 
Gulf Oi) Corp 
Aron J. & Co. , Ine 
Baldwin, Lin ton 
P “eerie Ss w oolen Mills _ ee 
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Mr. Wooa. I would like to direct several questions to Mr. Small, if 
I may, regarding these statistics. : 

Mr. Stevens. Mr. Small, during this brief delay, I would like to 
clear up one thing. I notice on this list of the 100 largest corpora- 
tions the name of Emerson Electric Manufacturing appears. Is that 
the company with which you were previously connected ¢ 

Mr. Smauu. No, sir: it is not. 

Mr. Srevens. The company with which you were connected was 
Emerson Radio / 

Mr. Smaui. That is correct. There is no connection between the 
two at all. 

Mr. Hiniines. What is the connection with Mr, Stuart Syming- 
ton’ Does he have any connection with Emerson Radio, or is it 
Emerson Electric / 

Mr. Smauu. He used to be with Emerson Electric. He neither has 
nor ever had any connection with Emerson Radio. 

Mr. Hinurnes. He formerly was active with Emerson Electric / 

Mr. Smauu. Correct. 

Mr. Hitnines. To your knowledge, is he connected with them now ¢ 

Mr. Smauv. I have no information on it at all. 

Mr. Witson. I understand he was. When he first came to the Gov- 
ernment he sold all his interest. 

Mr. Smauu. That is my understanding, also. But I have no first- 
hand knowledge of it. 

Mr. Woog. Mr. Small, do you think that economic concentration is 
an inevitable result of a war or emergency period ¢ 

Mr. Smauty. Do I think that concentration is the inevitable result 
of an emergency period? [do not think so. That is a pretty nebu- 
lous question to answer. The big companies, the big metal workers, 
who have the tools, the heavy equipment and the skills with which to 
make an engine or an aircraft frame, and so on, obviously get the or- 
ders for those things that they are competent to make and that other 
people are not competent to make. And to the extent that they get 
those orders, of course, they are being helped. But simultaneously, 
they are being reduced on their production of the civilian kind of 
thing. 

So I would say that the only way you could answer that is case by 
case, I suppose. I do not know. I have no crystal ball on whether 
it does or does not. 

Mr. McCunsocn. I should like to ask counsel if there is any evi- 
dence on that question involved in World War I or World War IT. 

Mr. Wooe. There is a study, sir, called Economic Concentration and 
World War IL, which is a report of the Seventy-ninth Congress, sec- 
ond session, in 1946, Senate Baccsaianl No, 2026. This report states 
that there has been an increase in economic concentration during and 
since World Wars I and IT. 

Mr. Keating. Who is the author of that ? 

Mr. Woo. The genesis of this report is one special committee to 
study the problems of American small business of the United States 
Senate, under the chairmanship, I believe, of Senator Murray, of 
Montana. 
ae Stevens. Did the Federal Trade Commission participate in 
that ¢ 











332 STUDY OF MONOPOLY POWER 


Mr. Woog. I do not believe it did at that time. This was a Senaie 
special committee. One of the members of the staff of Mr. Murray 
at that time is now with the Commission. He is John M. Blair. I am 
not familiar with the rest of the staff and so I cannot undertake (5 
say whether they are or are not with the Federal Trade Commissiv, 

‘Mr. Keatinc. Was that where Mr. Blair was before he went wi: 
the Federal Trade Commission ? 

Mr. Woog. I do not know Mr. Blair’s background but I imag: 
that he went to the Commission from there. 

Mr. Smaty. Could I make a comment / 

Mr. Woos. Yes. 

Mr. Smau. I read over this report of the Smaller War Plant; 
Corporation. I ran into one thing which seemed to surprise me from 
the reading of a lot of other things, which indicated the contrary. | 
quote from page 24 of this document.” 

Mr. Scantan. That is just part of it. It is No. 6. 

Mr. Sma. It says: 

While the importance of small firms in manufacturing declined, the relatiy: 
number of these firms remained preponderantly large, and in 1939 the statemer: 
shows that 99 percent of all manufacturing firms had less than 500 employees 
In 1944, the figure was 98 percent. 

It dropped 1 percent of total firms. 

Mr. Woo«. Directing your attention, sir, to the exhibit which thy 
Munitions Board submitted to us on April 7 entitled “One Hundred 
Corporations Ranked by Volume of Prime War Supply Contracts 
Cumulative June 1940 through September 1944.” would you be goo: 
enough to give to the subcommittee the total volume of procuremen' 
reflected during that period to all corporations, in millions 
dollars? ** 

Mr. Sma. I think it is on the top of the document, is it not ? 

Mr. Wooe. That isright. It is on the top of the photostat. 

Mr. SMALL, $16,152,900,000. 

Mr. Witus. That is the wrong exhibit. 

Mr. Wooa. I have reference to the exhibit showing the cumulativ: 
total from June 1940 through September 1944. 

Mr. Satu. I beg your pardon. That is $175.062.900,000. 

Mr. Wooce. Will you state for the benefit of the subcommittee what 
the total amount in dollars was that had been received by the 100 
specified corporations? 

Mr. SMALL. $117.634,400,000 or 67.2 percent. 

Mr. Woo«g. And that was 67.2 percent of the total? 

Mr. Smauy. Yes. 

Mr. Wooe. Would you read for the benefit of the subcommittee, 
please, the first five companies as they appear. The names of the 
companies will be sufficient. 

Mr. Smauu. General Motors, Curtiss-Wright, Ford, Consolidated 
Vultee Aircraft, Douglas Aircraft. 

Mr. Wooe. Now, directing your attention, Mr. Small, to the othe: 
photostat reflecting the 100 corporations ranked by volume of prime 
defense contracts, July 1, 1950, through March 31, 1951, will yo 
state for the subcommittee the total value of the procurement in dol- 
lars going to all corporations at that time? 


* See S. Doc. No. 206, 79th Cong. 2d sess., June 14, 1946, Report of the Smaller War 
Plants Corporation, Economic Concentration and World War II. 
* See exhibit 36—A, supra, p. 328. 
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Mr. SMALL. $16,152,900,000. 

Mr. Woog. Will you give to the subcommittee, then, the amount 
which reflects that portion that the 100 specified corporations have 
received ¢ 

Mr. SMALL. $8,940,200,000. 

Mr. Wooe. That is 55.3 percent ¢ 

Mr. SMALL, 55.3 percent; yes sir. 

Mr. Woog. Would you again read for the benefit of the subcom- 
jittee the top five recipients listed there ? 

Mr. SMautu. General Motors, United Aircraft, Douglas Aircraft. 
General Electric, Boeing. 

Mr. Woog. I notice from the statistics that General Motors has re- 
ceived 6.5 percent of the total procurement figures in the recent com- 
pilation made by the Munitions Board. Can you provide the sub- 
committee with any particular explanation as to why General Motors 
would have received that large a proportion ¢ 

Mr. Smauu. General Motors has a large number of associated or. 
| suppose, subsidiary, or associated companies. They are making 
tanks, trucks, turbojet engines, Diesel engines, shells, and 90-milli- 
meter guns. Ethyl Corp. is in there. That means they are in on the 
high octane gasoline. International Freighting Corp. is in there, 
and I suppose they are in on freighting. It is a very large organiza- 
tion, with high skills and experience, and tools, and heavy equip- 
ment, and they are competent to make particular things that we want, 
which are heavy. 

Mr. Keatinc. They are probably in more activities which impinge 
on the defense effort than any other concern in the country; is that 
a fair statement ? 

Mr. Smauv. I would think so, sir. 

Mr. Wooc. Can you give the subcommittee any idea, Mr. Small, 
of the difficulties experienced by your staff in compiling these statis- 
tics This is in reference to Mr. Goldstein’s question a moment ago 
as to how you know from your records system whether or not the 
industrial base is being broadened. 

Mr. Sma. I do not think that there was too much difficulty in 
accumulating this information by company names, by asking the de- 
partments for the amount of contracts that have gone to the Joe 
Doaks Corp., or General Motors, if you would like. There is a great 
deal of difficulty in getting the associated companies involved in it, 
because the procuring officers obviously peal not know that, and 
working that up on that kind of statisticai basis is very difficult. 

We still do not know—and if you have the information, we would 
like to have it on these 100 corporations—as to their affiliates, so that 
we could accumulate this information easier. We made some changes 
in the list and sent through a corrected copy because we did find new 
affiliates that we did not know were on there. We have no statistical 
method over there of tracing down all the affiliates of these large 
corporations. 

Mr. Goupsrern. Mr. Small, I might suggest at that point that 
there has been lent to the subcommittee a document entitled “Cor- 
porate Distribution of Prime War Supply Contracts Awarded June 
1940, through September 1944,” which was prepared by the War 
Production Board on March 8, 1945. In that document, they seem to 
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have at least the beginning of a breakdown on the affiliate problem, 
which might serve as a guide. 

Mr. Smauv. I think we are familiar with that one, but it has 
changed substantially since then. 

Mr. Wooc. To further clarify the record, Mr. Chairman, I woud 
like to introduce at this time two letters from the Munitions Boar 
which relate somewhat to the difficulties attendant upon developing 
this information. 

The CHairman. Very well. 

( The letters referred to follow :) 


EXHInir No. 37-A 
MUNITIONS Boarp. 
Washinaton 25, D. C.. June 11, 1951 
Hon. EMANUEL CELLER, 
House of Representatives, 

Drak Mr. CeL_ter: In accordance with our letter of April 5, 1951, and . 
sequent telephone conversations between our staff and staff of your committe: 
there is attached a report of net contract awards from July 1, 1950, through 
March 81, 1951, for the 100 corporations which, with their subsidiaries, so far 
as they could be readily identified, received the largest amounts of military 
contracts during this period. <A list of subsidiaries that was used in combining 
the data is also attached. It is the best that could be pulled together in the 
time and with the resources available but may not be entirely correct. Most 
of the subsidiaries and affiliates listed do not have any defense contracts 

In order to reduce the study to manageable proportions, the initial selection 
of firms was made so as to include those which had received individual con 
tracts of $500,000 or more. The tirms which had been awarded the largest 
dollar volumes of these large contracts were then studied to determine the 
total amount of all contracts (above the minima specified below) which they 
had received. It is possible that some corporations, such as food corporations 
perhaps, were not among firms receiving the largest amounts of large contracts 
but may have received total contracts in excess of some of the firms listed 
the report. We are quite sure that this would not affect the top 50 corporations 

The figures reported include contracts awarded to these corporations and 
their subsidiaries and controlled affiliates as follows: 

Army contracts of $5,000 or more from July 1, 1950, through December 
1, 1950, and of $10,000 or more from January 1, 1951, through Marc! 
31, 1951; 

Navy contracts of $5,000 or more from July 1, 1950, through March 31 
151; and 

Air Force contracts of $5,000 or more from July 1, 1950, through January 
31, 1951, and of $10,000 or more from February 1, 1951, through March 
81, 1951 

It is very possible that this tabulation will differ from those understood 
to have been requested by the committee directly from the military departments, 
due to differences in cut-off as indicated above: coverage of affiliates, and pos 
sible differences in coverage of some types of preliminary instruments that are 
not yet firm contracts. In general, letters of intent are included in the tabula- 
tion 

The study seems to indicate less concentration of defense contracts among 
large corporations than was the case in World War II to the extent that con 
parisons of available data are valid. The 100 largest corporations in the current 
program account for just over half of the defense prime contracts, whereas the 
100 largest corporations in World War II accounted for more than two-thirds. 
The data relate, of course, to prime contracts and give no indication of the 
extent to which subcontracting affects the distribution of defense business. 

Sincerely yours, 


H. K. CLark, 


Evrecutive Vice Chairman. 





He 
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Exurteit No. 57-B 


Munirions Boarp, 
Washington 25, D. C., April 5, 1951, 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. CeLtLer: This will acknowledge your letter of March 27, inquiring as 
to the availability of data on the top 10, the top 50, and the top 100 companies 
which, including their subsidiaries and controlled affiliates, have received the 
largest amounts of military contracts let from July 1 through February 1950. 
Such data can be assembled, although it is a fairly sizable clerical undertaking, 
complicated particularly by the problem of subsidiaries and affiliates. It is be- 
lieved that data for the S months’ period, for at least the top 50 companies, could 
be assembled by about the first week in May. 

A copy of similar data for World War II, also requested by your letter, is 
attached. 

H. K. Crark, 
Erecutive Vice Chairman. 

Mr. Wooc. I would also like to place in the record the list of cor- 
porations with their subsidiaries, or controlled affiliates, which list 
was prepared by the Munitions Board, and also letters and statistics 
which were prepared by the individual services, the Army, the Navy, 
and the Air Force, relating to the 100 firms with the greatest dollar 
volume of procurement by those services during the first three quar- 
ters of the fiscal year 1951. 

The Cuatrrman. They will be accepted for the record. 

(The documents referred to follow:) 


Exutsirt No. 38-A 


Top 100 Air Force contracts awarded the greatest dollar volume of procurement 
by headquarters AMC during the period July 1 1950, through April 30, 1951 


1. General Motors Corp. and subsidiaries * ae 
A. C, Spark Plug Division, Flint, Mich 
A. C. Spark Plug Division, Milwaukee, Wis. 
Aeroproducts Division, Vandalia, Ohio___ 14, 196, 999 
Allison Division, Indianapolis, Ind aaD 428, 263, 534 
Buick Motors Division, Detroit, Mich -_ ) ‘ . . 
Buick Motors Division. Flint, Mich_______f 1 006, 986 


pS152, 981, 545 


Chevrolet Division, Detroit, Mich ~~ _--- 25, OOO, OOO 
Cleveland Diesel Engine Division, Cleve- 

land, Ohio_—~ rs Fo ON a 2 aE Om S10, 7O4 
Delco Products Division, Dayton, Ohio __—-~ 154, S92 
Delco Radio Division, Kokomo, Ind x YS, 159 
Detroit Diesel Engine Division, Detroit, 

Mich ___. ; Piacceie pxechn 100, 447 
General Motors Corp., Detroit, Mich__~_- 

General Motors Corp., Flint, Mich_- ved 5, 000, 000 
Harrison Radiator Division, Lockport, 

Sa < ‘ioe a [= 33, 010 
New Departure Division, Bristol, Conn__- 577, 499 
Packard Electrie Division, Warren, Ohio__ 6, O77 
United Motorh Service, Detroit, Mich _--- 87, 944 


2. Boeing Airplane Co. and subsidiaries ________--------- 418, 601, 129 
Boeing Airplane Co., Wichita, Kan ~~~ $6, O18, 667 
sjoeing Airplane Co., Seattle, Wash -----~ 412, 582, 462 


80861—51—-ser, 1, pt. 4 
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Top 100 Air Force contracts awarded the greatest dollar volume of procurement 
by headquarters AMC during the period July 1, 1950, through April 30, 1951 
Continued 


3. General Electric Co. and subsidiaries $395, T68, 975 

yeneral Electric Co., Bridgeport, Conn——_~ $30, 979 

General Electric Co., Lynn, Mass__-----_~ 45, 766 

General Electric Co., West Lynn, Mass__- 4, 303, 508 

General Electric Co., Bloomfield, N. J---- 100, 000 

General Blectric Co., Schenectady, N. Y-- 345,548,978 

General Electric Co., Syracuse, N. Y__-~- 15, 961, 397 

General Electric Co., Waterford, N. Y.---- 17, 046 

General Electric Co., Dayton, OQhio._ ~~~ 178, 902 

General Electric Co., Lockland, Ohio__---- 23, 500, OOO 

General Electric Supply Corp., Dayton 
Ohio —__ ° at ale c eine Te 

General Electric X-Ray Corp., Milwaukee, 
| is Gees 


1, 518, 922 


Hotpoint Division, Chicago, Ii See 4, 300, 000 


4. North American Aviation and subsidiaries_- —— ¥ 266, 699, 209 
North American Aviation, Downey, Calif_— $226, 590 
North American Aviation, Long Beach, 
Calif eee rey Ss Ey ea oe 500, O00 
North American Aviation, Los Angeles 
Calif - * ae a ve . 264, 045, 500 
North American Aviation, Columbus, Ohio 1, 927, 179 
5. Republic Aviation Corp ieee ; aalenen 263, 
6. Curtiss-Wright Corp. and subsidiaries. ___ ; sbsipadetgia 204, 
Curtiss-Wright Airplane’ Division, Co- 
lumbus, Ohio ee . 
Curtiss-Wright Corp., Caldwell, N. J 
Curtiss-Wright Propeller Division, Cald- 
well, N. J__- Se en ee 40, 865, 188 
Wright Aeronautical Division, Wood- 
7 Spe tee Rel : 162, 274, 915 
7. Douglas Aaircraft and subsidiaries ; i 
Douglas Aireraft Co., Inc., Long Beach, 
Calif_- ss basa tang Ae . $20, 285, 683 
Douglas Aircraft Co., Inc., Santa Monica, 
Calif... = ete ee ee. Be eee ee 
8. Lockheed Aircraft Corp. and subsidiaries____ : . 
Lockheed Aircraft Corp., Burbank, Calif.. $145, 960, 258 
Lockheed Aircraft Service, Ine, Bur- 
bank, Calif__- - ln 13, 717, 178 
Airquipment Division, Burbank, Calif_- 2, 339, 064 
9. Ford Motor Co. and subsidiaries sa 
Ford Motor Co., Dearborn, Mich___-_._-. $89, 360, 690 
Ford Motor Co., Chicago, Il]__._.-_____-_- 32, 356, 400 
Ford Moter Co., Detroit, Mich ___- 14, 700, 000 
10. Consolidated-Vultee Aircraft and subsidiaries 
Consolidated-Vultee <Aireraft, San Diego, 
Calif z i Nt ee $41, 848, 580 
Consolidated-Vultee Aircraft, Fort Worth, 
Tex . oe cae ee 
11. Bendix Aviation Corp. and subsidiaries___- me 
sendix Aviation, Pacific Division, Bur- 
bank, Calif siihaes 
Bendix Aviation, Pacific Trivision, Holly- 
wood, Calif a : ihe 
Bendix Aviation, Red Bank Division, Red 
Bank, N. J ; 11, 142 
jendix Products Division, South Rend, 
Ind Fos ee : 35, 295, 664 
Bendix Radio Division, Baltimore. Md 49, 802, 809 
Bendix Radio Division, Towson, Md______ 3, 000, 000 
Bendix-Westinghouse, Elyria, Ohio _____ 48, 909 
Scintilla Magneto Division, Sidney, N. Y__ 8. 793. 036 
Eclipse-Pioneer Division, Teterboro, N. J_- , 115, 215 
































“ 
— 



















ater ata 


2. Western Electric Division____~- 
. Radio Corp. of America and subsidiaries__----__-__~- 


24. Westinghouse Electric Corp. and subsidiaries 


29. 
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Top 100 Air Force contracts awarded the greatest dollar volume of procurement 
by headquarters AMC during the period July 1, 1950, through April 30, 1951— 


Continued 
12. Northrop Aircraft...--...---.~- ee 
13. Fairfield Engine & Airplane Corp_-_-—~-- Dt en ee OT 
Fairchild Aircraft Division, Hagerstown, 
Bs ada pons dncttenlnareduasiainies lentompernaiaemanares $92, 743, OS4 
Fairchild Engine Division, Farmingdale, 
, a, eee ae eane 3, 401, 482 
Ranger Aireraft Engines, Farmingdale, 
i Cp LeeLee Le 1, 769, 900 
14. Sperry Corp., Gyroscope Division-_------------------------ 
i as crip ens cv ntininees cginansiontnarainniaishereeibaearersimseeeeegn 
RE EE A re ee, mre ee a a 
17. Kaiser-Frazer and subsidiaries__...._......--.---~- pales 
Kaiser-Frazer Corp., Detroit, Mieh—__- . $60, 900, 000 


Kaiser-Frazer Corp., Willow Run, Mich__~- 2, S00, O00 


_Aveo Manufacturing Corp. and subsidiaries____..--_--~_~ 

Aveo Manufacturing Corp., Crosley Divi- 
sion, Cincinnati, Ohio____- ae ds $11, 537, 926 

Avco Manufacturing Corp., New Idea Divi- 
sok. Teeewawe, eee............2«..-..-. 114, 876 

Aveo Manufacturing Corp., A. C. F. Brill 
Motor Co., Philadelphia, Pa._-~~- 15, 000 

Aveo Manufacturing Corp., Lycoming- 
Spencer Division, Stratford, Conn___-___ 30, 064, 000 

Aveo Manufacturing Corp., Lycoming- 
Spencer Division, Williamsport, Conn____ 16, 027, 616 
. Studebaker Corp__-----~- (SCRE PE Ee SOE ee ee 
. Bell Aircraft and subsidiaries__ a a a 
Bell Aircraft Corp., Buffalo, N. Y_._.---.-_-~ $13, 408, 324 
Bell Aircraft Corp., Niagra Falls, N. Y 34, GSO, 495 
PI I seca ch paeaiginamigineeitecsengees 


$6, 520, 000 


Radio Corp. of America, Camden, N. J- 


RCA Communications, Inc., New York, : 

Mae ikcetieca Sate Cacia lters Giz 24, 903 
RCA Service Co., Camden, N. J............ 2, 202, 831 
RCA Victor Division, Camden, N. J__-.---. 23, 490, 924 


Westinghouse Electric Corp., Elyria, Ohio $87, 218 
Westinghouse Electric Corp., East Spring- 
PRR IN sn tiecs tp eas cacao bcdicamenanp geesameck 
Westinghouse Electric Corp., Bloomfield, 
N. J seas eenn ee ea 
Westinghouse Electric Corp., Dayton, Ohio__ 
Westinghouse Electric Corp., Lima, Ohio__- 


wal 240, 000 
49, 458 
31, 051, 187 
298, 910 


25. Nash-Kelvinator ............_.- ae SAS Se 
a I Oi ath i MPLS Peer 
27. Grand Central Airport Co_.__.--____- celal eh atin ities Shintin 
28. United Aircraft Corp. and subsidiaries_________- —_ 
United Aircraft Corp., Bridgeport, Conn__-_ $49, 625 
United Aircraft Corp., East Hartford, Conn 257, 034 
United Aircraft Products, Los Angeles, 
: Calif _._- ici : : : : : 19, 33S 
aa United Aircraft Products, Dayton, Ohio 32, 505 
: Pratt-Whitney Division, West Hartford, 
he Conn — ae en kek aici tee ~~ 49, OO6 
Pe Pratt-Whitney Aircraft Division, Hartford, 
x fh ee RS See, wut. 12,133, 78 
# Hamilton Standard Division, East Hartford, 
a Conn RE eT IR ene Ee Pk zs 1, 325, 448 
Pe Sikorsky Aircraft Division, Bridgeport, 


RPE 0.2 Salk sales aeadceiticde coe 
Gilfillan 


sros 
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$106, 208, 915 
97, 914, 466 


89, 695, 726 
76, 106, 902 
66, 119, 5S6 
63, TOO, OOO 


57. 759, 418 


55, 000, 000 
48, OS3, S19 


29, 500, 000 
35, STT, 376 


32, 238, 658 


2S OO, OOO 
97, 693, 392 
26, 613, S37 


22 961, 06O 
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Top 100 Air Force contracts awarded the greatest dollar volume of procurement 
by headquarters AMC during the period July 1, 1950, through April 30, 1951— 
Continued 


30. General Mills $21, 926, 781 
Radioplane Co _--- 21, 494, 633 
: Pan American World Airways_-.------------ sek : ze 21, 429, 000 
3. Goodrich, B. F....-... 21, 228, 206 
20, 031, 13° 
International Business Machine, Washing- 
toa. ee. th eS 8 pe $148, 208 
International Business Machine, Endicott, 
2 a ae 19, 750, 000 
International Business Machine, New York, 
“aaa 500, 000 
International 
EE ae 532, 925 
Goodyear Tire & Rubber- 
Beech Aircraft ~~ 
Martin. Glenn L. 
Eastman Kodak 
Link Aviation Devices___ 
Pioneer Parachute Co., Inc_- 
Fletcher Aviation 
2. Loewy Construction__- 
Continental Motors and 
Jack-Heintz_- re 3 Rice Dy SS ane - 
Continental Motors Corp., Muskegon, Mich. $11, 153,111 
Wisconsin Motor Corp., Milwaukee, Wis_-- 27,179 
Phileco Corp 
Fairchild Camera & Instrument Corp 
Reliance Manufacturing Co___-.___-- 
National Cash Resister Oo.....____.___.......... 
Minneapolis Honeywell Regulator and divisions 
Minneapolis Honeywell Regulator, Minneap- 
se a ee Gene 
Minneapolis Honeywell Regulator, Dayton, 


Kearfott Co., Inc oe ye eae 
Connecticut Telephone Electric Corp ____—- 
Raytheon Manufacturing Co__ __- : 
Northwest Airlines 5b ae YS 
United States Rubber Co. and subsidiaries_______ __- ee 
United States Rubber Co., Detroit, Mich... $4, 497, S79 
United States Rubber Co., Naugatuck, Conn_ 9, O81 
United States Rubber Co., Mishawaka, Ind. 2, 162,378 
United States Rubber Co., New York, N. Y_. 1, 488, 737 
United States Rubber Co., Providence, R. I_- 
Canadian Commercial Corp. and subsidiaries 
Canadian Commercial Corp., Montreal, 
Canada _ $4, 522, 606 
Canadian Commercial Corp., Ottawa, 
Canada_- A Re Be AS CE 397, 365 
Canadian Commercial Corp., Washington, 
Se ET Bee es ee 3, 320, 000 
Cessna Aircraft 
ween. Bae Sie. 
gg a ee ee cen ae 
Transocean Air Lines, Inc............._.__.___. 
Seaboard Western Airlines__.._.._..________- 
Pacific Airmotive___..__..__- 
Texas Engineering & Manufacturing Co 
Piasecki Helicopter Corp 
Federal Telephon-Radio OR Ae 
General Tire & Rubber Co. and subsidiaries__ sees 
General Tire & Rubber Co., Akron. Ohio____ $8, 391, 424 
General Tire & Rubber Co., Wabash, Ind_. 64, O56 
Aerojet Engineering Corp., Azusa, Calif_.._ 38, 667, 992 


a} stot st si siZ 


-lenel 
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Top 100 Air Force contracts awarded the greatest dollar volume of procurement 
by headquarters AMC during the period July 1, 1950, through April 30, 1951— 
Continued 


66. Flying Tiger Lines, : $6, 535, 000 
67. Cleveland Pneumatic T 3, 463, 309 
68. Steinthal M. Co., Inc beta as ik " 3, 106, DAT 
69. Solar Aircraft__--- Se ee : 3, OF, 44 
70. Kollsman Instrument Division__- 5, 942, 847 
71. Erie Foundry Co . a 166 
2. Irving Air Chute : 
TR i - f 569, 049 
. Switlik Parachute Co wie a ais : é 5, 547. 993 
5. Chase Aircraft 5, 370, 310 
76. Standard — | GE ee a ee 5, 267, 272 
. Simmons Co_ , coins 
8. Cosa Corp 5, : 
. Collins Radio 5,110, 125 
. Goble Aircraft Specialities__- gets ; 5, 000, OOO 
. Ajax Manufacturing Co....~-. ~~ _-~- ‘ 4,990, 000 
2. Atlantic Parachute Corp ‘ 977, 071 
3. Heil Co___- : : “oe : 4, 9239, S88 
. Overseas National Airways SE ee eee eer “ 4, 935, 000 
5. Miller, I., Sons ‘ x ‘ 7 ras 915, 816 
6. Bill Jack Scientific Instruments______________-._________ S 795, 330 
. Surface Combustion Corp 747, 141 
BE eee nee 682, 547 
, 462, 107 
, 445, S40 
422, 760 
303, 036 
285, 710 
220, 741 
206, 209 
196, 942 
185, OOO 
165, S64 
OS7, 762 
000, 000 


Total 4, 539, 355, 000 


. Champion Spark Plug 

2. Luria Engineering Corp 

. Union Switch Signal 

. Vendo Co 

. Thompson Products, Ine 

3. Bowser, Ine 

. Transducer Corp 

ie ct aieaiihas ss aeabasmnemunerenerents 

| ewan Meastern Alrways........... oneness 
100. Rand Corp 


4, 
4, 
4, 
4, 
4 

4 

4, 
4, 
4, 
4, 
4, 
4, 
4, 
4, 
4, 
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Exuisit No. 38-B 


Total procurement contracted for by the Air Force July 1, 1950, through 
Apr. 30, 1951 





| Number of Net dollar 
actions amount 








Procurement by Headquarters, Air Matériel Command: j 

July 1950 : 4 RRR TE Spe 303 $914, 218, 009 
August 1950 ‘ , : ARS 114, 805, ( 

September 1950 " mabiadaasa . ‘ . . : i SOT 195, 23, one 
October 1950 : : : : 1,418 Tt 
November 1950 = Maal j 849 wi 
December 1950 2 1,010 3 . 
January 1951 -_. Jue . : rae 3 2.085 | 1,053 ¥) 
February 1951 5, 


March 1951 





Total 

























Continental United States (excluding procurement by Headquarters, Air 
Matériel Command 


July 1950 19, 785 | 4, 917, Om 
August 1050 38, 174 | 10, 2a), (0K 
September 1950 37, 038 11, 495, («K 
October 145 41,611 13, 347, OOF 
November 1950 38, 330 13, 433, OO 
December 195¢ 34, O75 11,5 uy 
January 1951 47, 273 23, 515, OW 
February 1951 48, 107 27, 88, OW 
March 1951 60, 287 34, 910, Ox 
Total : ; 354,680 | 151, 132, 000 
Grand total 374,979 | 4, 739, 014, 000 
Procurement by Headquarters, Air Matériel Command for Apri] 1951_.---- 2, 122 479, 2°4, 000 


Note,—The dollar amounts include all 
actions which increase or decrease obligat 
1951, and by less than $ 

quarters, Air Matériel 
Matériel Command. 









1s of any value except the value of modifying 

igat t 5,000 for period July 1, 1950, through Jan. 31, 
for period Feb. 1, 1951, through Mar. 31, 1951, for the actions excluding Head- 
nand and for the period Feb. 1, through Apr. 30, 1951, for Headquarters, Air 





ExHIpsit No, 38-C 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE ASSISTANT SECRETARY, 
Washington, June 9, 1951. 
Hon. EMANUEL CELLER, 
Chairman, Subcommittee on Study of Monopoly Power, 
Committee on the Judiciary, House of Representatives. 

Deak Mr. CHAIRMAN: I am pleased to transmit the requested information for 
your subcommittee’s survey of Air Force procurement. 

I am enclosing the total dollar volume of military procurement contracted for 
by the Air Force for the period July 1, 1950, through March 31, 1950. These figures 
as indicated reflect the total amounts contracted for by Headquarters, Air Ma- 
tériel Command and the remaining totals contracted for in the continental 
United States excluding Headquarters, Air Matériel Command. 

In addition, I am forwarding the names of the 100 corporations, including 
their subsidiaries and controlled affiliates, receiving the greatest dollar volume 
of Air Force contracts for the period July 1, 1950, through April 30, 1951, together 
with the amount of the contracts received by each company. 

I hope this information will be satisfactory to the subcommittee. 

Sincerely yours, 


R. L. GrvpatTric. 




















FS tea ty C 


Sut 


Gao 
sey Sout g 


eet: 


hg 


ae 
2g 













STUDY OF MONOPOLY POWER 





Eexutsir 38—D 
DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, May 25, 1951. 
Hon, EMANUEL CELLER, 
Chairman, Subcommittee on Study of Monopoly Power, 
Committee on the Judiciary, House of Representatives. 

Dear Mr. CHAIRMAN: Your request of May 9, 1951, for information in connee- 
tion with your subcommittee survey of the Air Force procurement program has 
heen the subject of several conversations between Messrs. Goldstein and Woog, 
of your staff, and Mr. George Robinson, of this directorate. Inasmuch as 
accurate total procurement figures ure not readily available for the month of 
April, at this time, it was agreed to make the cut-off date March 31, 1951, instead 
of April 30, 1951. 

The study required, in order to obtain the data with respect to the names of 
the top 100 companies receiving the greatest dollar volume, will be most time- 
consuming. The entire matter is currently under study, and every effort will 
be made to provide you with the desired information at an early date. 

Sincerely yours, 
Rosert E. L. Eaton, 
Brigadier General, USAF, 
Director of Legislation and Liaison, 


Exureit 38-E 
DEPARTMENT OF THE ARMY, 
OFFICE OF THE DEPARTMENT COUNSELOR, 
Washington, June 11, 1951. 
Hon. EMANUEL CELLER, 
House of Representatives. 

DeAR Mr. CELLER: In accordance with my conversation with Mr. Woog of your 
office, I am enclosing herewith a list compiled by the Army which shows the top 
100 contractors having the largest dollar volume of Army procurement during 
the period from July 1, 1950, through Mareh 31, 1951. 

If you desire any further information in this connection, please do not hesitate 
to call on me. 

Sincerely yours, 
FRED KorrH, 
Deputy Department Counselor, 


Department of the Army—Listing of the top 100° contractors 
July 1, 1950, to Mar. 81, 1951 











General Motors__ _. $324, 254,180 | American Steel Foundry $22, 887, 765 
International Harvester 210, 738, 747 | Pacitic Car Foundry_—__- 2? 507, 460 
American Woolen Co___— = 111, 039, 693 | William Whitman Co___- 22, 299, TO4 
American Car Foundry 96, 913, 266 | Armour & Co __________- 20, 258, 364 
Food Machine & Chemical 77,910,027) J. Aron & Co., Ine __--_-- 19, 647, 506 
J. P. Stevens_____--- __ 77,008,781 | Caterpillar Tractor____- 18, S00, 511 
Willys-Overland, - eee 76, 753, 906 | Phillips Packing Co__--- 18, 663, 154 
Allis-Chalmers — ~~~ _ 56,891, 722 | Stokely-Van Camp-_-_- ~~~ 17, 528, 274 
Ford Motor Co______- _. 51,083,863 | Israel & Bros., Ince___--- 15, 915, 139 
Chrysler Corp _.. 47,584,221) Lake Odessa Canning Co. 15, 734, 440 
Fruehauf Trailer Corp__ 35, 507, 288 | W. C. Norris._.......... 15, 230, 500 
Federal Telephone & Ra- ° Simmons Co__..-~-~---- 15, 132, 569 
dio Corp ___-___- an 34, 812,851 | National Tube Co___-_-_ 14, 555, 090 
Reo Moers... =... _ $3,572,284! Hayward Woolen Co__-. = 14,548, 479 
United States Rubber Co. 30, 070,632 | Mullins Manufacturing 
Continental Motors______ 28, 313, 488 0 SE i 14, 249, 689 
Forest Products Treating Bachmann-Uxbridge___-- 14, 248, 216 
Co. “ad ri ane ee 25, 000, 000 | Hercules Powder Co __-- 14, 170, 155 
Western Electric________ 24, 250, 025 | International Shoe__---- 14, 131, 214 
Metcalf Bros________._._ 28, 625, 200 | Mason Silas Co___- _. 13,939, 366 
Firestone _...... _-__ ss 28, 853, 050) Goodyear Tire & Rubber = 138, 911, 227 
Caltex Oil Products... 23, 084,517 ‘ General Cable Corp___.. 18, 752, 489 


+ Apparently only 99 companies. Subcommittee staff. 
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Department of the Army—Listing of the top 100 contractors 
July 1, 1950, to Mar. 31, 1951—Continued 


Peerless Woolen Mills... $13, 695, 862 | A. R. Hyde & Sons___--- $9, 570, O82 
East Asiatic Co___--_- 13, 620, 045 | Letourneau .—..-.---_-___ 9, 462. 510 
Nesco, Inc 13, 387, 062 | Monsanto Chemical Co__ 9, 436, 350 
Kanmak Textiles - 138, 320, 021 | Federal Cartridge. __~ 9, OOD. O12 
Norris Stamping & Manu- Atlas Constructors___—__ 9. 000, 000 

facturing Co.......... 18, O75, 860 | Yoder Co S50, 666 
Morrison-Knudsen —_-___ 12, 742. 130 | Ekco Products rar oL , SO4, 624 
Bowen-McLaughlin —--- 12, 487, 132 | General Steel C astings 699, 667 
Burlington Mills___..-_- 2, 199, 464 | Sperry Gyro Co___- 
Pacific Mills_—_ snauhete 2,152,511 | Trenton Foods_____ 
Rheem Man ufacturing White Motor Co_ 

ie ic 635, 298 | Thew Shovel Co__- - 
Dan River Mills_- ; 631, 837 | Four Wheel Drive Auto— 
Hardwicke Etter Co __-- , 625, 750 | Budd Co___- BA ote 
Hard & Rand, Ine___---- , 205,539 | Circle Clothes “toardoge 
Collins & Aikman r 095, 682 | Ewin Engineering Corp__ 
Holston Defense Corp. Electric Auto Lite 

(subsidiary Eastman Ellis Hosiery 

Kodak ) a ete , 973, 660 | Scaife Co 
Union Oil Co___- = . _SS1 Reeves Bros he 
Clark Grave Vault_____- ,821, 781 | Lorraine Manufac turing 
Patti Construction Co___ , 016, 811 | 
Standard Cable Co__ : , 191, 523 | Guerin Mills Inc_____- 
Ceco Steel Products . . 140, 404 | Radio Corp. of America__ 
Mount Vernon-Woodbe rry | Murray Co 

Mis... : : ; , 090,045 | Kravin Park Clothes___~— 
Massey Harris_......... 10, .000 | Ready Foods Canning Co- 
Mergenthaler Lino Co___ . 961, 7638 | American Bosch Co 
Hallicrafters z 935,306 | Mohawk Rubber Co 
Hygrade Food P roduc ts_ 9,813,205 | A C F Brill 
American Home Foods __ , 788, 218 | Eastman 
Commercial Shearing & —_ - 

Stamping 9, 787, 781 * 2.320,674,000 
Cannon Mills_......_--- ¢ , 363 


$72, 37 
519, 
474, 35 
562, 95 
O06, 
O66, | 
O46, 
859, 5 


- 


nex 3 
toed, 
Ho6, - 
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534, 555 
. 620 

, 242 

6, 228 

3. 664 
927 

, 508 

7, 620 

, 653 


27, OSO 


- 


oe 8 


- 


AAAAIAA Ars 


| 
| 
i 
| 


Rounded to nearest $1,000 


Note.—This data is based on the tabulation of the individual procurement action re 
ports of $100,000 and over for the period concerned. These actions represent the dollar 
value of definitive contracts and firm portion of letter contracts entered into by Army 
procurement offices. They do not include the unobligated portions of letter contracts not 
yet converted to definitive contracts, nor contracts classified confidential or secret. 


Exureit No. 38-F 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE UNDER SECRETARY, 
Washington, D. C., May 21, 1951. 
Hon. EMANUEL CELLER, 
House of Representatives. 

Dear Mr. CeLLeR: This is in reply to your letter of May 9, 1951, requesting 
the total value of military procurement for the present fiscal year through April 
30, 1951, together with a listing of the top 100 contractors receiving the greatest 
dollar value of such contracts. 

The total value of contracts placed for Army procurement in the continental 
United States for the period of July 1, 1950, to March 31, 1951, inclusive, was 
$7.8 billion. Final figures for April are not yet available, but are estimated 
to be approximately $1.6 billion. Thus, the approximate total through April 
30 is $9.4 billion. The final data for April will be forwarded when such tabu- 
lation has been completed. 

As Mr. Korth, the Army deputy Department counselor, explained to Mr. Woog 
of your staff it would be a substantial undertaking for the Army to determine 
the top 100 companies having the largest dollar volume of Army procurement 
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during the period from July 1, 1950, through April 30,1951. The size of the work- 
load involved in such a task is shown by the fact that, assuming only procurement 
actions which exceed $100,000 were considered, approximately 7,000 contracts 
would have to be screened. Even such a limited screening project would require 
approximately 200 man-hours, Furthermore, in many cases the Army would have 
little or no information as to whether a particular company was a subsidiary 
or a controlled affiliate of another company. 

I am informed that the Munitions Board is well underway with a project 
which will supply you data substantially similar to that which you have requested 
of the Army but on a Department of Defense basis. 

I understand that as a result of Mr, Korth’s conversation with Mr. Woog, Mr. 
Woog will advise us as to whether or not under the circumstances your com- 
mittee still desires from the Army the information which you request concerning 
these top 100 companies. 

If 1 may be of any further assistance in this matter, please do not hesitate 
to call on me. 

Sincerely yours, 
ARCHIBALD S. ALEXANDER, 
Under Secretary of the Army. 


Exureit No. 38-G 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE DEPARTMENT COUNSELOR, 
Washington, July 10, 1951. 
Hon. EMANUEL CELLER, 
House of Representatives. 

Dear Mr. CELLeR: On June 11, 1951, I forwarded to you a list compiled by 
the Army which showed the top 100 contractors having the largest dollar volume 
of Army procurement during the period from July 1, 1950, through March 31, 
1951. That list did not reflect the results for the period April 1 to 30, 1951, 
since statistical data for such period was not then available. This April data 
has now been compiled and to supplement my June 11, 1951, letter and the 
inclosures therein contained, I am inclosing herewith a list of the 100 con- 
tractors receiving the top dollar volume of Army procurement on contracts 
reported during the period from April 1 to 30, 1951. 

You will also recall that on May 21, 1951, the Under Secretary of the Army 
informed you that the total volume of contracts placed for Army procurement 
in continental United States for the period July 1, 1950, through April 30, 1951, 
was estimated to be approximately 9.4 billion. This figure had to be estimated 
at that time since final figures for April were not then available. I am now able 
to inform you that on the basis of procurement action reports received, the actual 
total value of contracts placed for Army procurement in continental United 
States for the period July 1, 1950, through April 30, 1951, was 9.8 billion. 

If you desire any further information in this connection, please do not hesitate 
to call on me. 

Sincerely yours, 
Frep Korth, 
Deputy Department Counselor. 


Eyulstr No, 38-H 
Top 100 contractors for the month of April 1951 


General Motors_________ $108, 128, 063 , Wyandotte Worsted $13, 359, 460 
Ford Motor Co 69, 905, 624 15, 327, 489 
Continental Motors______ 45, 300, 000} Mack Manufacturing Co. 12, 500, 000 
Caterpillar Tractor 32, 831,935 | Pullman Standard Car__ 12, 412, 286 
dé. B. Beevens....2 32, 426, 030 | National Gypsum 11, 816, 000 
Firestone Tire & Rubber 32, 083, 686 | Four Wheel Drive Auto__ 11, 718, 512 
Goodyear Tire Co__-_._-. 31, 450, 984 Bachman Uxbridge 11, 647, 500 
Continental Foundry__~ 19, 526, 027 | Goodrich Manufacturing. 11, 345, 496 

17, 000, 000 | Phelps Dodge 10, 165, 413 
United States Rubber___ 13, 792, 394! William Whitman 8, 362, 000 
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Top 100 contractors for the month of April 1951—Continued 


Burgess-Norton 
American Safety Razor_-_ 
Goodall Manufacturing__ 
Goodyear Engineering 
Corp 
Lempco Products Ine_--- 
La France Industries__- 
Graniteville Co____~—-_- 
Rheem Manufacturing Co. 
Caltex Oil 
Haddock Engineers___-~ 
Liberty Powder 
International Shoe 
Kiewit & Sons_________~- 
Mass Mohair Plush 
Borg-Warner____-___~_~- a 
Reeves Bros ____----___- 
Western Electric 
Jast Asiatic Co 
Miller Print Co__--__-~-~- 
Otis Elevator 
Standard Steel Spring-__- 
Dan River Mills__----__ 
La Sill Milk Co 
Burlington Mills_._----_- 
Kenworth Motors____--- 
Winchester Repeating 


Wilson Foundry Machine 

Volpe Construction 

Peerless Woolen Mills_- 

Stillwater Worsted 

Armstrong Rubber 

Talbot Mills, Inc 

Aron, J., & Co 

Gar Wood 

Affiliated Gas 
ment_ 

Carpenter & Co____----- 

Lima Hamilton 


Equip- 





$8, 125, 000 


8, 059, 100 
7, 617, 699 


7, 120, 001 
6, 661, 270 
6, 637, 985 
6, 025, 375 
5, 895, S80 
5, 803, 000 
5, 800, 000 
h, 731, 387 
5, 687, 254 
5, 685, 757 
5, 537, 880 
5, 470, 211 
5, 404, 480 
5, 369, 960 
5, 208, 886 
5, O24, 677 
5, 000, 000 
5, 000, 000 
4, 802, 742 
4, 793, 966 
4, 774, 667 
4, 690, 703 


4, 681, 000 
4, 538, 830 
4, 500, 000 
4, 504, 200 

, 322, 285 
4, 200, 006 
4, 167,175 
3, 963, 930 
3, 919, 544 
3, 919, 500 
3, 897, O11 
3, 823, 780 


3, 808, 673 
3, 740, 527 
3, 737, 674 
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Coleman Co 

Brown Trailer Co 
Remington Arms____~-~- 
ie woesey.............. 
Cauldwell-Wingate 
McElwain Co 

Thew Shovel 

Cannon Mills. 
Worcester Textile 
Blackstone Mills___-— 
Standard Oil 

Plastic Wire Corp___- 
Fruehauf Trailer____- 
Leonidas, Lora 

W. C. Barnes & Sons ___ 
Elvair Corp 

Bendix Aviation___-_- 
Textron__ 


Armour & Co 

Mohawk Rubber 
Murray Co 

Brown Shoe Co 

United States Pipe 
International Harvester_ 
Gibbs Research Manufac- 


Hoover Co______-- ~~~ 
Lee Tire Rubber 

Fisk Tire 

Bliley Electric 

Eureka Williams_.-__-- 
A. O. Smith 

Naumkeag Steam Cotton 
Koehning 

Cahill Mooney 

Penn Rubber Co 

Teletype Corp 
Underwood 

Harvey Machine 


3, 520, 

3, 510, 1 
501, 7 
DOO, i) 

3, 499, U8] 

3, 463, 57: 

3, 428, 26) 

3, 409, 75 

3, 408, 

3, 404, | 

3, 346, - 

3, 316, 5 

3, 315, 

3, 000, 000 

2, 916, 004 

2, 912, 517 

2, S62, 500 

2, 828, 995 

2, 805, 785 

2, 805, 281 

2, 794, 475 

2, 761, GS4 

2, TOO, 000 

2, 644, 


2, 633, 95 


2, 609, 24: 
2, 546, 37: 
no 


2, 529, 

2, 503, 

2, 500, 

2, 500, 000 
2, 500, 000 
2, 496, 195 
2, 481, 263 
2, 467, 550 
2, 350, 428 
2, 343, 598 
2, 339, 172 
2, 312, 432 





Exuisir No. 38-I 


DEPARTMENT OF THE NAvy, 
OFFICE OF THE SECRETARY, 
Washington, May 25, 19951. 
Hon. EMANUEL CELLER, 
Chairman, Subcommittee on Study of Monopoly Power, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. CELLER: In response to your request of May 9, 1951, concerning 
total Navy Department procurement, and the 100 firms with the greatest dollar 
volume, I am pleased to submit the following data for the first three quarters of 
the fiscal year 1951. 

The total amount of Navy Department procurement for the first three quarters 
of fiscal year 1951 is $3,956,403,000, representing 543,622 procurement actions, 
excluding single service procurements such as those made by the Armed Services 
Petroleum Purchasing Agency. The 100 firms with the greatest dollar volume of 
Navy Department procurement for the first three quarters of fiscal year 1951 
accounted for $2,782,088,889, and 4,431 procurement actions, as shown in the 
attached tabulation. This amounts to about 70.3 percent of the dollar volume 
and 0.8 percent of the procurement actions. 
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It should be noted that these data are compiled by machine and reflect the 
contractor of record without designating subsidiaries or controlled affiliates. 
The data through April 30, 1951, will be available in about 3 weeks, 

Very truly yours, 






Dawn A. KIMBALL, 
Under Secretary of the Navy. 










ExuisitT No. 38—J 






100 firms with greatest dollar volume of Navy procurement’ first three quarters, 
fiscal year 1951 


















| Number of | 


contracts Dollar value 


Name of company 







































































a i retained nioann elnwndit pecsieiiadapnmalednaeinben 153 536, 361, 836 
Gomes 2 ee CORED... onc cccewewnesneseuestencusoesones 36 | 352, 755, 414 
EN ok ch imekinesneber senna mnncanenennanomewen mnie 53 208, 012, 206 
Lockheed Aircraft Corp. -...-.....-..------ Sabena EE PCE PR ye E 20 162, 973, 637 
Sn ne ci metiaisen oni rennbeneambe ate 7 109, 745, $ 
i on gineeneeeeene ‘ , 361 &5, 
Pe EE ED, 6 nowirdnncadcascnetnseeneinnes ae 21 75, 570, 419 
Glenn L. Martin Co PEALE ER tee wheats 2 66, 029, 564 
Consolidated Vultee Aircraft C orp 2 SE EER : ere ‘ 13 61, 881, 831 
ce Seen Eaan ames 235 48, 224, 166 
Sperry Corp-...---- CASES OR CCRE SEARED OERE LENS RRSN SEER ERES RS TER O HS 70 43, 499, 212 
Bendix Aviation Corp. ES ESTEE ee ne 309 38, 510, 780 
Piasecki Helicopter Corp.------------------------- cs seems siichin.seniapnarinenisie 9 | 31, 767,322 
ita ccngaccuniexereneune ‘elicaad ‘ 1] 31, 380, 000 
is caneninbasdabennesnsnehncdbessoqnaredsenmeseus 27 20, 915, 566 
ian iinene  aminnenecememend 28 | 29, 529. 183 
Great Lakes Steel Corp. _ _--- REE EE Te Oe 8 26, 657, 239 
——— News Shipbuilding & Dry Dock | hE ITER. 14 | 25, 516, 082 
1.8. Department Ee ae hte 4 | 25, 146, 677 
( Mereed na e  S  ,  T a a ae ean aS 5 21, 677, 192 
I i inccenenccucetchusasceurrieensasasaeys 10 20, 926, 724 
en be tierce onc deksinanendiiaia ar thiatiiontniiattts aie Somwinninienetemdbiprtotnern 20 20, 827, 901 
EE ire diniendiain cineatinrnaecimentnnennnees EPAPER DSCC SE 35 19, 966, 398 
Nee _cnpielnosnaandomunnamuintinces Ee ee a 18, 760, 965 
i NE a trsnscepidatibe tk snneid emnanretetenba ins pumibetienire 16 18, 714, 028 
se nn nie tnecmaniibemibibancminibnin 17 18, 272, 330 
E eee a, os at cin ahenpinarisp insane anienetapiin ll 18, 177, 286 
af I ED EEN GINO. ct ccnrrencavetaveccpussessésasesecetsorceess 24 18, 057, 797 
ve 6), ce MS: ELIE aT a 2 15, 534, 579 
Be Cs is cen wawenen EGS RNS + | 17 | 14, 921, 064 
<3 Baldwin-Lima-Hamilton Corp... ..---.-...-------..---------- pe 15 14, 304, 892 
a oS a eS a ey eee | 200 14, 123, 888 
w nn 5 beisbeunensiasumitionntion= lahedded | 150 | 13, 991, 189 
Be Radio Corp. of America.......--...-.-.-.- : 73 13, 612, 180 
= Hazeltine Electronics Corp 21 12, 496, 836 
ee AAR SRE a ee « 38 12, 319, 808 
4 Se ET ee a es Se a 171 12, 109, 809 
. McKiernan Terry Corp. .......-.......... RS 2 A ee ae 13 11, 240, 899 
i pee gS aaa Te ane 126 | 10, 467, 316 
‘1 UR dione CBRE AREER 23 | 10, 067, 118 
é Re IN GI on annette cnn orewnewentsccseesessccccees 15 10, 006, 767 
E: Cn ne umemccsuenal 5 | 9, 800, 675 
ss a tL edn canbeunebnunneee i 152 9, 631, 577 
a Raytheon Manufacturing Co_....................----------- SPR 87 9, 572, 762 
S Li té‘(‘(<:‘“CO Oo a eee 79 9, 314, 500 
A lus tincibbahnict hentai denise vince 39 9, 175, 663 
% I el se ad Se enuinensesennanee | 13 9, ORS, 163 
2 Cent INS OD nk cacti s minecaponnensoces cal 1 | 9, 070, 000 
vey ag SO Se 5 8, 950, 063 
B? a ELE ECEE RESTS ERE ES TPs EOE 1 | &, 867, 700 
"RR re 9 | 8, 653, 284 
3 Botany Worsted Mills ___.......-....._._-.... ee ER IES 2) &, 625, 000 
5 LTS ENT TTS EES 121 | 8, 042, 624 
Lykes Bros. Steamship Co., Inc...--....----.-------...-------.-----.------ | 125 | 7, 929, 235 
Bueyrus Erie SRE aR Q | 7, 651, 021 
— “< © 5 (7h Salen RRS aR as AS oe | 3 | 7, 386, 026 
Rie danas oembmbadns | 23 | 7, 098. 405 
S SESE ISS eee See 43 7, O82, 231 
& United States Hoffman s Bachinery a oa 10 6, 917, 147 
es vo RS ae aR |b ft RR 101 6, 829, 321 
x American Mail Line, Ltd_...-.........._.--- a a a ee 70 | 6, 776, 175 
ee Amerionn Moathine Foundry O0...........-.~.22ccc0s-sccccecnsececonsvececet 11 | 6, 696, 225 
jy et on AL LAE SNE IETS LA | 59 6, 620, 797 
& ae esc uainakeae 5 6, 104, 250 
Re TEA LLIN I EE LES DIE LE EEE LOIS } 6 5, 988, 976 
aes Borg-Warner Corp... _......-..--.------- NEE ES A eI 24 5, 811, 673 
ee DR CUes CE BANOO UR nn ccc anceensnncnscacaencunncoucaces 64 | 5, 757, 312 
* Po CR OC Te aS ae 2! 5, 729, 658 
4 


Footnote at end of table, p. 346. 
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100 firms with greatest dollar volume of Navy procurement, first three quarters, 
fiscal year 1951—Continued 





| Number of 


ame ompany 
Name of company eoritrects 


Dollar value 


Tankers Co., Ine —_ 

Luders Marine C onstruction Co 
Kaman Aircraft Corp___- il 
Pacifie Atlantic Steamship Co 
Thermador Electrical Manufacturi: v7 Co. 
Texas Co otand 

Blaw Knox Co_- 

Norris Stamping & Manufacturing Cc 
Vickers, Inc SES 
International Business Machine Corp 
American Pacific & Steamship Co-__- 
Kent Manufacturing Co-__- 

Sinclair Refining Co-__- 

Marine Transport Line, Inc 

Presto Recording Corp 

Gibbs Corp 

Hayward Shuster W 

Massachusetts Insti 

Pacific Transport 





a) 


oon Or On Oren 


W ort umbo M u vat acturing 
General Tire & Rubber Co 
ivear Tire & Rubber C 
Fairbanks Morse Co 
Edo Corp 
Clark Grave 
viv gry ieee 
outh At] 
lerican Agen ies, 





Oe el el a el eel ela al eal al ae ain ahha) 
j vererer — 1 


i 
~I 
¥ 


d irrespective of corporate affiliations. 
hips transferred to the Navy Department. 


Mr. Wooe. Mr. Chairman, I would like to introduce at this time a 
list of corporations with their affiliates and subsidiaries, which list has 
been compiled and revised by the Munitions Board. Not all of these 
subsidiaries and affiliates have received procurement contracts. The 
list nevertheless will be of aid to procurement officers when they 
negotiate with parent companies or subsidiaries. 

The CHairMan. That will be accepted for the record. 

(The matter referred to follows:) 


Exursit No. 39-A 
LISTING OF CORPORATIONS WiTH SUBSIDIARIES AND CONTROLLED AFFILIATES 


(Grouping of companies for which data were combined in report of 100 corpora- 

ions ranked by volume of prime defer ise contracts, July 1, 1950, through March 

31, 1951. Includes many subordinate companies to which no contracts have 
been awarded.) 


[Compiled by Statistics Office, June 9, 1951—Subject to revision] 


1. General Motors Corp.: 
A. C, Spark Plug Co. 
Frigidaire Sales Corp. 
General Motors Acceptance Corp. 
Adam Opel A. G. 
ee ‘al Exchange Insurance Corp. 
Vauxhall Motors Limited 
Yellow Manufacturing Acceptance Corp. 
Motors Corp. 
Ethyl Corp. 
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ListiING OF CoRPORATIONS WITH SUBSIDIARIES AND CONTROLLED AFFILIATES—Con. 


1. General Motors Corp.—Continued 
International Freighting Corp., Inc. 
Broad Brook Co. 

Frigidaire Division 
2 United Aircraft Corp.: 
United Aircraft Service Corp. 
United Aircraft Export Co. 
Chance Vought Airplane Corp, 
Pratt-Whitney Aircraft Corp. 
_ Douglas Aircraft Co., Ine. (no subsidiaries). 
. General Electric Co.: 
Carboloy Co., Ine. 
Cleveland Suction Cleaner Co. 
East Erie Commercial Railroad 
General Electric Appliance, Inc. 
General Electric Credit Corp. 
General Electric Realty Corp. 
General Electric X-ray Corp. 
Hotpoint, Ine. 
Houses, Ine. 
International General Electric 
South African General Electric Co., Ltd. 
Locke, Ine. 
Loughborough Mining Co., Ltd. 
Mahoning Valley Steel Co. 
General Electric Supply Corp. 

5. Grumman Aircraft Engineering Corp.: 

Montauk Building Corp. 
Aerobilt Bodies, Inc. 

6. Lockheed Aircraft Corp.: 

Lockheed Air Terminal, Ine. 
Lockheed Aircraft Service, Ine. 
Airequipment Co. 

Pacific Finance Corp. of California 

7. Boeing Airplane Co., Boeing Aircraft of Canada, Ltd. 

8. Republic Aviation Corp. (no subsidiaries). 

9. North American Aviation, Inc. (no subsidiaries). 

10. Chrysler Corp. (For detail see No, 374A.) 

11. International Harvester Co. : 

Chicago West Pullman & Southern Railroad Co. 
Compania Internacional de Maquinas Agricolas (Spain) 
Illinois Northern Railway 
International Harvester Credit Corp. 
Macleod & Co., Ine. 
Wisconsin Steel Co, 
The Harvester War Depot, Ine. 
Utley Plantation Co. 
Aktiebolaget International Harvester Co. 
12. Western Electric Co., Inc.: 
Teletype Corp. 
Weco Corp. 
Nassau Smelting & Refining Co. 
Manufacturing Junction Railway Co. 
395 Hudson Street Corp. 
Bell Telephone Laboratories, Inc. 
, Sandia Corp. 
Audivox, Ine. 
13. American Woolen Co., Inc., Pocono Co. 
14. Ford Motor Co.: 
Fordson Coal Co. 
Ford International Division 
15, Sperry Corp. : 
Sperry Gyro Corp. 
Wheeler Insulated Wire Co. 
Vickers, Ine, 
New Holland Machine Co 


we CO 








34S STUDY OF MONOPOLY POWER 


LISTING oF CornPpoRaTIoNs WITH SUBSIDIARIES AND CONTROLLED AFFILIATES—(Con. 


id. Sperry Corp.—Continued 
Wricht Automatic Machinery Co. 
Delinger Mannfacturing Co. 
Sperry Products 
16. Consolidated Vultee Aircraft Corp.: 
Airfleets Inc. ( Finance Co.) 
Fleet Aircraft, Lrd. 
Eastern Mass Street Railway Co. 
17. Bendix Aviation Corp. : 
Bendix Aviation Red Bank Division 
idix Eclipse of Canada, Ltd. 
io Corp. 
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LISTING OF CORPORATIONS WITH SUBSIDIARIES AND CONTROLLED AFFILIATES—Con. 


29 American Car & Foundry Co.—Continued 
Well & French Co. 
Southern Car & Foundry Co. 
Carter Carbureter Corp. 
Jackson & Sharp Co. 
Material Rodante EF. Traceo “Acfalco” 
Railway Equipment Co. 

American Car & Foundry Investment Corp. 
American Car & Foundry Securities Corp. 
American Car & Foundry Export Co, 
American Car & Foundry Co., Ltd. 
Shippers Car Line Corp. 
Acme Tank Car Co. 
Kansas City Car Co. 
23. Northrop Aircraft, Inc. (no subsidiaries) 
24, Westinghouse Electric Corp. : 
The Bryant Electric Co. 
Turtle Creek-Allegheny River Railroad 
Westinghouse Electric International Co, 
Overseas Equipment Supply Corp. 
Windsor Manufacturing & Repair Corp. 
Westinghouse Interworks Railway Co. 
Westinghouse Electric Supply Co. 
Wetmore-Savage Electric Railway Co, 
Westinghouse Radio Stations, Inc. 
Atlantic Elevator Co., Inc. 
Westinghouse Co. 
Westinghouse X-Ray Co. 
Baldwin Locomotive Works 
Electric Export Corp. 
Canadian Westinghouse Co. 
25. Food Machinery & Chemical Corp. : 
Anderson-Barngrover Manufacturing Co. 
Coastal Chemical Co., Inc. 
Niagara Brand Spray Co. 
Peninsular Chemical Co. 
Bolens Products Ine. 
Niagara Sprayer-Chemical Corp. 
West Virginia Charcoal Co. 
Stokes & Smith Co. 
Pine Bluff Chemical Co. 
Westvaco Chemical Corp. 
Warner Chemical Co. 
Barium Products, Ltd. 
Monarch Chemicals Co. 
Austral-Otis Engineering Co., Ltd. 
Machinery Corp. 
26. Willys Overland Motors Inc.: 
Willys-Overland Export Corp. 
Willys of Canada, Ltd. 
Willys Overland Distributors, Inc. 
Wilson Foundry & Machine Co. 

27. Goodyear Tire & Rubber Co. : 
Goodyear Aircraft Corp. 
Goodyear Clearwater Mills 
Goodyear Decatur Mills 
Companhia Goodyear do Brasil Produtos 
de Borracha Brazil 
The Kelly-Springfield Tire Co. 
Neumaticos Goodyear S. A. Argentina 
Goodyear Synthetic Rubber Corp. 
Windsor Manufacturing Corp. 
Pathfinder Chemical Corp. 
Goodyear Gummi Fabricks Aktiebolag (Sweden) 

Goodyear Cotton Co. of Canada, Lt. 
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LISTING OF CORPORATIONS WITH SUBSIDIARIES AND CONTROLLED AFFILIATES—Con, 


27. Goodyear Tire & Rubber Co.—Continued 

The Goodyear State Bank, Ohio 

Pacific Zeppelin Transport Co., Ltd. 

Goodyear Tire & Rubber Export Co. of Delaware. 

Goodyear Orient Sales Co., Ltd. 

Goodyear Foreign Operations, Ine. 

The Goodyear Rubber Plantation Co. of Ohio 

Middieburg Land Co, 

Goodyear Farms 

The Wheeling Township Coal Mining Co. 

Wingfoot Corp. 

Goodyear-Nabara Landbonw 

Maatschappij N V (Sumatra) 

Goodyear S.A. (Luxemburg) 

Goodyear Orient Co., Ltd. 

Goodyear Tire & Rubber Co. of Mexico. 

All Weather Tire Co. 

Goodyear Engineering Corp. 

The Goodyear Heights Realty Co. 

Goodyear Service Co. 

Marathon Rubber Co., Ine. 

Goodyear Osakeyhtio (Finland) 

Goodyear Steel Products Corp. 
28. Emerson Electric Manufacturing Co. (no subsidiaries). 
29. Aveo Manufacturing Corp. : 

A. ©. F. Brill Motors 

Hall Scott Motor Car Division 
J. G. Brills Co. 

Crosley Division 

Crosiey Broadcasting Corp. 

Crosley Distributing Corp. 

Carroliton Manufacturing Co. 
Carrollton Furniture Manufacturing Co. 
New Idea Farm Equipment Co. 
American Airlines Inc. 
N 
I 





vashville Corp 
ming-Spencer Division 
; York Shipbuilding Corp. 
Idea Division 
ou. Bell Aircraft Corp. : 
\ 
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W. J. Schoenberger Co. 

First Yerk Corp 

Bel raft Supply Corp. 

Erie Insurance Co. 

Allis-Chalmers Manufacturing 

Allis-Chalmers Rumely, Ltd. 

General Machinery Division 

Allis-Chalmers de Mexico 8. A. 
ae. Standard Oi! C f California: 

Californ mercial Co 


{ I 
California Ecuador Petroleum Co. 


‘ - 
California C f Louisiana, Inc. 
Mississippi Cycling Co. 

Murphy Oil C 

California Oil ¢ 

California Research Corp 

California Petroleum Exploration Co. 
‘ rhia Pipe Line Co. 

Califernia Standard Natural Gas Ca 
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LisTinG or CorPorATIONS WITH SUBSIDIARIES AND CONTROLLED AFFILIATES—Con. 


» Standard Oil Co. of California—Continued 
Cia de Petroleo Antioquia 
Far Eastern Petroleum Co. 
Federal Engineering Corp. 
Foreign Tankship Corp. 
Minerals & Metals Association 
Murvale Oil Co. 
Oronite Chemical Co. 
Pacific Oil Co. 
Pesotex Petroleum Co. 
Richmond Exploration Co. 
Richmond Pacifie Co. 
Richmond Petroleum Co. 
Salt Lake Refining Co. 
Salt Lake Pipe Line Co. 
Signal Oil Co. 
Stanavo Specification Board 
Stancal Asphalt & Bitmuls Co. 
Standard Gas Co. 
Standard Gasoline Co. 
Standard Management—Operating Co. 
Standard Oil Co. 
Standard Pipe Line Co. 
Standard Stations, Inc. 
American Gilsonite Co. 
American Overseas Petroleum Co. 
American Transport Co. 
Arabian American Oil Co. 
California-Texas Investment, Ltd. 
California-Colombia Petroleum Co. 
California-Eastern Co., Ltd. 
California-Magdaleno Petroleum Co, 
California Standard Exploration Co. 
Caltex Oil Products Co. 
California Texas Corp. 
Soc. Calif. Texas des Petroles 
Caltex International, Ltd. 
Caltex Oceanic Ltd. 
Col-Tex Refining Co. 
Cia Colombiana de Petroleo 
Contact Filtration Co. 
Far Pacific Investments 
Huntington Beach Co. 
Mid-East Crude Sales Co. 
N. V. Nederlandsche Pacitic Petroleum 
Overseas Tankship Corp. 
Standard QOilfields, Ltd. 
Standard Pacific Gas Line 
Trans-Arabian Pipe Line Co. 
United Overseas Petroleum 
The Bahreim Petroleum Co. 
Pacific Publie Service Co. 
33. Federal Telephone & Radio Corp. (no subsidiaries). 
84. Packard Motor Car Co., Packard Inc, 
35. Firestone Tire & Rubber Co. : 
Firestone Textiles 
Bank of Monrovia, Inc. 
Firestone Aircraft Co. 
Compania Anonima Firestone Venezolana 
Industria de Pneumaticos Firestone Brazil 
Finance Corp. of America 
Firestone Chemical Co 
Firestone de la Argentina 
Firestone Employees Gun Club 
Firestone Industrial Products Co. 
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LISTING OF CORPORATIONS WITH SUBSIDIARIES AND CONTROLLED AFFILIATES—Con, 


35. Firestone Tire & Rubber Co.—Continued 


Firestone Park Land Co. 
Firestone Plastics Co. 
Firestone Plantation Co. 

U. S. Liberia Radio Corp. 
Liberian Construction Co. 
Watuppa Reservoir Co. 
Firestone South Africa, Ltd. 
Firestone Steel Products Co. 
Firestone Interamerica Co. 
Firestone International Co. 
Xylos Rubber Co. 

Burch Service Stores, Inc. 
Diamond Service Stores,. Inc. 
Firestone Auto Supply & Service Stores 
Industry Inventions 

King’s Tire & Service Co. 

Lewis Tire Service Co. 

Wolf Tire Service Inc. 

Tire Service Co. 


36. Radio Corp. of America: 


RCA Victor Distributing Co. 
RCA Victor Argentina 
Corporacion de Radio de Chile 
RCA Victor Radio 

RCA Victor Mexicana 

RCA Photophone 

National Broadcasting Co. 
RCA Communications, Inc. 
Radiomarine Corp. of America 
RCA Institute, Ine. 

RCA Service Co., Inc. 

Cuba Transatlantic Radio Corp. 


37. Eastman Kodak Co.: 


Kodak Japan, Ltd. 
Tennessee Eastman Corp. 
Kingsport Railroad Co. 
Holston Trading Corp. 
Distillation Products, Ine 
Eastman Gelatine Corp. 
Recordak Corp. 

Pown Corp. 

Kodak Aktiengesellschaft 
Ridge Construction Corp. 
Bays Mountain Constructing Co. 
Eastman Kodak Stores, Washington, D. C. 

Eastman Photographic Stores, Ltd.. (Ontario) Sales 
Eastman Photographic Materials, Ltd. (British Columbia) Sales 
Eastman Photographic Materials, Ltd.. (Canada) Sales 
Eastman Photographic Materials, Ltd. (Manitoba) Sales 
Kodak Argentina, Ltd. (New York) Sales 

Kodak Brasileira, Ltd. (New York) Sales 

Kodak Chilena, Ltd. (New York) Sales 

Kodak Cubana, Ltd. (New York) Sales 

Kodak Hawaii, Ltd. (New York) 

Kodak Mexicana, Ltd. (New York) Sales 

Kodak Colombiana, Ltd. (New York) Sales 

Kodak Park Works, Rochester, N. Y. 

Kodak Camera Works. Rochester, N. Y. 

Kodak Hawk-Eyve Works, Rochester, N. Y. 

Tennessee Eastman Corp. Plant 

Taprell Loomis Plant 

Kodak Panama, Ltd. (New York) Sales 

Kodak Peruana, Ltd. (New York) Sales 

Kodak Philippines. Ltd. (New York) 
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27. Eastman Kodak Co.—Continued 
Kodak Uruguaya, Ltd. (New York) Sales 
Canadian Kodak Co., Ltd. (Canada) 
Canadian Kodak Sales, Ltd., Sales 
Kodak, Ltd. (England) 
87A. Chrysler Corp. (Nore.—Chrysler ranks 10th.) 
Chrysler Corp. Plymouth 
Chrysler Corp. Airtemp 
Chrysler Detroit Co. 
Chrysler Pittsburgh Co., Ine. 
Pekin Wood Products Co. 
Chrysler Corp. of Canada, Ltd. 
Chrysler Corp. of Canada (Sales) Sales, Ltd. 
Amplex Manufacturing Co. 
Chrysler Sales Corp. 
De Soto Motor Corp. 
Dodge Bros. Corp. 
Fargo Motor Corp. 
Plymouth Motor Corp. 
Chrysler Motors Parts Corp. 
Chrysler Export Corp. 
Chrysler Motors Ltd. 
Dodge Bros. (Britain), Ltd. 
Societe Anonyme Chrysler 
Chrysler New York Co. 
Chrysler Airtemp Sales Corp. 
Airtempt Construction Corp. 
The Airtempt New York Co., Inc. 
Chrysler Marine Engine Corp. 
Stokol Stoker Co. 
Anniston Warehouse Corp. 
38. Kaiser-Frazer Corp. : 
Kaiser-Frazer Sales Corp. 
Kaiser-Frazer Export Corp. 
Kaiser-Frazer Parts Corp. 
Nederlandsche Kaiser-Frazer. 
Fabrieken, N. V. 
39. U. S. Rubber Co. : 
Dominion Rubber Co. 
Fabric Fire House Co. 
The Fisk Tyre Co. 
Frank W. Gorse Co. 
Hollandsche Amerikaansche Plantage Maatschappij 
Malayan American Plantations 
Mishawaka Rubber-Woolen Mfg. Co. 
Nederland Langkat Rubber Maatschappij 
N. Y. Belting & Packing Co. 
Si Pare Rubber Maatschappij 
Latex Fiber Industries Inc. 
Wellman Co. 
40. Studebaker Corp. : 
The Studebaker Sales Corp. 
The Studebaker Pacific Corp. 
The Studebaker Export Corp. 
Empire Steel Co. 
41. Hughes Aircraft Corp. (no subsidiaries). 
42. Curtiss-Wright Corp. : 
4] Curtiss Propeller Division 
L. G. S. Spring Clutch Corp. 
Victor Animatograph Corp. 
Marquette Metal Products Co. 
2 Wright Aeronautical Corp. 
Ps Caldwell-Wright Airport, Inc. 
i) 43. Piasecki Helicopter Corp. (no subsidiaries). 
44. Fruehauf Trailer Co., Fruehauf Distributing Co. 
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LISTING OF CORPORATIONS WITH SUBSIDIARIES AND CONTROLLED AFFILIATES—Con, 


45. Continental Motors Corp. : 
British Continental Motors, Ltd. 
Continental Aviation & Engineering Corp. 
Wisconsin Motor Corp. 
Continental Motor Sales & Service Co. 
Gray Marine Motor Co. 
46. Reo Motors, Inc. (no subsidiaries). 
47. Standard Oil Co. of Indiana: 
Dradnats, Ine. 
Indoil Chemical! Co. 
The Murphy-Miles Oil Co. 
’an American Corp. 
’an American Petroleum Corp. 
Root Oil Co. 
Stanolind Marine Transport 
Stanolind Oil & Gas Co. 
Allied Iron Works, Ince. 
Dickey Oil Co. 
Midwest Commissary Co. 
Ramsey Petroleum Co. 
Shannon Gas & Electric Co. 
Stanolind Building Corp. 
Yount-Lee Pipe Line Co. 
Stanoland Oil Purchasing Co. 
Stanolind Pipe Line Co. 
Superla Laboratories Inc. 
Laramie Oil Co. 
Pan American Petroleum & Transport Co. 
Pan American Gas Co. 
Pan American Pipe Line Co. 
Pan American Products Co. 
Pan American Refining Corp. 
Sweetwater Oil Co. 
Utah Oil Refining Co. 
48. American Steel Foundries: 
American Steel Works 
Griffin Wheel Co. 
American Steel Foundries (Missouri) 
Simplex Railway Appliance Co. 
General Steel Castings 
Cleveland Production Co. 
49. Philco Corp. 
Lansdale Tube Co. 
Phileco Distributors Ine. 
Real Estate Investment Corp. 
Phileo Television Broadcasting 
Southern Industries, Inc. 
Phileo Corporation of Canada 
Rex Manufacturing Co. 
Atiantic Television Broadcasting 
50. Winston Bros. Co. (no subsidiaries). 
51. Union Oil Co. of California: 
Oreutt Town Water Co. 
Harbor Dock-Wharf Co. 
Pacific Airmotive Corp. 
AZ. Bullard Co. (no subsidiaries). 
53. American Bosch Corp.: Arma Corp. 
4. Canadian Commercial Corp. (no subsidiaries), 
55. Pacific Car & Foundry Co.: Kenworth Motor Truck Corp. 
56. General Tire & Rubber Co.: 
Aldora Mills. 
General Tire Acceptance Corp. 
India Tire & Rubber Co. 
Pan-American General Tire Co. 
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LISTING OF CorPORATIONS WITH SUBSIDIARIES AND CONTROLLED AFFILIATES—Con. 


56. General Tire & Rubber Co.—Continued 
Penn-Rubber Co. 
Yankee Network Inc. 
Aerojet Engineering Corp. 
The General Investment Co. C.A. (Venezuela). 
General Distributing Co. C.A. (Venezuela). 
Marquardt Aircraft Co. 
reneral Tire & Rubber Export Co. 
Manstield Tire & Rubber Co. 
. National Tube Co. (no subsidiaries). 
. Sinclair Oil Corp. : 
Sinclair Refining Co. 
Sherwood Bros., Inc. 
. Grand Central Aircraft Co. (no subsidiaries) 
. Great Lakes Steel Corp. (no subsidiaries). 
. Cities Service Oil Co. (Pennsylvania): Cities Service Oil Co. of Delaware. 
32. Newport News Shipbuilding Co.: North Carolina Shipbuilding Co. 
. International Business Machine Corp.: Endicott Highlands Development 
Co. 
. Forest Products Treating Co. (no subsidiaries). 
. Beach Aircraft Corp. (no subsidiaries). 
. Metcalf Bros, Co. (no subsidiaries). 
Phillips Petroleum Co, : 
Drilling Specialties Co. 
Independent Natural Gas Co. 
Hydrocarbon Chemical Co. 
Pan Oil Co. 
Philgas Co. 
Phillips Amazons Oil Co, 
Phillips Atrato Oil Co. 
Phillips Berrio Oil Co. 
Phillips Casanar Oil Co. 
Phillips Cauca Oil Co. 
Phillips Chemical Co. 
Philtex Co. 
Phillips Colombian Oil Co. 
Phillips Fernando Oil Co. 
Phillips Magdalena 
Phillips Meta Oil Co. 
Phillips Morales Oil Co, 
Phillips Pomplonita Oil 
Phillips Pipe Line Co. 
Southwest Texas Pipe Line 
Phillips Oil Co. 
Alama Refining Co. 
Phillips Vaupes Oil Co. 
Phillips Zulia Oil Co. 
Standish Pipe Line Co. 
Wasatch Oil Co. 
West Edmond Oil Co. 
Consolidated Gas Co. 
York State Oil Co. 
Western Radio Telegraph Co. 
Phillips Caqueta Oil Co. 
68. Collins Radio Co. (no subsidiaries). 
69. Richfield Oil Corp. : 
’acific Marine Oil Co. 
Pan American Petroleum Co. 
Rio Grande Gas Co. 
70. Bethlehem Steel Corp. : 
Bethlehem-Alameda Shipyard, Inc. 
Bethlehem Brazilian Corp. 
Bethlehem Chile Iron Mines Co. (Delaware) 
Bethlehem Collieries Corp. 
Bethlehem-Cuba Iron Mines Co. (West Virginia) 
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LISTING OF CORPORATIONS WITH SUBSIDIARIES AND CONTROLLED AFFILIATES—Con, 


70. Bethlehem Steel Corp.—_-Continued 
Bethlerem Fairfield Shipyard, Inc. 
Bethlehem Hingham Shipyard, Inc. 
Bethlehem Land Corp. 
Bethlehem Lebanon Forge Co. 
Bethlehem Pacific Coast Steel Corp. 
Bethlehem Supply of California 
Bethlehem-Sparrows Point Shipyard, Inc. 
Bethlehem Steel Co. (Pennsylvania ) 
Bethlehem Steel Co. (Delaware) 
Bethlehem Steel Export Corp. 
Bethlehem Supply Co. (Delaware) 
Bethlehem Transportation Corp. 
Calmar Steamship Corp. 
Steamship Service Corp. 
Compania de Minas de Fierro Las Truchas (South America) 
Conemough & Black Lick Railroad Co. 
Conwall Railroad Co. 
Fore River Railroad Corp. 
Fore River Shipbuilding Corp. 
Gasparillo Dock Co. 
Iron Mines Co. of Venezuela (Delaware) 
Juragua Iron Co, 
Mahoning Steamship Co. 
Ore Steamship Corp. 


as ie, 
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Patapseo & Back Rivers Railroad Co. 3 
Patapsco Scrap Corp. a 
Penn Iron Mining Co. of Wisconsin. iz 
Philadelphia Bethlehem & New England Railroad Co. Pe 
Saltlick Water Co. re 
Service Stores Corp. (Michigan). eS 
Service Stores Corp. (Pennsylvania). Pt 
South Buffalo Railway Co. 3 


Steelton of Highspire Railway Co. A 
Sunday Lake Iron Co. 5 
J. H. Weaver Co. 
Cambria Steamship Co. 
Corsica Iron Co. 

Cuyuna Ore Co. 
South Agnew Mining Co. 
Bennett Mining Co. 
Campbell Mining Co. 
Erie Mining Co. 
Hoyt Mining Co. ; 
Huron Land Co. 
Iron Range Mining Co. 
Lake Mining Co. 
Negaunee Mine Co. 
Odanah Iron Co. 
Ontario Iron Co. 
Plymouth Mining Co. 
Puritan Mining Co. 
Tilden Iron Mining Co. 
Utica Mining Co. 
Vermillion Mining Co. 
Verona Mining Co. 
71. Esso Export Corp. (no subsidiaries). 
72. Texas Co.: 
Cartagena Petroleum Co, 
Chibcha Petroleum Co. 
Compania de Petroleos. 
Covenas Petroleum Co. 
Fl Libertador Compania Petroleos 
Florencia Petroleum Co. 
Florida Petroleum Co. 
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72. Texas Co.—Continued 
Funza Petroleum Co. 
Indian Retining Co. 
Laguna Azul Petroleum Co. 
Las Animas Petroleum Co. 
Las Palmas Petroleum Co. 
Llanos Petroleum Co. 
: Mesa Verde Petroleum Co. 
Mompos Petroleum Co. 
: Morreéa Petroleum Co. 
Parkway Oil Co, 
Putumayo Petroleum Co. 
Quesada Petroleum Co. 
Sabanas Petroleum Co. 
Sierra Pipe Line Co. 
Sindicato Ganadero Colombia. 
Sociedade Anonyona de Oleo. 
Galena-Signal. 
Societe Immobiliere Coloniale. 
Tequendama Petroleum Co. 
Texas Exploration Co. 
Texas Development Co. 
Texas Sociedad Anonina 
The Texas Distributing Co. 
The Texas Pipe Line Co. 
Tolima Land Co. 
4 Valley Pipe Line Co. 
= Z. & M. Independent Oil Co. 
é McColl-Frontenace Oil Co. 
8. Gilfillan Bros., Inc. (no subsidiaries). 
4. Radioplane Corp. (no subsidiaries). 
5. General Mills, Ine. : 
Betty Crocker, Inc. 
Washburn Crosby Co., Ltd. 
76. Caterpillar Tractor Co. (no subsidiaries). 
77. Simmons Co.: 
American Acceptance Corp. 
Compania Simmons Mexico 
Patterson Mills Co. 
Roanoke Bank 
Rosemary Manufacturing Co. 
George F. Brasfield & Co. 
Simeo, Ltd. (England) 
Simons International, Ltd. 
Simmons, Ltd. (Canada) 
78. Sun Oil Co.: 
British Sun Oil Co. 
Cordero Mining Co. 
Motor Tankship Corp. 
Netherlands Sun Oil Co. 
Belgium Sun Oil Co. 
Deluxol Olie Maatschappif 
Deluxol Oil Co. 
Precision Development Co. 
Sperry-Sun Well Surveying Co. 
Sun Oil Line Co. 
Sun Pipe Line Co. 
Sun Shipbuilding & Dry Dock 
Sun Transportation Co. 
79. Gulf Oil Corp.: 
Afran Transport Co. 


-1-) +1 
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A American International Fuel & Petroleum Co. 
¢ Bahamas Exploration Co. 
Ps Canadial Gulf Oil Co. 
& Companhia Brasileira de Petroleo 


County Airport Corp. 
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79. Gulf Oil Corp.—Continued 
Gulf Casualty Co. 
Gulf European Co. 
Gulf Exploration Co. 
Gulf Refining Co. 
Gulf Tire & Supply Co. 
Project Five Pipe Line Corp. 
Southeastern Pipe Line Co. 
Gulf A, & D. Co. 
Mexican Gulf Oil Co. 
Mozambique Gulf Oil Co. 
Tabb’s Bay Oil Co. 
Venezuela Gulf Oil Co. 
Western Gulf Oil Co. 
Kuwait Oil Co., Ltd. 
Texas Gulf Sulphur Co. 
United Petroleum Securities 
Detroit-Southern Line 
Devonian Co. 
Neches Butane Products Co. 
80. Aron J. & Co., Inc. (no subsidiaries) 
81. Baldwin Lima Hamilton Corp.: 
Lima Hamilton Corp. 
United Welding Co. 
Hoover, Owens Rentschler Co. 
Niles Tool Works Co. 
Lima Locomotive Works 
82. Peerless Woolen Mills (no subsidiaries) 
83. Esso Standard Oil Co.: 
Standard Oil Co. 
Standard Oil Co. of New Jersey 
Colonial Beach Oil Co, 
Esso, Ine. 
Kesbea, Inc. 
Penola, Ine. 
Stanco, Inc. 
Sylvester Oil Co. 
Sylvester Utilities Co. 
Tuscarora Co., Ltd. 
84. Phillips Packing Co., Inc.: 
Phillips Commission Co. 
Phillips Transport Co. 
Merit Advertising Agency, Ince. 
85. Tidewater Associated Oil Co.: 
Associated Oil Co. of Arizona 
The Associated Service Stations 
Associated Oil Co. 
East Jersey Railroad & Terminal Co. 
Tidal Pipe Line Co, 
Seaside Oil Co. 
Tide Water Oil Co. 
The Tidemex Co. 
The Clarendon Petroleum Co. 
The Tide-Water Pipe Co. 
Hamburg Amerikanische Mineralol 
Northern Light Oil Co. 
Compania Petroleos Rio de La Pasion 
86. Shell Union Oil Corp. : 
Shell Oil Co., Inc. 
Shell Chemical Corp. 
Washington Refining Co. 
International Lubricants Corp. 
Shell American Petroleum Co. 


a Or 
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LISTING OF CORPORATIONS WITH SUBSIDIARIES AND CONTROLLED AFFILIATES—Con. 


87. Norris Stamping & Manufacturing Co. (no subsidiaries). 
88. Pan American World Airways Corp.: 
’an American Airways, Inc. 
Pan American Airports. 
Pan American Air Ferries. 
Pan American Airways. 
China Airways lederal, Inc. 
Pan American Airways Sales Corp. 
*anair do Brasil 
Cian Cubana de Aviacion. 
Urba, Medellin & Central. 
Intercontinental Hotels Corp. 
Pan American Grace Airways, Inc. 
Compania Mexicana de Aviacon 
Aerovias Venezuelanos 
Bahamas Airways 
89. American Machine & Foundry Co.: 
Buffalo Arms Plants 
American Machine Development Corp. 
American Machine Export Corp. 
American Machine & Foundry Co., Ltd. 
Transducer Corp. 
International Cigar Machinery Co. 
American Machine International, Ine. 
AMF Pinspotter, Inc. 
Union Machinery Co. 
De Walt, Ine. 
90. General Cable Corp.: 
Dudlo Manufacturing Co., Inc. 
Peerless Insulated Wire & Cable Co. 
Phillips Wire Co. 
Safety Cable Co. 
Metal Textile Corp. 
91. Budd Co.: 
Wheel Industries, Inc. 
Edward G. Budd Building & Loan Association 
92. Israel Leon Bros., Inc. (no subsidiaries). 
93. General Petroleum Corp. (Delaware) : 
General Petroleum Co. 
General Pipe Line Co. of California 
General Terminal Co, of California 
Merritt Annex Oil Co. 
94. Pioneer Parachute Co., Inc. (no subsidiaries ). 
95. Lake Odessa Canning Co., Inc. (no subsidiaries). 
3. Hazeltine Corp. : 
Hazeltine Electronics Corp. 
Hazeltine Research, Inc. 
Latour Corp. 
97. Clark Grave Vault Co. (no subsidiaries) 
98. Mullins Manufacturing Corp.: Youngstown Pressed Steel Co. 
99. Hughes Tool Co. (no subsidiaries) 
100. Rheem Manufacturing Co.: 
Rheem-Australia Ptv. Ltd. 
Rheem Metalurgica 
Rheem Hume Ltd. 
Rheem Canada Ltd. 
Industrial Aceros Rheem 
Rheem Research Products, Inc. 
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Exuisit No. 39-B 


Amendments to listing of corporations with subsidiaries and controlled affiliates 


Item Amendment 
a ee. Grumman Aircraft Engineering Corp. is now No. 6 (Boeing 
Airplane Co. (formerly No. 7) is now No. 5). 
ees a Lockheed Aircraft Corp. is now No. 7. 
) EOE as ES Boeing Airplane Co. is now No. 5. 
| eae American Woolen Co., Inc., is now No. 14 (Curtiss-Wright 
Corp. (formerly No. 44) is now No. 13). 
14 through 34_---- Now Nos. 15 through 35. 
| EE An Re After item formerly No. 34 (now 35) insert item 36: 


Hughes Tool Co. (formerly No. 98): 
Hughes Aircraft Corp. (formerly No. 43). 
Hughes Gun Co. 


35 through 37____. Now Nos. 37 through 39. 
eee nace Standard Oil Co. (New Jersey) now No. 40. 
To detail on last page add: Esso Shipping Co. 
Sass eet oats Kaiser-Frazer Corp. is now No. 41. 
a Ee eee. . U.S. Steel Corp. is now No. 44. 
“2 ane 43............, Now Nos. 42 and 48. 
RRS aati 2 Hughes Aircraft now included in Hughes Tool Co. (new 
item 56). 
0 Ee eee weer Curtiss-Wright Corp. is now No. 13. 
| er bees _.. Bullard Co. is now No, 55. (General Tire & Rubber Co. 
(formerly No. 58) is now No. 54.) 
55 through 57___-_- Now Nos. 56 through 58. 
__ FER ee General Tire & Rubber Co, is now No. 54. 
ee a oe After item formerly No. 58 insert item 59: 
-Socony-Vacuum Oil Co., Inc.: 
General Petroleum Corp. (formerly No. 92). 
Magnolia Petroleum Co. 
59 and 60___.__-_-. Now Nos. 60 and 61. 
EE ee In place of item formerly No. 61, insert as item now No. 62: 
National Steel Corp.: 
Great Lakes Steel Corp. 
National Steel Products Co. 
Weirton Steel Co. 
ee ek, Now No. 63. 
anne aE RICEE SN EEN De After item formerly No. 62 (now No. 63) insert item 64: 
B. F. Goodrich Co.: 
American Anode, Inc. 
Hope Rubber Co., Ine. : 
63 through S2____- Now Nos. 65 through 84. 4 
EE Sa After item formerly No. 82 (now No. 84) insert item 85: 
Twin Coach Co.: Fageol Products Co, 
83 through 91____. Now Nos. 86 through 94. 
SS SY General Petroleum Corp. now included in Socony-Vacuum 
Oil Co. (new item 59). 
93 through 97_-__. Now Nos. 95 through 99. 
DEivdaincawundents Hughes Tool Co. now includes Hughes Aircraft Corp., and 
is now item 36. 
EE Rr OT Rheem Manufacturing Co. now No. 100. 
EER eee ree Delete from list. 


Mr. Stevens. I did not catch the total percent that went to General 
Motors in this— 

Mr. Smauu. This go-around? 

Mr. Stevens. Yes. 

Mr. Sma. 6.5 percent. 

Mr. Stevens. Yes. And that is less than the figure that went to Y 
them in the last war? / 

Mr. Smauu. That is correct. The last war was 7.9. 


eee le ec tasted 


i 
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Mr. Srevens. And the total figure for the top 100 companies is 
5d percent # 

, a , 

Mr. SMALL. 55.3, as against 67 percent in the last war. 

Mr. Srevens. Thank you. 

Mr. Smauy. I might also point out that among the 100 corpora- 
tions having the largest volume of defense business are 19 aircraft 
firms, 17 motor-vehicle producers, 5 rubber companies, and 14 oil 
companies. These, of course, are industrial fields which are domi- 
nated by large corporations. There are very few such corporations, 
and they are large ones. 

Mr. Wooe. May I state for the record, Mr. Small, that perhaps these 
studies do not reflect an inordinate amount of contracts going to 
large corporations. But they do show that a large proportion of 
contracts dollarwise go to large corporations as a result of Govern- 
ment procurement. Weare merely trying to show how the industrial 
base has been broadened, if at all. 

The Cuarrman. I have a letter from you, Mr. Small, which I am 
very pleased to read into the record. It is dated June 14: 

My Dear Mr. CHAIRMAN: Attached hereto, for the information of your 
subcommittee, are six copies of an amendment to the Munitions Board industry 
advisory committee procedures, setting forth the new policy prohibiting repre- 
sentation on these committees by employees of trade associations and related 
organizations. The amendment also cancels the provision for use of an industry 
coordinator. 

In addition, we have this date dispatched letters to employees of trade 
associations, presently members of committees or subcommittees, thanking 
them for past cooperation, and advising them of the change in procedure which 
makes it necessary for us to terminate their participation as members or alter- 
nates of industry advisory committees and subcommittees, effective upon receipt 
of the letter. 

The procedure set forth in the attached amendment will be strictly adhered 
to in future committee operations. 

Your interest in this matter is sincerely appreciated. 

It is signed by you as chairman. 

I take this opportunity of thanking you for that letter, which 
exemplifies an earnest desire for cooperation between a Government 
agency and a legislative committee. I think the questions and answers 
that were developed in the course of these proceedings in the last few 
days indicated that there should be such an amendment to the regula- 
tions in connection with the procedures of the Munitions Board. 
You have reacted splendidly, in a way that entitles you to the fullest 
credit, Mr. Small. 

Mr. Smauu. Thank you, Mr. Chairman. 

(The amendments referred to follow :) 


Exuisit No. 40 


DEPARTMENT OF DEFENSE, 
MunNITIONS Boarp, 
Washington, D. C., June 13, 1951. 
MB Order No. 51-58/1. 
Subject : Operating procedures for Munitions Board industry advisory committees 
and subcommittees. 
1. Munitions Board Order No. 51-58, dated June 6, 1951, is hereby amended 
as follows: 
(a), Section 4B and section 5C, pages 3 and 4 of part I, are rescinded. 
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(b) The phrase, “and for trade association members and nonmembers,” ap- 
pearing in sections 2B and 13B, respectively, are deleted. 

(c) The word, “or”, appearing in section 7C (3) on page 5 of part I, is to be 
deleted and the word “and” substituted in its place. 

2. Effective immediately, trade association employees will not serve on any 
Munitions Board industry advisory committee, subcommittee, or task group. 

H. K. Ciark, Executive Vice Chairman. 

The Cuatrman. Now, Mr. Small, I want to ask you a few questions 
on WOC employees. 

Would you be kind enough to present your views on the necessity for 
WOC personnel during any emergency of the type we are now living 
in? 

Mr. Smarty. The need for WOC personnel during an emergency or 
during a war depends upon the job that must be done, the time in 
which it must be completed, and the availability of persons qualified 
to do the job. In my opinion, without question, WOC’s are needed 
during an emergency or wartime period. The reasons for this are 
fairly obvious. Both the need for special qualifications and the time 
in which they must be found and used are intensified. Moreover, the 
special problems which accompany any period of emergency or war 
also increase the need for WOC’s. 

At such times, in an economy where there is apt to be material and 
manpower shortages together with an expanding need for additional 
highly qualified personnel, defense or war agencies are in a position 
where they must obtain the special skills and experienced personnel 
they need in competition with private industry. 

Very often under these circumstances, the Government cannot com- 
pete successfully. 

This was a major problem during the last war, and we are experienc- 
ing it to a considerable degree during this current emergency. 

Within our democratic framework, we have no alternative but to 
use WOC’s whenever and wherever the manpower pipeline to special- 
ized Government jobs is partially or to a degree unfilled. 

These people in these modern days cannot give up without terrific 
sacrifice all of their connections with their companies and come down 
here and accept a salary a tenth, a fifth, or whatever it is of what they 
are getting in private industry, sacrifice their seniority, sacrifice their 
pension rights, sacrifice everything, and come down here on a Govern- 
ment salary, the kind of men, the top-flight people, whose skill and 
intelligence and wisdom we most need in these troubled times. 

The Cuatrman. Granted that there is an essentiality for the use of 
these WOC men and that there is an urgent need to have the Govern- 
ment avail itself of their special skills and aptitudes, do you think, 
nonetheless, there should be set up rules of conduct that might govern 
WOC men, not only to protect the Government, but to protect the 
WOC men themselves, to protect them from embarrassment, and pre- 
vent them from being placed in a position where their activities might 
be subject to unjust criticism ? 

Mr. Sma. I certainly do agree that the WOC personnel should be 
protected in every way we possibly can. If we can protect them by 
rules, we should adopt rules that will give them protection. But it is 
manifestly ie to write a book of detailed and specific rules 
that will cover every one of the thousands and scores of thousands 
of eventualities that come up in the consideration of the problems.that 
we are faced with. 
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The Cuarrman. I did not mean to imply that there should be a 
definite set of rules, but I simply wanted to draw you out and see what 
your res iction is. 

Mr. Smati. The clearer the guidelines, the better it will be for 
everybody. Cert: ainly these people are trying to be good citizens and 
contribute to their country, and they are subjected to all sorts of in- 
ferences which I believe in most cases are completely unjustified, 
But they are subjected to them. 

Now, the guidelines are pretty clearly drawn—in my shop certainly 
they are pretty clearly dr: awn—that they must not have anything to 
do with policy making or anything which directly affects their com- 
pany. 

The Cuairman. What about the employment of sales managers 
and members of sales forces of concerns / 

Mr. Smauv. As far as the Munitions Board is concerned, we do not 
have any WOC’s that are sales managers or sales department men, and 
we have no present intention of putting any sales department people 
onthere. I do not think the fact that we have none necessarily means 
that they should not be involved. But we do not have any. 

The Cuamman. NPA has such individuals employed as WOC men. 

Mr. SMALL, | suppose in that particular agency, you have people 
who, if you came right down to it, are not salesmen but engineers. 
They are sales engineers. 

The Cramman. Oh, no. We have quite a number of representa- 
tives of sales forces of various commercial entities who occupy very 
important positions in the National Production Authority. In other 
words, as far as your outfit is concerned, you do not put sales execu- 
sives in WOC positions / 

Mr. SmMacu. We have none, and have no present intention of putting 
any in. But our need is for people of a different type, with diferent 
capabilities. 

The Cramman. Do you agree that in a policy-making position, 
you should have a full-time Government employee? A WOC might 
give advice or make recommendations, but in the determination of 
policy, do you not think that that should be done by a full-time, sala- 
ried Government employee / 

Mr. Smauu. In the case of the Munitions Board, it is. The policies 
are determined by the Board, all of whom are full-time Government 
employees. 

The Cuairman. Can we not deduce that that is a firmly fixed idea 
of yours, and since you adopted it, and since you have a pretty good 
outfit, it might be well adopted by other similarly situated heads of 
departments. and bureaus? 

Mr. Smauu. I do not think so, Mr. Chairman. We have, as I say, 
a relatively small organization. We can do it. 

The Cuamman. Why do you refrain from taking a sales executive 
as a WOC man? 

Mr. SMALL. I say that the salesman type of man has not the par- 
ticular capability or skill that we need. We need people who are 
administrators, who are familiar—for example, take one of ours, Mr. 
McBrian. His particular skill that we need him for is familiarity 
with procurement. How do you buy things, the technicalities that 
are involved in procurement. 
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The CuatrrmMin. Would not that reasoning hold good also in other 
departments / 

Mr. Sma. If they were involved in procurement. Most of thein 
are not. They are involved in other problems, not procurement. 
And another big phase of our operation is in production—production 
schedules. That is not a salesman kind of job. We need more of ai 
engineer or production administrator. 

The CuairMan. At least, you will say in the procurement end of 
any department, it would be ill-advised to employ sales executives 
even as WOC men? 

Mr. Sma. Yes; 1 would think so. 

The CuamrMan. So, so far as procurement would be concerned, 
either directly or indirectly, either in the National Production 
Authority or any other agency, you would come to the conclusion that 
it would be ill-advised to have sales executives as WOC men / 

Mr. Smati. Yes: I think they would have purchasing executives 
rather than salesmen. 

The Cnairnman. What about the allocation of materials for pro 
duction ¢ 

Mr. SMALL. Iam not sure that I follow you, sir. 

The Cuairman. Do you think it would be well to have sales ex- 
ecutives as heads of branches that allocate materials for production, 
as in the case of steel 

Mr. Smart. If what your question leads to is, should a man be put 
in a position where he can see to it, or influence his company’s getting 
more material 

The Cuairman. Right. 

Mr. Sma. I would say that is wrong. 

The Cuairnman. You would not want a man placed in a positior 
where he net only could favor his own customer, but you would not 
even want him to be placed in a position where he could favor the 
customers of his company ? 

Mr. SmMauy. We are still talking about WOC’s, are we? 

The CHarrMan. Yes. 

Mr. Smauv. And you are still not talking of my agency, but you are 
asking me to speculate on these other agencies / 

The CHarMan. I am just getting your advice in general. I do not 
want to embarrass you as far as your colleagues are concerned. 

Mr. Smaru. The rules and guidelines tell these people that they 
eannot do anything which will be helpful to their own business. | 
think that 99.9 percent of them bend over backward not to. But the 
chance is there. I suppose now and then you will have people that 
do not. But the only thing that you can do is to monitor it, police it, 
see that the guidelines are clear. and see to it that the agency does do 
its utmost to see to it that the thing is not abused. 

To draw general rules and say: “Never do this,” and “Never di 
that.” I think you run into a nest of troubles, because there may be 
exceptions to any one of these rules where it would be highly desirable 
to have one particular man there; he can do a lot, and do it without 
unv impropriety whatever. Of course, somebody could always say: 
“Well, he had a chance to do it. Whether he did it or not, he had a 
chance to do it.” 

The Cuarrman. Do you approve of the idea of methodical rotation, 
that is, you have a WOC man for a period and then he is replaced by 
another WOC man of similar caliber, ability, and talent ? 
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Mr. Smatu. The methodical rotation would be fine. I am assuming 
you cannot find a qualified man who is willing to take the job on a full- 
paid basis, which is what we would like to have. Usually the only 
people that you can get that have the experience, the skill, the train- 
ing and these top-flight qualities are men who are retired. This a 
tough job down here, and you need younger men. You do not need 
people who are tired and worn out. 

But I have always felt, and I still think this is sound government, 
that it would be a very good thing for our country during times of 
peace if we had men from business down here, small business, medium 
business, and big business, the comers, the fellows who are being 
groomed for 5 years from now as the president of the company, who 
are being watched and who are being educated, if you like, on all 
phases. If we had people like that coming down here for a year to 
jearn government and Jearn what government is, I think they would 
make a very real contribution on a rotation basis. We cannot expect 
them to come down here forever. They do not want to be bureaucrats. 

The Cuarrman. Would that make for uniformity of policy / 

Mr. Smauu. I think it would. 

The CuarrmMan. We have had some difliculties told to us about the 
lack of uniformity where you have a man occupying an important po- 
sition in one of the bureaus, and then he leaves and somebody takes 
his place; the work that he was doing was important, and there were 
charges of lack of uniformity, or complaints. 

Mr. Smatyt. We have that problem to an acute degree with our 
military, who are constantly being rotated. We have a fellow who is 
transferred just about the time he reaches the point where he knows 
what he is doing in a particular job. 

The Cnatrman. And there are probably more advantages to that 
system than disadvantages; is that what you mean 4 

Mr. Smauu. Yes, I think so. 

The Cuairman. Do you believe that paid executives of trade asso- 
ciations should have any funetions as WOC men / 

Mr. Smatn. We have none in the Munitions Board, and have no 
intention of having any in the Munitions Board. I frankly do not 
believe that it is good policy to have them as WOC people. I think 
Iam right that the War Production Board went through that, and 
their policy was that no WOC’s were trede association men. 

The Cnarmman. You are familiar with the President’s Executive 
Order 10182, relative to WOC personnel, are you not ? 

Mr. Smauu. Yes, sir. 

The Cuarrman. Would you say that there should be a bit more im- 
plementation of the general principles announced in that order with 
reference to these WOC personnel ¢ 

Mr. Sma. I think I said previously, Mr. Chairman, that Executive 
Order 10182 already requires specific written certification before the 
WOC can be employed, and also attempts to lay down the rules appli 
cable to their use. As long as rules and regulations must be expressed 
in language, reasonable men may differ about close cases. Therefore, 
it may be that some further definition or exposition of the present cri- 
teria in rules set forth in Executive Order 10182 regarding WOC’s 
may be necessary. However, no matter what language is used and no 
matter how specifically the rules are spelled out, in the long run, the 
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question reduces itself to one of sound judgment on the part of the 
agency employing the WOC. ¢s 

Certainly we feel contident in the Munitions Board that we can 
support the legality and the propriety and the use that we have made 
of any and all WOC’s that are employed by the Board. 

Mr. Gotpstrery. Mr. Chairman, I have a few brief questions. | 
know, that the time is getting late, and I would just like to rush 
through them. ; | 

The first question is, sir, Am I correct in assuming that the practice 
of negotiating contracts is done pursuant to the provisions of the act 
of 1947? I believe it is section 2 of that act. It is the Armed Forces 
Procurement Act. 

Mr. Smaiu. That is right. 

Mr. Gortpstrrein. I note that that particular act sets forth 16-odd 
qualifications before negotiations take place. The first one states 
that in a time of emergency, you may go into negotiation. And I as- 
sume that that is the one under which you operate. 

Mr. Sway. That is right. 

Mr. Gotpsrrin. Now, is it correct—and I do not want to take up 
too much time with this—to state that approximately 90 percent to 
95 percent of present procurement is on a negotiated basis ? 

Mr. Say. [had a tabulation and statement that I made. 

Mr. Goipstein. I think it is S7 percent, or 90 percent would be more 
accurate. 

Mr. Sway. 90.2 for the month of March: 93.2 from July 1, 1950, to 
March 31, 1951. I would point out also, Mr. Goldstein, that during 
the last war, the constant complaint was that we would not negotiate 
and could not negotiate, and they did not give us the lever to give 
business to small firms. We now have it. 

Mr. Goupsrern. Mr. Chairman, in order to save time, | wonder if 
IT could submit for the record certain documents which were made 
available to us by the Munitions Board, which relate to the problems 
of negotiation and small business. 

The Crarrman. That will be accepted. 

Mr. Goupsrein. 1 have a document of May 10, 1951, memorandum 
for the Vice Chairman of Supply Management: a document of May 
31, 1951, a memorandum from Mr. William J. MeBrian; a document 
of April 6, 1951, a memorandum to Mr, Harrison, of the DPA, from 
Mr. W. W. Watts: a memorandum of April 6, 1951, from A. 8. Haw- 
thorne to W. W. Watts containing comments on the Munitions Board’s 
action on small business procurement policy; a memorandum of April 
10, 1951, for William J. McBrian; a memorandum of April 9, subject, 
Department of Defense—Small Business Office: a memorandum of 
April 16, 1951, a memorandum for Col. Harold Walmsley; a memo- 
randum of April 20, 1951, to Frank R. McGregor. 

(The documents above referred to follow :) 


Exutisir No. 41-A 
May 10, 1951. 


Memorandum for the Vice Chairman of Supply Management. 
Subject: State and Community Organization in the Defense Effort. 

1, Congress recognized the importance of protecting small business by creating 
special Committees for Small Business in the House and Senate 10 vears ago. 
These committees have accomplished splendid work in the past, as revealed by 
their reports . At the present time the committees have been holding hearings in 
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yarious sections of the country, receiving grievances from Main Street and dis- 
seminating information how small business can go about securing subcontracts. 

2 November 17, 1950, Deputy Secretary of Defense designated the Chairman 
of the Munitions Board as his assistant and adviser to assure that American 
small business participates equitably in furnishing of commodities and services, 

3. December 18, 1950, Secretary of Defense issued an order broadening the 
industrial base of procurement programs, “to the fullest possible use of small- 
business concerns.” 

4, February 28, 1951, Gen. William H. Harrison, Administrator, Defense Pro- 
duction Authority, wired governors of States for their support in marshalling 
community resources to aid small business and requested that a Governors’ 
Commission on Small Business he appointed to cooperate with Federal Gov- 
ernment. Twenty-six States which have organized commissious or have dele- 
gated small-business problems to an existing organization are: 


California Kentucky Rhode Island 
Colorado Montana ‘Tennessee 
Connecticut New Hampshire Texas 
Florida New Jersey Utah 
Georgia New York Vermont 
Michigan North Carolina Washington 
Minnesota Oklahoma West Virginia 
Missouri South Carolina Wyoming 
Maine Oregon 

5. Seven States have notified of their intention to form a commission: 
South Dakota Louisiana New Mexico 
Arizona lowa 


Mississippi Virginia 





6. March 29, 1951, the Munitions Board approved procurement policy for 
small business. April 5, 1951, the Munitions Board approved implementation 
of small business policy, which carried as the fourth enclosure liaison State and 
community organization participation in defense effort. 

7. Liaison with the States through their governors should proceed immediately 
to learn of their plans for inventorying their production capacity and assistance 
being given in guiding small business in subcontracting and securing prime 
contracts. Also, what plans have been developed for disseminating information 
concerning Government procurement and Government production controls. The 
liaison should see that all Government information is being passed on at the 
community level so that small-business men will not have to come to Washing- 
ton—contact chambers of commerce, associated industries, labor unions (CIO 
and AFL). 

Ss. A prepared statement from General Marshall or Chairman Small of the 
Federal Government’s anxiety to assist the State commissions and communities 
should be released in the State capitals. 

9. April 30, 1951, Attorney General reported to the Preside&® on the mobiliza- 
tion program, warning “that no further loss of time can be allowed in establish- 
ing central procurement planning,” the prime object of which would be to spread 
defense contracts equitably. 

10. All Government agencies (NPA, ECA, GSA, etc.) having small business 
should be coordinated so that the greatest amount of information may be given. 

11. To render subcontracting assistance in the field office of small business, 
through liaison with AFRC, should insure that the listing of the facilities of 
competent small business (such as those maintained by the New York State 
Department of Commerce) are brought to the attention of all military personne! 
in the field who have the responsibility for the supervision of prime contracts. 
Prepared by: Mr. Murphy. 


Exuipsit No. 41-B 
May 31, 1951. 
Memorandum for Mr. William J. McBrian, Vice Chairman for Supply Manage- 


ment. 
Subject: Small Business Research Study. 

To cover the subject we discussed regarding a research study on small business 
we should probably go back into a bit of history. A little over a year ago the 
Central Military Procurement Information Office was set up. Following shortly, 
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the Small Business Office of the Munitions Board was set up and an adviser to 
the Chairman of the Munitions Board and Assistant Secretary of Defense \ 1.5 
brought into the picture. Under this organizational line-up the synopsis of bids 
and synopsis of awards was inaugurated and a series of approximately 1(\) 
clinics were held throughout the whole country in conjunction with Congress, 
Department of Commerce, General Services Administration, Reconstruction 
Finance Corporation, Economic Cooperation Administration and the Munitions 
Board. In addition, the Select Committee on Small Business of the House he'd 
25 hearings throughout the country and at the present time hearings are being 
held by the Small Business Committees of Congress. Recently the Air Force 
had their many prime contractors set up displays in New York and Chicags 
and were successful in bringing in thousands of prospective small business s))))- 
eontractors, many of whom actually were successful in getting subcontracting 
business. 

On May 15 through 18 a combined exhibit of the Army, Navy, and Air Forve 
was held in Boston and it is now planned to carry through combined meetings 
of this kind in as many as a dozen places throughout the United States. 

All of these programs have brought about a definite consciousness of the 
problems of small business and without any question they have been of great 
benefit to small business but in my estimation we have only scratched the surface 
and actually we may not even know what the basic problem of small business js 
We do know that big business is getting bigger, for example, General Motors js 
doing over 58 percent of all the automobile business of the country. The United 
States Steel Corp. is producing about one-third of all the steel in the country 
and although other companies do not dominate to a similar extent the industry 
in which they are in, relatively few companies in these other industries are 
becoming more and more dominant. 

Now, you and I know there is nothing wrong in bigness in itself but it is 
just possible that under the present tendency we might be killing the goose that 
laid the golden egg in our over-all economy. By that I mean that more and 
more small businesses are becoming purely subcontractors and if carried to the 
extreme, it is perfectly possible that the inventive genius and imagination of 
individuals such as Andrew Carnegie, Henry Ford, etc., may be stifled and by 
very nature of subcontracting we may be eliminating or at least limiting the 
birth and development of new ideas and the growth of new industry. 

In order to get at this problem, I would recommend that a committee he 
appointed consisting of members of the various Government agencies that ar: 
definitely interested in the small-business problem, for example. a Member 
from the House, a Member from the Senate, from the Army, Navy, Air Force 
Munitions Board, Department of Commerce, General Services Administration, 
and any others who would seem to have a part to play. This committee to sit 
down to discuss this problem with the ultimate idea of calling in one or more 
men from Harvard Graduate School of Business Administration to get their 
views regarding the possibility of a study on this problem. Such a study would 
probably come ger two phases, the first phase being just a preliminary study 
which Harvard would make after the problem had been set down to them by the 
committee. -After this preliminary study has been made, a program could be 
inaugurated to make a complete and thorough study of the whole problem 

I have discussed such a possibility with Dean David and members of his 
staff at Harvard and have also discussed it with representatives of the business 
administration departments of Syracuse University, University of Pennsylvania 
Northwestern University, Chicago University, and Stanford University. 

On the second phase of this study, Harvard should probably be given the 
responsibility of total control of the study but it should be farmed out to other 
universities representing different areas of the United States because the prob 
lems of small business differ in different localities. I do not have much of an 
idea of the cost of these studies. Phase one of the study might cost 16 to 15 
thousand dollars. A complete study under phase two might cost 150 to 200 
thousand dollars. No doubt, a pretty good idea of the cost could be obtained after 
the meeting of the committee proposed and from members of Harvard Schoo 
of Business Administration. In any event, in my opinion, the cost would bx 
negligible based upon the possibility of what may Come out of it. 

I should be very happy te discuss this further with you personally 

Harry FE. BryrHe. 
Adviser to the Chairman on Small Business 
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ExHrsIt No. 41-C 


(Tab A) 
AprRIL 6, 1951. 


W. H. Harrison, Administrator, 
W. W. WartTTs. 
The Munitions Board report on Small Business can be quickly summarized 


as follows: 
Seven-month total prime contracts to small business 2.1 billion or 19.5 percent 


of all procurement. pe 
January 1951 prime contracts to small business 660 million or 16.6 percent 


of all procurement. 

Negotiation increased from 22 percent of all procurement in July-December 
1949 to 84 percent of all procurement in January 1951. 

In July-December 1949, 50 percent of prime contracts going to small business 
were by negotiation. In January 1951 this had risen to 67 percent. 

Total prime contracts to small business July 1949, to June 1950, were 24 
percent of all procurement; July-December 1950, 21.3 percent; January 1951, 
16.6 percent. 

Awards to small business as a result of advertised bids represented 54 percent 
of all advertised procurement July-December 1949, this dropped to 45 percent 
in July-December 1950, and to 34 percent January 1951. 

Negotiated awards to small business represented 15 percent of total negotiated 
procurement July-December 1949, 14 percent July-December 1950, and 13 percent 
January 1951. 

There is no information contained in the report on the amount of subcontract- 
ing with small business. Until this information is available the facts outlined 
above do not present a good picture of small business participation in the defense 


program. 
W. W. Warts. 





Exuinir No. 41—D 


(Tab D) 
APRIL 6, 1951. 
To: Mr. W. W. Watts. 
From: A. 8. Hawthorn. 
Subject: Comments on the Munitions Board’s action on the procurement policy 
on small business. 

Comparison of the information furnished in Mr, J. D. Small’s letter of April 
5 to General Harrison and the attachments thereto indicates the following 
salient points: 

1. While the Munitions Board directed that the production allocation program 
be reexamined, it failed to direct that designations under the program “be 
made not binding on contracting officers.” The Munitions Board also failed 
to provide that the services “report the action (taken) to broaden the number 
of eligible contractors” and furnish a consolidated report thereof to DPA. 

2. The Munitions Board omitted completely reference to paragraph 2 of the 
policy implementation paper which provides that contracting officers make no 
commitments to contractors until questions regarding additional facilities are 
cleared. 

5. The Munitions Board omitted reference to the basic part of paragraph % 
of the policy implementation paper which provides that the military review 
its requirements “for the purpose of designating specific items which are par 
ticularly suited to the objective of spreading the load.” 

4. The Munitions Board is not clear with respect to the intent of paragraph 
5 of the policy implementation paper, the essence of which is that contracting 
officers, wherever possible, will reach a definite understanding with respect to 
the amount of subcontracting before closing a prime contract. 

©. The Munitions Board omitted reference to the essence of paragraph 6 
of the policy implementation paper which provides that “incentives to the 
aximum amount of subcontracting by prime contractors should be provided.” 
The Munitions Board also omitted reference to the principle that “contracting 
officers (should be) directed to fully recognize the actual cost to prime con 
tractors in administering subcontracts * * *,” 
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6. The Munitions Board omitted reference to the provisions of paragraph & 
of the policy implementation paper which provides that “distribution procedures 
for product specifications be reexamined * * *.” Likewise, that part of 
paragraph 8 dealing with pooling operations was covered by a document which 
discourages pooling operations but winds up by reading that “these aids to 
small business may be used, where feasible, at the discretion of the respective 
departments.” 

7. The Munitions Board omitted any reference to paragraph 9 of the policy 
implementation paper which provides for the establishment of a procedure for 
reporting results. 

S. It appears that the second part of the document headed “Synopsis of pro- 
posed negotiated procurements” opens the way for violation of the generg| 
policy of giving all possible publicity to procurement which small business js 
competent to handle (enclosure 3 to Mr. Small’s letter). 





Exutsir No. 41—-E 
Aprit 10, 1951. 
Memorandum for Mr. William J. MeBrian, vice chairman for supply management, 
Subject: DPA Small Business Executive Committee meeting, Old GAO Building, 
Fifth and F Streets, Washington, D. C. 0900 hours, April 10, 1951. 

General Harrison was present when the meeting convened and remained until 
about 10 o’clock. 

The question of having a representative of DPA’s Information Office present 
at the meetings was brought up again and discussed in accordance with the de- 
cision at the last meeting. Considerable doubt as to the advisability of this was 
expressed by a number of the members of the committee, but General Harrison 
expressed the opinion that it was worth a trial. He suggested that it be tried 
for a while and see how it works. He, “If we find it is abused then we can cor- 
rect it.” In accordance with instructions, the representative of DOD indicated 
doubt as to the advantages but did not put forth strenuous opposition. 

Paragraph 2 of DPA’s Recommendation for Implementation of Basie Procure- 
ment Policy (tab A) was again discussed and the Department of Defense repre- 
sentative reaffirmed the position of the military that before following out the 
procedure set forth in the paragraph, the military would need to be advised 
that NPA is prepared to give a prompt answer as to the availability of other 
facilities, so that procurements would not be unduly held up over long periods 
of time. Further, there must be assurance also that preliminary approval of 
application will be approved finally in the absence of conflicting factors relat- 
ing to the case, because the procurement officer must necessarily act upon these 
preliminary approvals, and reversals could well play havoc with the procure- 
ment program. General Harrison commented that until NPA has its field offices 
set up it could not agree to either of These conditions, and added that unless 
the military advised its field offices to perform in accordance with paragraph 2, 
NVA would grant no certificates of necessity. The department of Defense rep- 
resentative then inquired if preliminary approvals given in regional offices 
could be considered permanent enough to justify the procurement officer in acting 

‘upon them. Mr. Watts of NPA (who was acting as chairman of the meeting 
in the absence of Mr. Pritchard) replied that no such assurance could be given. 

Mr. Watts then presented a memorandum (tab B) that he had written to 
General Harrison commenting on the Munitions Board production reports, March 
1951 (tab C). Mr. Watts also presented a memorandum addressed to him by 
Mr. A. S. Hawthorne commenting on the Munitions Board’s action of Thursday, 
April 5, relative to small business (tah 1»). Mr. Gabler of NPA then referred 
to a report which had been developed under the direction of the governor of 
Florida, which documents the case of small-business men who have had difficulty 
in getting bid sets, or getting them too late, getting insufficient information on 
which to bid, ete., etc. Mr. Gabler said this information was going to be pre- 
sented to the Congress. A copy of this was not immediately available, but we 
expect to secure one within the next day or so. Mr. Watts asked if fhere were 
not some policy in the field on bid sets, and it was explained to him that the 
procurement officer orders from 100 to 150 extra bid sets and supplies them to 
small-business men who request them until the supply is exhausted. After that, 
if there is sufficient time, additional sets are printed, but eventually the time 
comes When it is too late to have any more bid sets printed and the small manu- 
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facturer must be so advised. Mr. Watts suggested that a report be worked up 
on the practice because he could see the impossibility of continuing to supply 
bid sets indefinitely to an unlimited number of people. 

The question of financial aid to small businesses was discussed, and Mr. Watts 
read a directive from Mr. Wilson’s office, Document No. 3, dated February 14, 
subject: Fiscal Policy re Tax Amortization Loans, Etec. This document urged 
the necessity of curtailing loans to manufacturers, and was contrary to a state- 
ment which had been prepared for the meeting. Mr. Watts admitted this left 
him a little bit nonplussed and said he would like to look into the matter further. 
A copy of this document has been requested. 

Mr. Ejiliott described the plan whereby aluminum producers are to be required 
to give a certain percentage of their production to small businesses for fifteen 
years. He said this same device could be employed in other basic materials. 

There was considerable discussion on the reporting of the value of contracts 
awarded to small business. The Department of Defense representatives ex- 
plained that much of the procurement reported had been for products which 
small business could not make, such as airplanes, tanks, etc. Mr. Watts agreed 
that when he wrote the memorandum covering this matter, he was influenced 
by the heat which had been turned on Mr. Wilson and General Harrison when 
they testified on the Hill last week and also by the heat from Mr. Pritchard's 
Small Business Office of NPA. He said he could now see that maybe the fact 
that many procurements, such as for airplanes and tanks, which could not 
possibly go to small business, had affected the total figure. It was explained to 
Mr. Watts that the military is discussing a reporting system in which these large 
unit procurements would be segregated from the procurement suitable to small 
business. Mr. Watts expressed approval of this idea and said he could see that 
the military might well have been placed in an unfair position, and a breakdown 
of the type of procurements might clear this up a bit. 

FranK R. McGrecor, 
Director, Office of Small Business. 


Exuisit No. 41-F 
Apri 9, 1951. 
Subject: Department of Defense—Small Business Office. 
Suggestion for: 

1. The history of the Industry Cooperation Division, OPM, in World War II 
demonstrated the need of field offices to render assistance to small business. 

2. The present directive providing for small-business offices in each procure- 
ment office will aid small business in the securing of prime contracts but will not 
aid in the securing of subcontracts for small business, or offer aid in locating 
needed machinery and materials, determination of the need for special financial 
assistance or assistance in all the day-to-day problems confronting the small- 
business subcontractor. This assistance includes technical advice to achieve the 
negative objective of preventing smal! business from bidding on prime or sub- 
contracts, where they are not the best qualified to perform. This objective can 
be achieved only by the recommendation of a small-business firm to a prime con- 
tractor for work within the capabilities of that specific company. But all sound 
recommendations must be based on plant surveys. 

3. The setting up of field offices to aid small business by each of the three 
services would result in duplication and increased manpower demands. 

4. The logical method is to set up field offices representing the Department of 
Defense. 

5. The location of the field offices should be based on local needs and the 
utilization of existing facilities, i. e., a field office in New York City might well 
be in the NPA office, in Syracuse in Naval Matériel Office and in Rochester in 
the Office of the Rochester Ordnance District. 

6. The field offices, at the start, should be staffed with only one officer with 
provision for later expansion as aid to small business may require. 

7. The field offices should be staffed by Army, USAF, and Navy Reserve officers 
with production and business experience. 

8. Such an Office of Small Business in the Department of Defense could also 
absorb the present small-business officers in the various procurement offices. 
Such absorption would not require additional personnel. 

Pau F, GRIFFIN. 
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Exursit No. 41-G 
AprRIL 16, 1951. 
Memorandum for Col. Harold Walmsley. 
Subject: Comments on Minutes of Armed Services Procurement Area Council 
March 29, 1951. 

Thank you for letting me see a copy of the minutes of the Armed Servicvs 
Procurement Area Council meeting of March 29, 1951, in Los Angeles. It is re- 
turned herewith. 

In compliance with your request for comment on the paragraphs marked on 
pages 2 and 3, I will comment first on the subject of trade shows. We have 
been working for some time with Mr. Jay Cassino, Industrial Services Bran 
OPI, OSD, who is exploring the possibility of building package shows. These 
would be exhibits built of materials rugged enough to be transported on trucks 
from one show to another. These package shows were used with some success 
during World War II. The thought is that these package shows might be the 
answer to a large number of requests that are coming in for cooperation fri 
the military from people who wish to hold exhibits and trade shows. It would 
obviously be impossible to join in all of the shows that are requested. However, 
the development of a package show might enable us to take part in more of these 
where it is deemed worthy of such action. 

The idea of a single armed forces office where all bid information from a 
of the services could be obtained has been suggested a number of times from many 
quarters. There would appear to be some merit to the suggestion but in onr 
discussion with the military departments it has been indicated that there are 
right now quite a number of places where such information is available. There 
is, as you know, considerable information available from the approximately 
6,000 offices which distribute the bid information synopsis and award information. 
As you know, the Army Information Office has this type of information available 
for the Army and Air Force. I understand that efforts have been made to get 
the Navy to supply information to that office but the Navy declined. Recent con 
versations with Navy representatives indicate that the Navy has not changed 
its mind on this subject and it seems quite likely, therefore, that the same dif- 
ficulties would be encountered in setting up offices of this kind throughout the 
United States. 


FRANK R. McGrecor, 
Director, Office of Small Business. 





Exureit No. 41—-H 
Aprit 20, 1951. 
Memorandum to Frank R. McGregor, Director, Office of Small Business. 
Subject: Hearings of the Small Business Committee of the House, Syracuse, 
Brooklyn, and Paterson, N. J. 

This week I attended hearings of the Small Business Committee of the House 
in Syracuse, Brooklyn, and Paterson, N. J. The complaints and problems as 
they affect the Department of Defense seem to fall in the following classes: 

(1) A small-business man, through lack of information, has gone from one 
agency to another and, as a result of his experience, he has the feeling of frustra 
tion. His appearance before the committee is not so much to request remedi:! 
action as it is to tind a forum where he can express himself. The establishmeiit 
of small-business specialists in the field would prevent this type of complaint 
being forwarded to either Members of the Congress or the Pentagon. 

A typical example of this type of complaint was that of a Mr. Bliss, of the 
Bliss Steel Co. at Syracuse. Mr. Bliss complained bitterly about his inability to 
get any real information on the interpretation of Army steel specifications. 
Yet a small-business man in the front row could have given him complete infor- 
mation. In addition, Tom Drain of Ins Mat, Syracuse, is an authority on steel. 
Complete information is also available at the Rochester Ordnance District, and 
any real technical information was available in Syracuse from the metallurgists 
at Crucible Steel. I arranged, at the meeting, for Mr. Bliss te obtain the in- 
formation, but the real point was that Mr. Bliss just wanted to get his troubl:s 
off his chest at any forum. 

(2) One question usually asked is, Why large companies are given certificates 
of necessity to purchase machine tools when there is idle capacity to do the work 
in small plants. I ran into a specific case in Syracuse, and in Paterson, N. J., 
in an informal talk off the record, Mr. Carl Holterman, president of the New 
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Jersey CIO, stated that this would within 2 months be the major complaint of 
labor. 

The problem is not simple. The specific case I ran into involved a small part 
fora jet engine. The prime was GE at Johnson City. It is clear that the expan- 
sion of production of jet engine requires a responsible prime, new buildings, new 
equipment, and certificates of necessity, which is 90 percent right and 10 percent 
wrong. 

Pav. F. Grirrin, 
Consultant to Director, Office of Small Business. 


Mr. Gotpstern. Now, Mr. Small, I would like briefly to clarify cer- 
tain items relating to the Advisory Committee on Military-Contractor 
Relationship, and plac e several documents in the record. 

First of all, sir, on November 30, 1950, Admiral Ring wrote to Mr. 
Shears, who was formerly counsel of this subcommittee. He enclosed 
certain documents for the study of the subcommittee, and in his next 
to last paragraph he made this statement : 

\ study of these papers will indicate the extent to which this industry advi- 
sory committee has been utilized by the Munitions Board and will also suggest 
what is considered the very substantial assistance furnished by the committee 
to the Board. 

Does that, sir, represent in a very general sense the opinion of the 
Munitions Board concerning that “Military- Contractor Relationship 
Committee ? 

Mr. Sma, I think the answer is “yes.” 

Mr. Goupstern. Thank you. 

Mr. Chairman, may that letter be accepted for the record ? 

The CHamman, Yes. 

(The letter and enclosure follow :) 


Exuibir No. 42—-A 
Munitions Boarp, 
Washington, D. C., November 30, 1950. 
Mr. CurTIs SHEARS, 
Subcommittee on Study of Monopoly Power, House Judiciary Committee, 
House of Representatives Office Building, Washington, LD. C. 

Dear Mr. SuHears: This is in response to your telephone inquiry of November 
22, 1950, requesting information regarding the Munitions Board Industry -Ad- 
visory Committee on Military-Contractor Relationship. 

This committee is composed of a number of leading industrialists each in active 
charge of his particular business. No one of these industries is in competition 
with any other represented on the committee and it is therefore believed the 
committee is competent to present in a broad way the view of that segment of 
American industry engaged in production for Department of Defense programs. 

I am enclosing a copy of all matters which have been referred to this com- 
mittee for its information or advice. This includes the specific papers requested 
by you as follows: (a) Progress report, (b) summary of answers to question- 
naire, and (c) West subcommittee report. A synopsis of item (Bb) is furnished 
for your easy reference, together with a list of the enclosures. 

A study of these papers will indicate the extent to which this industry advisory 
committee has been utilized by the Munitions Board and will also suggest what 
s considered the very substantial assistance furnished by the committee to the 
Board, 

Any further information which you may desire regarding this committee will 
be gladly furnished. 

Sincerely yours, 
M. L. RING, 
Rear Admiral (SC), USN, Deputy Director of the Staff. 
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EXxHIsitT No, 42-B 


List oF FoRMAL PAPERS REFERRED TO THE INDUSTRY ADVISORY COMMITTEE ON 
MILITARY-CONTRACTOR RELATIONSHIP 


1. Membership list of Committee. 

2. Charter establishing Military-Contractor Relationship Industry Advisory 
Committee. 

3. NSRB document titled “A Proposal for Study of Pricing Policies and Profit 
Controls Applicable to Wartime Federal Government Procurement.” 

4. Outline of Munitions Board study project on procurement pricing and profit 
policies. 

5. Agenda for first meeting of Committee, October 12, 1949. 

6. Minutes of first meeting of Committee. 

7. Department of Defense policy statement relative to renegotiation program 
for 1951. 

8. Copy of address by J. Thomas Schneider on November 2, 1949, before a mili- 
tary procurement seminar on the subject of procurement pricing policies. 

9. West subcommittee report, together with analysis of results of a pretest 
survey which led to abandonment of plans for a larger survey. 

10. Agenda for the second meeting of Committee, April 28, 1950. 

11. Minutes of second meeting of Committee. 

12. Document titled “Cost Principles for Use in Determination of Prices Under 
Procurement Contracts,” prepared by Office of Accounting Policy, Office of the 
Secretary of Defense, dated May 5, 1949. 

18. Munitions Board staff memorandum regarding functions of Munitions 
Board advisor on contractor relations. 

14. Munitions Board staff proposal titled “Master M-Day Procurement Con- 
tract,” dated July 1950. 

15. Munitions Board agenda item concerning a proposed policy statement as 
to the wartime pricing and profit policies of the Department of Defense, which 
was approved by the Board and placed into effect immediately. 

16. Suggested instructions relative to the use of price redetermination articles 
in military contracts. 

17. Munitions Board staff report, dated October 11, 1950, subject: Fixed-Price 
Incentive-Type Contracts as an Equitable and Anti-Inflationary Form of Pro- 
curement. 

18. Munitions Board staff report, dated October 17, 1950, subject: Procedure 
for the Continuous Price Revision of Contracts on an Over-All Company Basis, 
Known During World War II in the War Department as the Company Pricing 
Plan. 

19. Progress report on the Munitions Board military-contractor relationship 
program, dated November 20, 1950. 


Mr. Goupstrein. At our last session the chairman inquired as to a 
certain letter of July 6, I believe it was, to Mr. Hensel, in which there 
vere set forth the principles regarding the employment of Mr. J. An- 
thony Panuch as special counsel to the Military-Contractor Relation- 
ship Committee by certain members of the committee; that is, the 
employment of Mr. Panuch was by certain members of the committee. 
The chairman inquired, I believe, and requested information as to 
whether or not anything was done on the basis of that letter. 

At page 303 of the hearings Mr. Kidston in response to the chair- 
man’s question, which was, “Did they hire Mr. Panuch after this letter 
was received?” Mr. Kidston said: 

They did it before. When we found out about it, we sent this letter 
immediately. 


I believe I am fair in stating that the implication of that remark was 
that not until the writing of this July letter was the information con- 
cerning the employment of Mr. Panuch available to the Munitions 
Board. 

In that respect, I would like to ask if that is the proper implication 
to be drawn, or inference to be drawn, from Mr. Kidston’s remark. 
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Mr. Sma. I think the fact is that Cornelius Lynde at least knew 
about this before this letter, and we became nervous about it, as I under- 
stand this letter of July 6, and decided to go on record as to exactly 
what the Board’s position was. They did know about it ahead of 
time. 

Mr. Gotpsrern. In that regard, sir, I should like to submit for the 
record a letter dated November 21, 1941, from Mr. H. Struve Hensel 
to Col. J. Thomas Schneider, who at that time was Chairman of the 
Munitions Board. 

Mr. Smaut. No. He was Government Chairman of this particular 
Committee. 

Mr. Goupsrrern. I beg your pardon. 

Mr. Smaui. He was Government Chairman of this particular 
Committee. 

Mr. Gotpsrern. Yes. I am sorry. 

Mr. Smaui. And not of the Munitions Board. 

Mr. Gowpsretn. I misspoke. 

Now, from that letter, that I would like to have in the record, I 
should like to read one paragraph. This is Mr. Hensel speaking: 

I have also recommended that the Industry Committee, or rather industry in 
general, try to appoint one top-level man to keep in continuous touch with you 
and with the progress of your study. 

Would it be fair to state that as early as November of 1949 there was 
some thinking in the Munitions Board about the employment of a 
person for the purpose of working on liaison matters, such as Mr. 
J. Anthony Panuch was eventually hired for? 

Mr. Sway. I was not here, so that I do not know first hand, but I 
believe that that was right, that they did know what they were 
thinking about. 

(The letter referred to follows:) 


ExHipir No, 43 


Carrer, Lepyarp & Mibrurn, 
New York, N. Y., November 21, 1949. 
Col. J. THomMas SCHNEIDER, 
Chairman, MB Industry Advisory Committee on Military-Contractor 
Relationship, Munitions Board, Washington, D.C. 

Dear CoLONEL SCHNEIDER: Many thanks for your letter of November 15, 1949, 
and the enclosures mentioned therein. 

I have been able to start on the work of my subcommittee, but I am not sure 
whether I will be able to finish it. I am leaving for Europe on December 2 on 
business, to be gone from 4 to 6 weeks, and I doubt whether I will be able to get 
agreement on the basic philosophy for the study by that time. 

I have somewhat revised the short memorandum which I gave to you, and I 
am enclosing herewith a copy of the last revision. This has been sent not only 
to members of my subcommittee but to all members of the Advisory Committee 
and has been approved in substance by Mr. Schwanhausser. Handling this com- 
mittee work by correspondence seems to be the only practicable method, but it is 
on the slow side. 

I have also recommended that the Industry Committee, or rather industry in 
general, try to appoint one top-level man to keep in continuous touch with you 
and with the progress of your study. 

I am sorry that I have to leave the country just at this time, but I have no doubt 
that your study will still be in process when I return. 


Sincerely yours, — lestiaiine 
. Struve HENSEL, 


Mr. Gotpstern. Now, once again, sir, relating to the question of the 
letter of July, I would like to have accepted for the record a letter of 
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June 1, 1950, to Mr. Struve Hensel by Cornelius Lynde, adviser «) 
contract relations for the Munitions Board, and I should like to rea 
this letter in full, if I may, Mr. Chairman. [Reading:] 


My Dear Strvuve: I am beginning to wonder whether the proposition of organiz 
ing the Advisory Committee machinery has bogged down. I had hoped by now 
to hear something definite about this because Collyer— 


I believe that is Mr. Collyer of Goodrich— 


wrote me he had a session due with Panuch, as I recollect it, last Monday. What 
is the situation, and is there anything I can do to push it along? 

I ran into Douglas at the aircraft industry gathering at Williamsburg, and he 
told me he was quite opposed to the idea. I explained to him that there was 
perhaps one function of the Committee which its members might not so far fully 
appreciate—the opportunity for the Committee through my office to present the 
views of industry to the Munitions Board quite directly and without involving 
any personal embarrassment. The concerns represented on the Committee are 
not doing business with me. No contracts or questions concerning profits are 
directly involved, and I feel at liberty to present gripes of industry concerning the 
handling of procurement, and I think under proper circumstances I can be reason 
ably certain these will receive consideration. I was not able, however, to be very 
sure that Douglas either grasped what I was attempting to explain or could see 
much benefit in it. 


Now, with reference to that letter, sir, would it be fair to infer that 
Mr. Lynde, of the Munitions Board, was interested in making sure 
that Mr. Panuch was employed, or someone of his type, by certain 
members of the committee ? 

Mr. SMALL. I am told that at that time he furthered the idea, think- 
ing that it would be helpful, but that he later became skeptical of the 
propriety. 

Mr. GotpstErn. So it would be fair to say that a month later he 
changed his mind ? 

Mr. Smatx. Yes. 1 am told that he did very definitely. I do not 
know. 

(The letter referred to follows :) 


ExHipitT No. 44 
JUNE 1, 1950). 
H. Srruve HeENset, Esq., 
Carter, Ledyard & Milburn, New York, N. Y. 

My Dear Strvuve: I am beginning to wonder whether the proposition of organ- 
izing the advisory committee machinery has bogged down. I had hoped by now to 
hear something definite about this because Collyer wrote me he had a session 
due with Panuch, as I recollect it, last Monday. What is the situation, and is 
there anything I can do to push it along? 

I ran into Douglas at the aircraft industry gathering at Williamsburg, and he 
told me he was quite opposed to the idea. I explained to him that there was 
perhaps one function of the committee which its members might not so far fully 
appreciate—the opportunity for the committee through my office to present the 
views of industry to the Munitions Board quite directly and without involving 
any personal embarrassment. The concerns represented on the committee are 
not doing business with me. No contracts or questions concerning profits are 
directly involved, and I feel at liberty to present gripes of industry concerning 
the handling of procurement, and I think under proper circumstances I can 
be reasonably certain these will receive consideration. I was not able, however. 
to be very sure that Douglas either grasped what I was attempting to explain 
or could see much benefit in it. 

Very sincerely, 
CorNELIvs LYNDE, 
Adviser on Contractor Relations. 


Mr. Gotpsteinx. Now, sir, the chairman requested that the letter of 


June 27, 1950, to which the July letter was a response be supplied, and 
your office has done so, and I would like to have that accepted for the 
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record. And I would merely like to read at this point one paragraph. 
This is a letter from Mr. Hensel to Mr. Lynde, in which he says: 

It seems to me that, under the circumstances, it is entirely proper for business 
and industry to make such arrangements— 

He is referring to arrangements for the compensation of Mr. Panuch 
by the members of the committee. 

That such arrangements will also benefit the Government and our people 
should not in any way place a restriction on industry and business as to either 
the research to be done or the rates of compensation to be paid. 

Do you understand that letter to mean, sir, that the benefits to the 
Government through the employment of Mr. Panuch would be only 
incidental to some other benefits that might be derived from his 
employment ? 

Mr. Smau. That is long before my time. I cannot answer that. 

Mr Goxpsrern. I see, sir. There was no official Munitions Board 
position on that, I take it ? 

Mr. Smauv. No. 

Mr. Goupstern. Did the Munitions Board in its future relation- 
ships with the Advisory Committee take into consideration the fact 
that Mr. Hensel, in writing to Mr. Lynde, would seem to indicate 
that the benefits to be derived from Mr. J. Anthony Panuch’s reten- 
tion by certain members of the committee would be, in terms of benefit 
to the Government, incidental ? 

Mr. Sma. I am not sure what you are driving at. 

Mr. Ferderer, would you take it that this letter of July 6 was—— 

Mr. Ferperer. That is correct. It was an answer to that letter. 

Mr. SMA. It was in answer to that letter. So there was a position 
taken. 

Mr. Gotpstern. Yes. But what I am trying to get at, sir, was, 
did this particular paragraph create any impression whatsoever on 
the Munitions sll ps to the results to be expected from the employ- 
ment of Mr. Panuch ¢ 

Mr. Sma. I do not know the answer to that. 

(The letter referred to follows :) 


Exuisir No. 45 


CARTER, LEDYARD & MILBURN, 
New York, N. Y., June 27, 1950. 
CORNELIUS B. LyNpe, Esq., 
Chairman, Industry Advisory Committee on Military-Contractor Relations, 
Munitions Board, Pentagon Building, Washington, D. C. 

Dear Mr. LYNDE: As you know, I am a member of the subcommittee entitled 
“Industry Advisory Committee on Military-Contractor Relationship, Munitions 
Board” and am the author of the suggestion that the Advisory Committee can 
best function and best present the views of industry to the Munitions Board 
by the employment of a top-level representative who is both articulate and 
imaginative and has had experience with military procurement. 

I understand that certain questions have been raised with respect to the 
public relations problem if such representative is employed at compensation 
exceeding Government rates and more equivalent to rates paid by business for 
personal services. 

Consequently, I thought it worth while to outline in a little more detail the 
proposal now under consideration. The various men on the Advisory Com- 
mittee believe that they will be able more satisfactorily to function if they secure 
the assistance of a top-level man of the type above suggested. They and their 
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companies believe the matter of military procurement so important that their 
companies are willing to furnish them with expert assistance in this respect. 
Consequently, the man retained to. perform these services will be employed «as 
special counsel or special adviser to the companies of which the respective mem.- 
bers of the Industry Advisory Committee are officers and employees. It is possible 
that because of the importance of this matter to industry, other companies wil! 
also employ such man on a similar basis and, through him, forward their ideas 
and views to the Industry Advisory Committee members. 

Because of the impossibility at present of being sure just how much time of 
that special counsel or special adviser will be required and for how long, it is 
impossible to state just what amounts will be paid to him. It can, however, be 

said that the compensation to him will substantially exceed the rates paid in 
the Government service and will be commensurate with compe nsation rates paid 
to professional men in private industry and business. 

It seems to me that, under the circumstances, it is entirely proper for business 
and industry to make such arrangements. That such arrangements will also 
benefit the Government and our people should not in any way place a restriction 
on industry and business as to either the research to be done or the rates of 
compensation to be paid. It is certainly a matter of individual judgment as 
to how each member of the Industry Advisory Committee can best present his 
views, and I do not see any difference between employing a special counsel or 
special adviser and utilizing the services of a man or a firm already on the 
payroll or already retained at substantially similar rates. The same comment 
is equally applicable to the rates of pay received from their respective companies 
by the members of the Advisory Committee itself. 

I cannot see where any statute of the United States is violated. The man in 
question will not be working for the Government in any way and the fact that 
his work may benefit the Government is, in my opinion, something to be very 
much pleased about. 

I hope these views will be of assistance in overcoming any doubts or worries 
which may be expressed. Personally, I think industry should be complimented 
on thus trying to assist in solving this problem, which is very important to all 
of us. Final decision will, of course, remain with the Munitions Board, but all 
industry will know that, whatever decision is reached, it will be reached only 
after a consideration of the views of industry, carefully thought out and care- 
fully presented. 

Sincerely yours, 
H. Srruve Henser. 


Mr. Gotpstern. I would merely like to submit for the record, for 
purposes of completeness, a letter of July 10, from Mr. Hensel to 
Mr. Lynde. 

The Cuatrman. That is accepted. 

(The letter referred to follows:) 


Exuipit No. 46 


Carter, Lepyarp & MILBURN, 
New York, N. Y., July 10, 1950. 
CorNeEtivs B. Lynpbe, Esq., 
Chairman, Industrial Advisory Committee on 
Military-Contractor Relationship, 
Munitions Board, Pentagon Building, Washington, D. C. 

Dear CONNIE: Many thanks for your letters of July 6 and 7, 1950. I think 
they clear the atmosphere and I will send a copy to Fred Crawford. 

I have spoken to Joe Panuch and he will be in Washington Wednesday morn- 
ing of this week and will telephone you for a meeting. He is ready to be at 
your service. 

Sincerely yours, 
H. Srruve HEeNsEL. 


Mr. Gorpsrern. Could you tell the committee, Mr. Small, whether 
there are any other advisory committees to the Munitions Board that 
have counsel retained by certain members of the committee for com- 
mittee purposes ¢ 

Mr. Satu. Not to our knowledge. 
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Mr. Goupsrern. I would merely like to clear up one further point. 

With reference to the questions of last Tuesday, as to the procure- 
ment status—and it is understood, of course, that the Munitions Board 
does not have any power in the letting of contracts—the procurement 
status of certain members of the Advisory Committee on Military- 
Contractor Relationship, we discussed the procurement status of cer- 
tain of these members during World War I and World War II, and 
I wonder if my figures are correct, sir, that the B. F. Goodrich Co., 
represented by Mr. John Collyer, was one of the top 100 prime con- 
tractors during the World War II period; that the General Motors 
Corp., represented by Mr. Harlow H. Curtice, was the top contractor 
during the World War II period and the present period; that Mr. 
Donald W. Douglas’ firm, Douglas Aircraft, was among the top 100 
during both periods; that the Sperry Co., represented by Mr. Thomas 
R. Morgan, also was in the top 100, both in the last war and the pres- 
ent situation; that the Standard Oil Co., represented by Mr. M. J. 
Rathbone, is also in that position, as is the Newport News Shipbuild- 
ing & Drydock Co., represented by Mr. John B. Woodworth ¢ 

Do those facts gibe with you information, sir? 

Mr. Smaui. I frankly cannot follow you. But if you say they are 
correct, I must assume that they are correct. I will accept them. 

Mr. Gotpstern. May I say, sir, if I am in error, would you please 
advise me so that I may correct the record ? 

Mr. Sma. We will check the transcript and advise you if there is 
anything wrong with them. 

Mr. Kinston. Mr. Chairman, might I correct the record at this 
point, by pointing out that this Committee had its last meeting in 
April of 1950. With the advent of hostilities in Korea, the Com- 
mittee’s activities ceased, and the Committee has been dormant since 
then 
If we are trying to tie in here certain Committee members as being 
connected with industries who now are large war product producers, 
the facts are they were inactive as Committee members for us during 
this present period from July 1950 until the present time. 

The Cramman. There are no deductions to be made one way or 
the other. We simply want to have the record reflect the facts. That 
is all. 

Mr. Stevens. Mr. Small, when did you become Chairman of the 
Munitions Board ¢ 

Mr. Smatu. November 16, 1950, 

The Cuatmnman. I think that will terminate your testimony and 
that of your associates on the Munitions Board. 

For the committee, I want to express my thanks to you for your 
patience and kind endeavors and your cooperation. 

Mr. Smauyi. Thank you very much, Mr. Chairman. 

The Cuarmman. The subcommittee will stand recessed until 
2 o'clock, 

(Whereupon, at 12: 15 p. m., the subcommittee recessed until 2 p.m. 
of the same day.) 

AFTERNOON SESSION 


Present: Representatives Celler (chairman). Bryson, Rodino, 


Keating, McCulloch, and Hillings. 
Also present: E. Ernest Goldstein, John Paul Stevens, John F. 


Woog, and Jerrold L. Walden. 
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The Cuarman. The meeting will come to order. 

Our first witness this afternoon is our distinguished colleague fro», 
California, Representative Engle, and we will be very happy to hear 
from him. ' 

Mr. Enore. Thank you very much, Mr. Chairman. 

The CHamman. Give your name and your address to the 
stenographer. 


STATEMENT OF HON. CLAIR ENGLE, A REPRESENTATIVE IN CON. 
GRESS FROM THE SECOND CONGRESSIONAL DISTRICT OF THE 
STATE OF CALIFORNIA e 


Mr. Enetr. My name is Clair Engle. I represent the Second Con- 
gressional District in California. 

Mr. Chairman, the invitation to appear before your subcommittee 
resulted from a couple of articles which appeared in the Congres- 
— Record involving a controversy I had with Mr. Fred Searles, 

r. 

Mr. Fred Searles, Jr., is president of the Newmont Mining Corp. 
During the last war he was mining adviser to Mr. James Byrnes, who 
was then the Economic Stabilizer. 

More recently he has been called in as the chief mining adviser 
to Mr. Charles Wilson, which puts him in somewhat an identica! 
position as that which he held during the Second World War. 

My experience with Mr. Searles with reference to the development 
of domestic mining goes back through the Second World War, the 
time subsequent to that, when we were trying to develop domestic 
mining in this country, and then up to the present time. 

On February 15 of this year Mr. Searles was called into an executive 
session with the Committee on Interior and Insular Affairs of the 
Senate. At that time his philosophy with reference to the domestic 
mining program was developed by Senator O'Mahoney. 

In some way or another, Mr. Drew Pearson got hold of that record, 
and ran it in one of his columns in which he quoted Mr. Searles’ test:- 
mony before Senator O’Mahoney’s committee. I am sure that your 
subcommittee counsel has a copy of that release by Mr. Pearson.” 

As soon as I saw the release from Mr. Pearson, I got in touch with 
Senator O’Mahoney, and asked him to release this record to me for 
use in connection with the Subcommittee on Mines and Mining of 
the House, and I thereupon asked the chairman of our subcommittee, 
Mr. Ken Regan, to hold a hearing and get this out of executive session 
and into the open. 

Mr. Searles was invited to appear before our committee and testify 
at that time. In opening the hearing, I made the statement—that 
hearing was April 6 of this year—that one of the purposes of the 
hearing should be to determine whether or not the administration of 
the domestic mining program as contemplated by Congress in the 
Defense Production Act of 1950, and as encouraged by the Congress 
in the Excess Profits Tax Act, enacted in January—whether or not 
the program that Congress wanted to put into operation was in fact 
in the hands of people fundamentally opposed to the basic purposes 


* See exhibit No. 47-—B, infra, p. 383. 
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we had in mind, namely, the encouragement of the development of 
the domestic mining industry, so that this country would not be the 
victim of a costly and dangerous dependence upon foreign importa- 
tions of these critical and strategic minerals and metals which are an 
absolute essential to the Nation in time of war, and very basic to our 
needs in time of peace. As one of the illustrations of why I raised 
that question, I cited the testimony of Mr. Fred Searles. 

Now, at the time the hearings occurred, Mr. Fred Searles did not 
appear, but Mr. Wilson sent a letter down saying that Mr. Searles had 
severed his relationship with his office, that is, the Office of the Defense 
Mobilizer. 

It appears that Mr. Searles was in on a consulting basis. He was a 
so-called dollar-a-year man, his salary presumably being paid by the 
Newmont Mining Co., or whatever other interests from which he 
secures his compensation. 

At any rate, he did not cut himself off from a job which paid any- 
thing; he just terminated his formal relationship as mining adviser to 
Wilson, and he did not show up. 

Now, he resented that, for some reason or other—that is, the fact 
that I had referred to him—and so he apparently contacted Governor 
Byrnes, and Governor Byrnes wrote a letter to my friend and our 
colleague, Congressman Richards, and on April 13, a long letter from 
Mr. Searles was put in the record by Congressman Richards, with 
quite an elaborate and commendatory letter by Gov. Jim Byrnes. 

Now, without any reflection on Governor Byrnes at all, Gov. Jim 
Byrnes has been a vice president of the Newmont Mining Corp. of 
which Mr. Fred Searles is president, and I assume that he still holds 
some Official connection with that company. 

Mr. Watpren. Was Mr. Searles also an adviser to Governor Byrnes 
during the last war? 

Mr. Enere. Yes, sir. I mentioned that. He was chief mining 
adviser to Jim Byrnes during the time that Jim Byrnes was Economic 
Stabilizer, with his office in the White House. 

During the war, we ran across Mr. Fred Searles’ foot tracks. and 
that is referred to in a report by the Senate subcommittee of the 
Senate Committee on Small Business. 

The CuatrmMan. What date is that? 

Mr. Enete. That report is Subcommittee Print No. 6 to the Seven- 
ty-eighth Congress, second session, Preliminary Report of the Sub- 
committee on Mining and Minerals Industry, pages 12 and 13. I 
think that Mr. Walden perhaps has the date of the report. It does 
not appear on this memorandum I have.” 

In any event, this report comments very adversely on the activities 
of Mr. ashen saying that even at that time when we were right in 
the middle of the war, he was opposing the development of the domes- 
tic sources of these minerals and metals, which are so essential to the 
continuation of a war by our country. 

The Cuarrman. Do you want that report placed in the record / 

Mr. Encie. I would like to have it placed in the record, and I 
would like to have Mr. Pearson’s column placed in the record. I 
assume that your committee staff has them. 

The Cuatrman. That will be accepted in the record. 


* The report referred to is dated 1944. 
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(The subcommittee print and column referred to follow :) 


{From Senate Subcommittee Print No. 6, 78th Cong., 2d sess., Preliminary Report of the 
Subcommittee on Mining and Minerals Industry, pp. 12-13] 


Exurbir No. 47—A 
RESTRICTIVE DOMESTIC MINING POLICY NEVER WAS RELAXED 


Disapproval of new domestic mining projects and expansions, particularly in 
the field of critical copper, continued right through the tight period. More than 
30 domestic projects which were optimistically prepared for approval by the 
Primary Production Section, Copper Division, some pending for more than 2 
years, still are held in abeyance. The chances now appear small that any of 
these will be permitted to operate during this war. The loss of domestic copper 
to the war effort up to the fall of 1943 is estimated at well over 250,000 tons. At 
the same time herculean efforts were made to keep imports at the maximum 
figure. By good fortune no important interference with the shipping program 
occurred and there were no domestic or foreign stoppages of consequence so 
that a reasonable copper sufficiency has been maintained in spite of the restriec- 
tive domestic policy. 

The philosophy of those who advocate a policy of scarcity and who have the 
big-mine complex is best illustrated by extracts from a letter dated December 
22, 1942, written by Fred Searles, Jr., who then was Director of the Facilities 
Bureau. Searles resigned his position when Vice Chairman Ferdinand Eber- 
stadt, principal exponent of the “economy of scarcity,” left War Production 
Board at the request of Donald M. Nelson, but he reappeared shortly thereafter 
in a stronger position as production adviser to James F. Byrnes, Director of the 
Office of War Mobilization. Searles is closely connected with the Newmont 
Mining Corp., the well-known holding company for mining stocks. There is 
no reason to believe that Searles or his former associates and friends in the 
War Production Board ever receded from the position expressed in his letter 
despite the Roosevelt-Nelson-Wilson policies. 


THE MINING POLICY EXPRESSED BY FRED SEARLES, JR. 


Searles stated (and keep in mind the date, December 22, 1942) : 

“It has seemed to me that in the year 1945, at least, we are so short of most 
materials and so short of labor that we should not expend any considerable 
quantities of steel and of labor in order to increase slightly our production of 
copper, zine, and other scarce metals in later years. * * * The United States 
is not an unprospected country; and while there are still small and marginal 
or submarginal mineral deposits remaining unworked and best mines are being 
worked, and while there is a shortage of mine labor, the diversion of it to mar- 
ginal mines leads not to increase but actually to decrease of production.” 

This statement of Searles indicated a total lack of realization of the labor 
conditions pertaining to small mining enterprises, which tap supplies of “mar- 
ginal” labor unavailable to large mines. 

Searles continued : 

“Meanwhile, in order to permit production at all at the marginal plants, very 
large tonnages of steel and quantities of motors and electrical equipment, and 
other things would have to be delivered to these new plants, that are urgently 
needed, and lack of which is delaying expansions like those for rubber, alloy 
steel, or aluminum. It is, of course, unfortunate that we did not foresee al! 
of this in 1940 or even in 1941, but I am convinced that to try to cover this error 
by equipping such properties in 1943 will not increase our production in 1943 
and will seriously hinder the over-all war effort. 

“If the war lasts a long time, the situation may change again * * *. In 
1944 much of the wartime construction will be done, and it is quite possible that 
productic nm of matériel for the Army, at least, will have reached a point where 
it will be easier to do a number of things we would like to do, but which can be 
dond in 1948 only at the expense of more urgent construction and production.” 

It wonld hardly occur to the reader of this interesting document that Searles 

was talking about the primary production of metals, and especially ecopper— 
upon which the fabrication of the very items he declares to be scarce depended 
for their existence. This certainly was placing the cart before the horse with 
a vengeance. Unfortunately this Searles policy, which could only have been 
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pased on a “short war viewpoint” was adopted by and steadily influenced many 
of the War Production Board mineral divisions, its Ortice for Manpower Require- 
ments and the Facilities Bureau, its committees and its successors to the present 
date, the Roosevelt-Nelson-Wilson policy to the contrary notwithstanding. As 
production adviser to Office of War Mobilization Director Byrnes, it is not to be 
expected that Searles’ influence has been less than it was in his previous inferior 
position. 


THE WAR PRODUCTION BOARD COPPER DIVISION ANNOUNCES A LIBERAL POLICY 


In the face of the facts which show that many new and expanded copper 
projects were disapproved consistently on the basis of the Searles policy almost 
since the beginning of the war, the following statement of George B. Holderer, 
of the War Production Board, Copper Division, made at the April 7, 1943, hear- 
ing of the Mining and Minerals Subcommittee of the Senate Small Business 
Committee, at Prescott, Ariz., merely added to the contusion. 

* * * * + Ps * 


Exutigir No. 47-B 


{Excerpt from the Washington Merry-Go-Round, by Drew Pearson, March 20, 1951] 
LogspyiIst ADVISER 


It is almost unbelievable, but Mobilizer Charles Wilson is getting his advice 
on minerals from a lobbyist for foreign mining interests. 

Wilson’s top mining consultant is Fred Searles, Jr., who used to lobby on 
Capitol Hill against domestic mining programs but now does his lobbying from 
the inside. In other words, he has been hired to advise what the Government’s 
policy should be on securing minerals for defense. Yet, at the same time, he 
is president of Newmont Mining Co. which has a rich stake in South African 
mines. This is another shocking example of how private interests have in- 
filtrated into the defense agencies to grind their own axes. 

For instance, here is the type of advice that Searls has been whispering into 
Wilson’s ear: 

1. Searles is against Government subsidies to domestic mines, though his own 
foreign mining interests have received ECA aid. 

2. He is opposed to an expansion and exploration program for domestic min- 
ing, but prefers to have the Government buy from foreign sources, 

3. He favors a reduction in the appropriations for stockpiling, though this 
country is still dangerously short of strategic materials. 

Searles admitted these views behind closed doors to the Senate Interior Com- 
mittee, which called him on the carpet after discovering he was Wilson's ad- 
viser on mining. Here are highlights from his startling but frank, secret testi- 
mony. 

“Any type of subsidy for mineral development is objectionable. It tends to 
socialize the industry,” Searles bluntly told the committee. 

Chairman Joe O'Mahoney, Wyoming Democrat, snorted his disagreement and 
thumbed through an old copy of Fortune magazine. He found an article about 
South African mines, and read how they received “low taxes and liberal de 
preciation allowances from the Government of South Africa.” 

“Do you think that’s a subsidy 7” demanded O'Mahoney. 

“But that doesn’t do us any good because we also have to pay American taxes,” 
shrugged Searles, whose Tsuneb mine in South Africa is one of the world’s 10 
leading producers. 

“Unfortunately, a large number of American citizens are paying taxes now,” 
O'Mahoney retorted icily. “You make a distinction between Government subsi- 
dies to your mine, but you want the Government of the United States to deny 
those subsidies to your competitors in the United States. This raises the ques- 
tion of what kind of advice you are going to give Mr. Wilson on expanding our 
national production.” 

“Did yon get ECA help to open those [South African] mines?’ broke in 
Senator Clinton Anderson, New Mexico Democrat. 

“Yes,” admitted Searles. 

“And when those were opened, several smaller mines in this country were 
forced to close, throwing many workers out of jobs,” snapped Anderson. 
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“You feel you are in a position to give Mr. Wilson impartial advice?” demanded 
Anderson. “If you can persuade him not to give help to open and expand mines 
in the United States, then we must look to sources outside of the United States 


for raw materials.” 
“Mines come, die off, and mines go. The best way to help mines here is to 


leave them alone.” 
“I'm trying to find out if your interests in foreign mines are so great that 


you'll be prejudiced in your advice to Mr. Wilson,” the New Mexico Senator jer 
sisted. “Our miners feel your opposition (to expanding domestic productivn ) 
was based on your foreign interests.” 

“TI feel the urgency of the war program requires us to get all the metals into 
this country as fast as possible. Where they come from is of secondary im 
portance,” Searls replied in a patriotic little speech. 

But under questioning, he admitted sheepishly that his own South African 
mines sold most of their production to Europe. 

“Where do vou ship copper?” asked Senator Herbert Lehman. 

“Belgium, France, Italy, and England,” reported Searles. 

“Then the United States doesn’t receive any benefits of the ECA help your 
company has received.” 

“That's correct,” said the man who advises Wilson on minerals. 

Mr. Warpen. Mr. Engle, it would save time if you would please 
read the second paragraph of that report on this printed page. 

Mr. Eneie. I am reading from the second paragraph of the report, 
and I am quoting: 

The philosophy of those who advocate a policy of searcity and who have 
the hig-mine complex is best illustrated by extracts from a letter dated Decem- 
ber 22, 1942, written by Fred Searles, Jr.. who then was Director of the 
Facilities Bureau. Searles resigned his position when Vice Chairman Ferdinand 
Eberstadt, principal exponent of the “economy of scarcity,” left War Produc- 
tion Board at the request of Donald M. Nelson, but he reappeared shortly 
thereafter in a stronger position as production adviser to James F. Byrnes, 
Director of the Office of War Mobilization. Searles is closely connected with 
the Newmont Mining Corp., the well-known holding company for mining stocks 
There is no reason to believe that Searles or his former associates and friends 
in the War Production Board ever receded from the position expressed in his 
letter despite the Roosevelt-Nelson-Wilson policies. 

Mr. Searles’ letter is quoted here at some length, and the Senate 
subcommittee comments very caustically on it. 

Mr. Watpen. Excuse me, Mr. Engle. before we leave the report 
of the Senate subcommittee, did that subcommittee report indicate 
that Mr. Searles had actually sat on applications for the expansion 
of domestic production? 

Mr. Enerr. Oh, yes. They had, it seems to me, 30 different prop- 
erties, largely copper, which could be brought into production very 
quickly, and for some unkown reason although it was all set up and 
ready to go, nothing happened whatever. 

Mr. Wantpen. Mr. Chairman, I would like to introduce the list 
of thirty-odd expansion programs which Mr. Engle referred to into 
the record. 

The CuarrmMan. That will be accepted. 

Mr. Enerr. That list, incidentally, was developed by the sub- 
committee of our Mines and Mining Committee here recently. I 
think that is a total, is it not, Mr. Walden, of 30 separate projects, or 
is it 2O# 

Mr. Warpen. Thirty-eight-odd here; although some of them were 
developed, so that there are 





Mr. Stevens. Mr. Chairman, I take it that as part of the material 
introduced in the record, there will be included in the record the let- 





te 
al 





7 
fl 














STUDY OF MONOPOLY POWER 385 


ter signed by Mr. Searles which explains the policies he has adopted, 
and in which he tries to justify those policies ? 

Mr. EnGue. Yes. 

The CuatrmMan. That will be received. 
(The letter and list referred to follows :) 


Exuisir No. 48-A 
[Letterhead of War Production Board] 
DECEMBER 22, 1942. 
Hon. CARL HAYDEN, 

United States Senate, Washington, D. C. 

DEAR SENATOR HAYDEN: Mr. Nelson has asked me to reply to your letter of 
December 12 addressed to him, I think because he thought that I was pretty 
well acquainted with the Arizona mines and also because I have been responsible 
in part, for the policy discussed in the first page of your letter. 

It has seemed to me that in the year 1943, at least, we are so short of most 
materials and so short of labor that we should not expend any considerable 
quantities of steel and of labor in order to increase slightly our production of 
copper, zinc, and other scarce metals in later years. As you and I both know, 
the United States is not an unprospected country, and while there are still small 
and marginal or submarginal mineral deposits remaining unworked, the best 
mines are being worked; and while there is a shortage of mine labor, the diver- 
sion of it to marginal mines leads not to increase but actually to decrease of 
production. 

I think it cannot be gainsaid that copper production in your State this year 
would have been at least 10 percent larger if it were not for the unfortunate 
shortage of miners in the first 8 months of the year. We both know the tendency 
that miners have to leave a deep mine which is in regular operation to take a job 
in a new developing camp where there is more interest and less monotony. I 
think if we had started up Silver Bell as some people wanted to do, Bisbee would 
have lost two or three hundred men to it, and there would have been a further 
decrease in Bisbee production, not only during the time that Silver Bell was 
developing, but afterward because of the smaller number of pounds of copper 
produced per man shift in this marginal deposit. 

If we had built a bigger mill at Christmas and increased production there, the 
output per miner would have been about 1 ton per day of 3 percent ore, whereas 
if the miner came from Magma, he would have been producing 2'4 or % tons of 
5 percent ore, or if he came from Ray, he would have been producing 30 tons 
of 1 percent ore. 

Meanwhile, in order to permit production at all at the marginal plants, very 
large tonnages of steel and quantities of motors and electrical equipment, and 
other things would have to be delivered to these new plants, that are urgently 
needed, and lack of which is delaying expansions like those for rubber, alloy 
steel, or aluminum. It is, of course, unfortunate that we did not foresee all of 
this in 1940 or even 1941, but I am convinced that to try to cover this error by 
equipping such properties in 1943 will not increase our production in 1943, and 
will seriously hinder the over-all war effort. 

If the war lasts a long time, the situation may change again. The construction 
program, which will have to be carried through in 1943, in spite of everything 
we can do to cut it, will consume 20 percent of the total manpower and critical 
materials that can be devoted to the war effort during that year. By 1944 much 
of the wartime construction will be done and it is quite possible that production 
of matériel for the Army, at least, will have reached a point where it will be 
easier to do a number of things we would like to do, but which can be done in 

1943, only at the expense of more urgent construction and production. This is 
the way that, as Director of the Facilities Bureau, I have looked at this problem. 
i have respect for your experience and knowledge of these matters, and I would 
be glad to sit down and discuss this policy with you at any time. 

As far as the Hillside mine of the Boulder Mining Co. is concerned, I must 
confess that, familiar as I am with that immediate region, I do not have any 
personal recollection of this mine, but I am advised that the production has 
amounted to only 1 ton per man shift. Of course, the precious metal content 
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might help that out a little as far as dollar cost is concerned, but it does not 
help it in the cost of per pound of zinc, when measured in terms of manpower and 
critical materials. 

It is true that we will import zinc concentrates in 1943, and also, we hope, in 
1944, largely as returned freight from Australia and South America. But ip 
times like the present, there is need for every miner and every piece of equip- 
ment that can be made within the country, we must consider ourselves fortunate 
in having such foreign tonnage available. 

I would be glad, as stated above, to talk this whole matter over with you, 
but I do not believe that the Hillside mine of the Boulder Co. should be developed 
during 1943, and I think, generally, that the general policy above outlined should 
be adhered to. 

Very truly yours, 
FRED SEARLES, Jr. 
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Mr. Eneir. That is here, and I take it this is an excerpt that I have 
with me now, but I think the whole letter could be made very readily 
available from the record. 

Mr. Bryson. Do you plan to include the letter? I believe you said 
you wished to include the letter from Mr. Searles to Gov. James 
Byrnes, and the Governor's reply. 

“Mr. Enere. Yes; I will offer them. The letter from Mr. Searles 
was directed to Mr. John R. Murdock, Congressman John R. Murdock, 
the chairman of our committee, and the letter from Governor Byrnes 
was addressed to Congressman Richards, and they all appear in the 
Congressional Record under date of April 15, 1951, pages A2152- 
A2153. 

The Cuarrman. That will be accepted in the record. 
(The material referred to follows :) 
ExHiBir No. 49 
CoRRECTING AN INJUSTICE ro FRED SEARLES, on. 


(Extension of remarks of Hon. James P. Richards of South Carolina in the 
House of Representatives, Friday, April 18, 1951) 


Mr. RicHarps. Mr. Speaker, recently Representative Engle, a member of the 
Committee on Interior and Insular Affairs, criticized Mr. Fred Searles, Jr., in 
connection with his services as assistant to Mr. Charles E. Wilson, Director of 
Defense Mobilization. 

As Mr. Searles was never given the opportunity to be heard by the committee, 
I am including in my remarks copy of letter directed by Mr. Searles to the 
Honorable John R. Murdock, chairman, Committee on Interior and Insular 
Affairs, and a letter from Gov. James F. Byrnes, of South Carolina, former 
War Mobilization Director, under whom Mr. Searles served. It appears to me 
that an injustice has been done a man who has served his country unselfishly, 
patriotically and well, and I want the record to show it. The letters follow : 


NEWMONT MINING Corp., 
New York, N. Y., April €, 1951. 
Hon. JoHNn R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
House Office Building, Washington, D. C. 

Drar Mr. CHAIRMAN: Current daily papers of New York and Washington have 
carried statements that Representative Engle of your committee has called for 
my resignation or at least attributed my recent resignation as Assistant to the 
Director of Defense Mobilization to improper conduct in my position. I under- 
stand that it is charged that I have used my position to benefit the Newmont 
Mining Corp., of which I am president, while opposing proposed subsidies under 
the Defense Act to other mining companies or individuals. 

Inasmuch as your committee had requested me to testify today in respect to 
those matters, I had expected to use the opportunity to refute such charges and to 
defend my views. Since you have now canceled the hearing, and left me no 
opportunity to defend myself, I am using this letter as a means of doing so and 
respectfully request that you make it a part of the permanent public record of 
the committee. 

At the request of Mr. Wilson and General Clay, who is a friend of mine from 
the last war, I entered the service of the Office of Defense Mobilization on 
December 27, 1950. 

Prior to entering the service, I advised Mr. Wilson and General Clay that the 
only possible reason I could think of for not complying with their request, 
was that I understood that the Magma Copper Co., in which Newmont owned 
at that time and still owns a share interest of about 22 percent, had been requested 
by the Defense Minerals Administration to equip its San Manuel property; 
and that a negotiation was being had, with which, however, I had had no con- 
tact or connection. I also explained that I had never been an officer or director of 
Magma Copper Co. Mr. Wilson and General Clay stated they could see no 
objection to my aiding them in the capacity of an adviser on materials. I have 
had no contact of any kind with such negotiations in Washington, New York, 
or elsewhere. 
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General Clay further explained that I would probably not have any direct 
responsibility or connection with the negotiations for expanding domestic mi). 
eral production, anyway, because under the set-up and regulations, these matters 
would be in the hands of DMA, unless some dispute arose or some question 
requiring Mr. Wilson’s attention was brought up. I have had no connection or 
even discussion regarding the various projects for expansion of domestic miner:| 
production, except to deliver to Mr. Boyd and Mr. Larson—on one occasion-- 
an expression of anxiety on the part of Mr. Wilson that the aluminum-expan- 
sion contracts were not proceeding fast enough. 

I have, as a result of experience in the last war, been opposed to subsidivs 
being paid to marginal mines and undeveloped prospects during the periods of 
full employment, believing that the desired end is not accomplished by these 
measures. My testimony before the Senate Committee on Interior and Insular 
Affairs, which has apparently been made available to Mr. Engle, sets forth the 
loss in total nonferrous production which occurred during the last period of 
subsidies. 

The desired end could be very much better accomplished by minor changes jn 
the tax laws to permit “expensing” of exploration development by mining co: 
panies, and in the case of small mines and small deposits, to permit an eas) 
write-off of losses incurred by owners or participants én development when efforts 
to develop and operate incur losses. In this connection the recommendativs 
of the American Mining Congress should be given serious consideration, 

While in Washington I wrote a letter to Mr. Harrison, of the DPA, and di: 
cussed with Mr. Boyd, of the DMA, these ideas. Neither of them agreed with 
me to the point of believing that subsidies to domestic marginal mines ani 
prospects could be avoided. Whereupon I dropped the matter, except that I 
also tried to explain my position in this respect to the Senate Committee on 
Internal and Insular Affairs on February 13. 

I resigned from the Office of Defense Mobilization because the business of my 
company required my constant presence. My resignation was before, and not 
because of, the criticism of your committee. 

I have cleared the above statements with Gen. Lucius D. Clay, who authorizes 
me to state that he will confirm them to the committee if requested. 

Mr. Engle is also quoted as having lifted out of its context a sentence in my 
testimony before the Senate Interior and Insular Affairs Committee to the effect 
that “any type of subsidy for the mining industry is objectionable.” I think it 
is. I also think all controls are objectionable. But that does not mean that we 
do not have to have some forms of both in wartime. The testimony as a whole, 
however (cf. pp. 258, 279 et seq. of the record), recognizes that the Government 
must accord some sort of financial aid to concerns who are required to alter 
normal plans and procedure in favor of expedited expansion of facilities and 
production required to meet wartime needs. 

What I fear, and am on record as opposing, is the sudden revival and reopening 
during a period of short labor supply, of hundreds of marginal mines and pros- 
pects. Such projects are too likely to be affected by the fact that “The squeaky 
wheel gets the grease,” with the inevitable result that the more marginal the 
mine, the bigger the subsidy and the smaller the production. With a fairly con- 
stant mine labor supply, there could be a serious drop in production, as bad or 
worse than in 1944 to 1946. 

In conclusion, permit me to ask that you give me the break of believing that 
I have at all times endeavored to give the Government, honestly and sincerely, 
the benefit (or detriment if that is the opinion of the committee) of my views 
on the subject under discussion. I yield to no one in my desire and in the 
somewhat successful efforts of my company to increase mineral production. We 
are all Americans and we are in trouble. Congressional committees should not 
be so ready to impugn the integrity of experienced and willing contributors to 
the defense effort as to make it impossible to attract them. 

I believe that the country’s interest will be best served if the Congress will! 
pass a law which will lay down the procedure to be followed, rather than to 
leave it permissive, and subject to debate amongst the interested agencies. I 
would like to persuade the committee to go the tax change route, but I pledge my- 
self and our company to follow, as we always have, the legislation that is 
finally passed. 

I append my record of Government service. 

Sincerely yours, 


Frep SEARLES, Jr. 
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GOVERNMENT SERVICE OF FRED SEARLES, JR. 


September 1940-November 1941: British Purchasing Commission. 

November 1941—April 1942: Civilian consultant, Ammunition Division, Ord- 
nance. 

April-October 1942: Executive Assistant to Deputy Administrator, War Ship- 
ping Administration. 

October 1942-February 1948: Director of Facilities Bureau, War Production 
Board. 

February 1942—February 1943: member, Planning Committee, War Production 
Board. 

February-June 1943: Executive Assistant to Deputy Administrator, War Ship- 
ping Administration. 

June 19438—May 1944: Assistant to Director, Office of War Mobilization. 

November 1944: Strategic-bombing survey inspection of European targets. 

December 1944 to about October 1945: Assistant to Director, Office of War 
Mobilization and Reconversion. 

October 1945-November 1946: Special Assistant to the Secretary of State. 

March—October 1946: President’s Evaluation Commission, Atomic Bomb Tests. 

March 1946—January 1947: United States delegation to the United Nations 
Commission on Atomic Energy. 

December 1947—January 1948: Ruhr survey for General Clay. 

March 1948: National Security Resources Board. 

December 1948: German war-potential report. 

December 1950-March 7, 1951: Office of Defense Mobilization. 


STATE oF SouTH CAROLINA, 
OFFICE OF THE GOVERNOR, 
Columbia, April 11, 1951. 
Hon, JAMES P. RICHARDS, 
House Office Building, Washington, D. C. 

Dear Dick: Fred Searles, Jr., president of Newmont Mining Corp., served in 
my office during the war while I was Director of War Mobilization. 

He is one of the finest characters I have ever known. He served as my rep- 
resentative with the representatives of the Joint Chiefs of Staff and in many 
other capacities. When I became Secretary of State, he again helped me in my 
efforts to negotiate for bases in foreign countries. 

Recently, Representative Engle, a member of the Committee on Interior and 
Insular Affairs criticized Mr. Searles in connection with his service as assistant 
to Charles E. Wilson. Searles has written to Chairman Murdock a letter, copy 
of which is enclosed. Because a meeting at which Searles was to testify was 
eanceled and he has had no opportunity to defend himself against the criticism 
of Congressman Engle, he has requested me to have some friend in the House 
insert this letter in the Congressional Record. I should appreciate it if you 
would do this. 

My experience with Searles causes me to say that I will vouch for the truth- 
fulness of any statement he makes in this or in any other communication. Fur- 
thermore, I know that while serving various agencies during World War II, he 
frequently advocated policies he believed advantageous to the Government when 
it was against his financial interest. He is one man who always places the 
interest of his country above his personal interest. 

With best wishes to you. 


Sincerely yours, 
JAmMes F, Byrnes. 


Mr. Huu1nes. Congressman Engle, let us see if I understand it cor- 
rectly. Mr. Searles, according to your testimony, actually opposed 
the development of the domestic mining program; is that right? 

Mr. Eneur. That is correct; yes. 

Mr. Hiz1nes. Did this particular program that you have been 
talking about involve considerable Federal subsidies to help put it 
into operation ? 

Mr. Ena. That is right; it involved what was called the premium 
price plan during the war for the development of these critical and 
strategic minerals and metals. 
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Mr. Bryson. I believe you came before our committee during the 
war on this subject, did you not, or some years ago? 

Mr. Enate. I do not recall coming before Judiciary, but I have 
been before numerous committees in connection with this same pro- 
gram. 

Now, if I can carry this just a little further, we put in the premium 
price plan during the war, which offered premium prices for the 
production of these materials domestically. That, throughout its 
entire history, was opposed by Mr. Searles, and stopped in every way 
that he could conceivably do it. 

Then, after the war was over, and some of us saw the necessity for 
continuing in existence a domestic mining industry, at least on a mini- 
mum basis, as a protection for us in the event we got into another 
international struggle, we had legislation pending here during that 
time. 

1 was the author of a good part of it: Congressman Russell, now 
the Governor of Nevada, was an author of a portion of it; our friend, 
Congressman Leo Allen, was the author of one bill which was vetoed 
by President Truman; but during that period of time, Mr. Searles 
again opposed all of the legislation. 

He opposed the legislation, S. 2105, introduced by Senator 
O'Mahoney, of Wyoming, which came over here last session; it was 
a very moderate bill, and it did not do very much for anybody. 

In the meantime, of course, we had put in the stockpiiing legisla- 
tion, but Mr. Searles wrote and opposed that legislation on the ground 
that the enactment of that legislation would socialize the industry. 

During the war he opposed any help for the mining industry on 
the ground that it would use too much critical manpower and 
materials. 

Now, he is back here again saying exactly the same thing. In other 
words, when we are not at war, he is against helping the domestic 
mining industry and keeping it going because it will socialize the 
industry, and during wartime he is against it because it utilizes too 
much critical material and manpower. In short 

The Cuarrman. Mr. Engle, I would like to read at this time briefly 
from the report of the Federal Trade Commission on the copper in- 
dustry, 1947, at page 176: 

Fred Searles, Jr., mining and petroleum expert for J. P. Morgan & Co., and 
vice president of Newmont Mining Corp., occupies a curious position. New- 
mont, as an investment trust, holds large blocks of stock of copper companies 
in Canada, the United States, and Rhodesia. Mr. Searles is a director of the 
Rhodesian Anglo-American, Ltd., and of American Metals. He has associates who 
are on the board of Phelps Dodge, Magma, and Hudson Bay, and through his 
relationships with J. P. Morgan & Co., with Mr. Stannard of Kennecott, who 
is 2 member of J. P. Morgan’s board, and with Phelps Dodge directors also on 
the Morgan board. 

Mr. Searles during the war was the Director of the Facilities Bureau of the 
War Production Board and in 1942 opposed the granting of facilities to mar- 
ginal metals operations. He afterward became production adviser to James 
F. Byrnes, Director of the Office of War Mobilization, and recently occupied a 
similar position with John W. Snyder, when he was head of OWMR. Mr. Searles 
also is a member of Bernard Baruch’s atomic committee. With his extensive 
copper interests of known important copper-producing areas, his banking con- 
nections and his influential connections in Government activities, Mr. Searles 
occupies a position of strategic importance in the determination of the produc- 
tion of copper. 
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Mr. Ennoite. Mr. Chairman, I know you are crowded for time, and 
I want to pull this together with just a couple of observations, and 
then I will relinquish my time, because I know you have other wit- 
nesses, 

The position of Mr. Searles, with reference to all of these domestic 
mining programs, has been well known over a period of years. 

When we passed the Defense Production Act of 1950 we put in 
specific language authorizing loans to aid in the exploration, develop- 
ment, and mining of critical and strategic minerals and metals. 

In addition to that, when we passed the excess profits tax law in 
January of this vear we put in a provision allowing special treatment 
to those enterprises producing these critical and strategic minerals 
and metals. It was the plainest kind of a mandate from Congress 
that the executive branch was to proceed with a program to help the 
development of those minerals and metals. 

Notwithstanding that, a man whose philosophy was wholly op- 
posed to the philosophy set forth in that legislation, was put in com- 
mand and top adviser to Mr. Wilson. ‘That is the reason I demanded 
his resignation, and he did resign. 

The Cuatrman. When did he resign ? 

Mr. Enorr. He resigned on April 4 of this year, or April 5. 

The Cuarman. How long had he been in as adviser to Mr. Wilson? 

Mr. Ener. Well, it was a period of months. 

Mr. Wavtpen. Would you say since December 27, 1950? 

Mr. Eneie. He was appointed in the fall with some fanfare by 
Mr. Wilson. 

Mr. Huturés. In other words, he had been in office about 4, or at 
a maximum, 5 months. 

Mr. Eneue. That is correct. 

He appeared before Senator O’Mahoney’s committee and, as an 
illustration of what I am talking about, Senator O'Mahoney asked 
him, and this appears on 254 of the record, Senator O'Mahoney asked 
Mr. Searles his views: 

The CHARMAN. In the light of our discussion today would you regard an 
expenditure of that size ($10 million) as being unwise or a calculated risk for 
the purpose developing domestic sources of these materials, if they exist? 

Now, Senator O'Mahoney was referring to a loan program for 
exploration of these critical materials in our country of $10 million 
specifically authorized in the Defense Production Act of 1950. 

Mr. Searles says: 

I would prefer that it be not done chiefly because of the fact that it sets a 
precedent. 

In short, here we have a fellow who has always been against this 
kind of a program and he is the man who was advising on the admin- 
istration of it. 

Now, the further point I wanted to make was this, and this is the 
strange part of it: that during all of this time that Mr. Searles was 
so loudly debating against any sort. of assistance whatever from the 
Government to the domestic mining industry of this country, his 
companies throughout the world were laying their hands upon every 
kind of Government assistance. 

For instance, his operation in South Africa, according to his own 
confession, has received very material help from the Government of 
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South Africa in depletion allowances, in depreciation allowances, «i<j 
in special-tax treatment. 

Mr. Srevens. Did I correctly understand you to say that that was t 
from the Government of South Africa ? 

Mr. Enete. That is correct. And not only that, according to |iis 
own statement, he solicited the very sort of thing we have been talking 
about for the domestic miners in this country. 

Then he goes over into north Africa, if you please, and gets $4 m\/- 
lion of ECA funds to help him develop a property in north Africa, , 
which was in the nature of a subsidy to maintain that overseas opera 
tion, at the same time that he is opposing any kind of Governmet 
assistance to the domestic mining 4 sre and he admits that a sub- 
sidy exists and that he actively solicited that kind of assistance. . 

The Cuarrman. Was that operation in Africa both in Rhodesi: : 
and north Africa under the auspices of the Newmont Mining Co. ? 

Mr. Ener. They are the owners of stock, and if you will look at : 
the statement which he made and which appeared in the Congres- 
sional Record, it gives the percentage of stock that they own in all of 
these foreign enterprises. The one in South Africa is the Tsume} 

Corp., Ltd., and Newmont has 28.5 percent of the stock, something like 
1,140,000 shares. Do you have those—— 
Mr. Wapven. Yes. 

Mr. Enate. As a result of this operation these materials, and even 
the material produced in north Africa, did not come into this country, 
where we really needed it; it was sold in foreign markets. 

Then at the same time Mr. Searles was advocating against any help 
for the domestic mining industry as a general proposition, his own 
company was interested in the contract being negotiated by the San 
Manuel Mining Co. for the development of a mine in Arizona, which 
would subsidize or underwrite the production of a copper mine in 
Arizona; the total amount of the contract would be something like 
$125 million. 

Now, that contract has already been approved by Defense Minerals 
Administration. It writes a floor into the contract at 17% cents when 
the cost of production is something like 10% cents. 

Now, listen to this: These are the questions I asked Dr. Boyd at our 
hearings; I said: 

Mr. EnNGLe. The price paid by the Government would be a subsidy, would it 
not?” 

That is this contract. 

Dr. Boyp. That is correct, sir. 

Mr. ENGLe. All right. One further question: Is it a fact that the San Manuel 
Copper Co. is a subsidiary of the Magma Copper Co. ? 

Dr. Boyp. That is right. 

Mr. EnGie. And the Magma Copper Co. is owned by the Newmont Mining Co 
of which Mr. Fred Searles is president ; is that right? 

Dr. Bop. That is correct. 

Mr. ENGLE. And so it seems, does it not, that the gentleman, Mr. Searles, who 
appeared before the Senate committee and loudly debated against subsidies for 
anyone else was, in fact, going to be the beneficiary of a contract, himself, 0) 
through his company ; is that right? 

Dr. Boyp. That is correct. 

Mr. Watpen. Mr. Engle, excuse me, your questioning of Dr. Boyd 
brought out the fact that the Magma Co. was a subsidiary of the New 
mont Co. ? 

Mr. Enetr. That is right. 
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Mr. Wapen. Is it not correct, if you turn to the list of stocks owned 
by the owment Co., that Newmont owns 22.2 percent of the stock in 
the Magma Co. ? 

Mr. Ener. That is right. 

Mr. Waxpen. Yes. But nevertheless did not Mr. Searles testify 
before Senator O’Mahoney’s committee to the effect that— 

We have an interest in Magma Copper Co. 
not necessarily claiming that it was a subsidiary. 

We have an interest in Magma Co. which operates in Arizona. We do not 
actually control that company, but we do operate it. 

I was trying to clarify the record so that it would not appear that 
the Magma Co. was a w holly owned subsidiary of the Newmont Co. 

Mr. Ener. No; it is not. But according to Mr. Searles they oper- 
ate it, and the Magma people, I understand, do not agree with that, 
but that is an internal argument that I do not care to get into. 

Mr. Srevens. The Magma people do not agree that the Newmont 
people operate their company / 

Mr. Enexr. They claim their operation is independent, and that 
Newmont merely owns an interest, and has someone*on the board. 
They say that their directories overlap, I think, on two officers—one 
or two. 

The CHarrMan. But Newmont owns in any event one-fifth of the 
stock, 

Mr. Enote. That is right; and Newmont then, and the company 
in which Mr. Searles is interested, has been actively down here pro- 
moting the very kind of a program which he objects to for every- 
body else. 

Now, you can draw any conclusion you want to out of that, but my 
conclusion is that at least his argument is not made in good faith; 
that he does not believe what he is talking about. 

Mr. Waupen. Do you think we should describe the proposed con- 
tract, a little further, and I might ask you whether under the pro- 
posed agreement San Manuel has agreed to dev op certain properties 
in Arizona so as to produce 60,000 tons of copper ? 

Mr. Enere. That is as I understand it, and the Government has 
written a floor under that operation so that when it proceeds, if the 
market for copper, which is now 24.5 cents drops below 1714 cents, 
the Government underwrites the purchase of all of the production 
of the mine at 171% cents. 

Mr. Waxpen. Is that for a period of 7 years? 

Mr. Eneve. And plus a 4-year development period. The life of the 
contract runs, as I understand it, over 11 years. 

Mr. Srevens. Congressman, am I to understand that you oppose the 
gr anting of a contract to a company that would facilitate the develop- 
ment of the San Manuel Mines ¢ 

Mr. Enetrx. No; Iamnot. I am not complaining particularly about 
the contract. I am not prepared to comment on the terms of the con- 
tract. I think they are very generous; but, as I say here in the record, 
as I told Dr. Boyd at the time he was before our committee, I was 
not commenting on the precise terms of the contract. What I pre- 
sented the contract for was as an illustration of the fact that Mr. 
Searles, who was so loudly campaigning against any similar assistance 
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for anyone else, was himself involved in the negotiation of a contract 
which involved the subidy principle. 

Mr. Srevens. May I ask you just one question on that point? 
Assuming a man, in principle, is opposed to this type of contract, 
but nevertheless the Government decides to make it available. Do 
you think it wrong for that man or that man’s company to try to get 
the benefits of the Government policy? 

Mr. Enere. I think this: That it isa difference between being forced 
into it and, say, acquiescence. But this record shows that Mr. Searles 
not only here but abroad has actively pursued these subsidy arrange- 
ments while he turned around and argued exactly the opposite before 
these committees. 

Mr. Stevens. But he did not make the decisions that those oppor- 
tunities should be made available to companies, such as his own 4 

Mr. Enote. No. 

Mr. Stevens. In other words, referring to ECA loans, for example; 
it was not he who decided to authorize ECA loans. But that policy 
having been adopted by the Government, he decided to take advantage 
of that policy. 

Mr. Enerr. I take it he would be opposed to them, except he did 
not make the decision, certainly, in South Africa. 

Mr. Hitiines. Congressman Engle, you commented a minute ago 
on this problem that certainly is before this subcommittee, this in- 
vestigation of so-called WOC’s, men who serve in the Government 
without compensation, on loan from business, and so forth. 

Do you think it is a good thing to have these WOC’s in our Govern- 
ment at this particular time, or do you think the WOC’s should be 
eliminated ¢ 

Mr. Enere. Well, I am against it myself. 

Mr. Hitzrnes. You do not think there should be people in our 
Government who are not actually on the Government payroll ¢ 

Mr. Ener. Well, that is right, or else if they are brought in that 
they be brought in on a consulting basis, and pay them for it. This 
business of coming down here for a dollar a year and grinding an 
ax is out of order. 

Mr. Hines. What about obtaining specialists in industry, agri- 
culture, labor, and in various other fields in which we need specialists 
at this time? Do you think it would be possible to get those men 
from the various specialty fields and get them to give up positions 
of importance and high compensation to take a Government job? 

Mr. Eneie. No: I do not think so. But I think they could call 
them in on a consulting basis without having them completely sever 
their relationships. At least, you know where they are, and you pay 
them for it and it would broaden the number of those who could come. 

Now, when you have them come down here on a dollar-a-year basis, 
the only people who can afford to come down are the people who are 
being paid by someone else and, as a consequence, you limit the field 
so much; whereas if you paid on a consulting basis, many of the 
smaller outfits would be able to send people down who paid some 
part of their salary or compensated them a little bit for the time they 
are away anyway, if they came on a consulting basis. 

Mr. Hrxines. Let me also ask you this: Suppose that we get people 
from industry, or any other field, bring them into our Government, 
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either as WOC’s or put them on the Government payroll, and so forth, 
and suppose that those individuals have in the past made very strong 
statements against Government subsidy, or a charge that some of the 
activities that the Government is undertaking are le: iding to socialism, 
that these activities will lead to socialization. Then they get into the 
Government at, say, a time of national emergency. ‘ouldn't the ques- 
tion always be raised somewhat along the lines that you have raised 
it in the Searles case that these individuals, in opposing subsidies. 
might take a position against some Government program in time of 
national defense that did involve subsidies and, therefore, that they 
were acting against the best interests of the Government’ Do you 
following my reasoning? 

Mr. Ener. Yes; I follow it. Of course, it is a possibility, but it 
depends on what they do after thev get here. 

Sow, if after they get here and they are charged with adiminister- 
ing a program or advising in the administration of a program, and 
they are in conflict with the basic philosophy of it, so outlined by 
Congress, they ought to get out. 

Mr. Hiniines. In other words, stretching vour theory to the ulti- 
mate, any individual who had opposed socialization or who had op- 
posed any subsidy program probably should not be brought into our 
Government in time of national defense or any other time, is that 
right ¢ 

Mr. Enaie. No, 1 would not say that. A lot of people oppose social- 
ization, they oppose subsidies. Many times they oppose them under 
different circumstances, 

But what I am saying is that where a person has a viewpoint in 
regard to a particular program which is contrary to the basic philos- 
ophy of the program itself, he has no business administering it. Tam 
sure you would not want to administer a program you did not be- 
lieve in. 

If you were told to go out and make generous loans to the domestic 
mining industry for the purpose of developing domestic production, 
and vou did not believe that was right or should be pl you ought 
not to be administering the program. You ought to get out of it, 
and that is what I asked Searles to do. I said, “If you don’t believe 
in it, get out and let somebody who does,” because we in Congress 
think that is what should be done, and that is what is written into 
this law. He should not be sitting up there sabotaging it indirectly, 
should he? Do you think that is right ? 

The Cuamman. Would you not say that the gravamen of your 
charge is that, despite the heavy strictures placed on this man by a 
Senate committee, despite his affiliations, which are well known and 
despite the fact that he talked against subsidies except as to his own 
company, he still was affiliated with Government service as a WOC 
man, is that not correct ? 

Mr. Encrir. Well, now, I would be a little bit more specific than 
that. I would say that the reason I did not think he should hold the 
job he held was because he believed exactly the contrary of what the 
Congress intended should be done under the program, namely, the 
development of the domestic mining industry. He was opposed to 
it, and he said so very specifically. He just laid it on the line. That 
is one thing about Searles that you cannot complain about, and that 
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is that he did not go behind anybody’s back to tell him what le 
thought. He told them plainly and in the most unvarnished language 
over there in the Senate that is what he was against, even to the loa 
program specifically authorized in the Defense Production Act of 
1950. 

The Cuatrman. Then he turned around, and when it came to |)s 
own company he turned his back on his own philosophy. 

Mr. Enae. That is correct. In other words, he did not believe it 
strongly enough to turn it down where his own interests were involved, 
und especially those interests overseas, 

Mr. Bryson. He severed his connection with the Government, so 
the matter is res judicata. 

Mr. Enewe. That is correct. But here is what it does: It raises the 
question as to how often in these major programs we are trying to put 
into effect, especially with reference to mining, how often is it that 
we have men in the programs who are not in favor of those programs 
and who, in fact, get in there for the purpose of seeing that nothing 
is done. This Defense Production Act has been in operation for 
nearly 9 months. Do you gentlemen know that they have only put 
out five contracts? That is all; just absolutely done nothing, and I 
wonder what the trouble is. 

The CuarrMan. This case points the way to the Office of Defense 
Mobilization, that they should not repeat the hiring of men like Mr. 
Searles who do not practice what they preach. 

Mr. ENGie. Well, at least they should not get men in there with a 
well-known philosophical opposition or economic concept which is 
wholly at odds with what we are trying to do. 

Now, I have asked the DPA and the DMA to furnish me a list of 
all their dollar-a-year men and what their connections are, and all 
their consultants and what their connections are, and all of their 
employees brought in recently, and who their previous employers are. 

The CuarrmMan. We are going into that, 

Mr. Encue. Because these big mining concerns which have overseas 
investments do not want to see a big domestic mining industry built 
up. If they build up a domestic mining industry they lose the marke! 
for their overseas mines. 

Mr. Bryson. What you are saying is not confined only to mining: 
it obtains in other big industries; it might obtain in others. 

Mr. Eneir. I suppose it does, but my particular experience with it 
has been in this mining field, and I have io utterly flabbergasted at 
the complete lack of progress we have made. 

Now, you can charge a certain amount of it to bureaucratic fum- 
bling, but when it gets as rank as this, you wonder if somebody is not 
sitting on the inside pulling the rug out from under everybody about 
the time a program gets ready to go. 

Mr. Keatinc. Who appointed this man ? 

Mr. Encir. Wilson appointed Searles, 

Mr. Waupen. Mr. Engle-—— 

Mr. Encie. Yes. 

Mr. Wapen (continuing). May we return to this proposed contract 
between San Manuel and the Government? I ask you if one of the 
terms of this proposed contract, is that should the Government cease 
to purchase copper, the Government would be obligated to reimburse 
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the San Manuel Copper Co. for its still unamortized capital invest- 
ment. 

Mr. Enexe. I understand that to be true; the contract itself is the 
best evidence of its terms. But, in addition to that, the contract pro- 
vides that if the San Manuel Copper Co. borrows more than $40 
million, the underwrite on the price of copper goes up a quarter of a 


cent. 

Mr. Wapen. So that as the capital investment increases the price 
increases. 

Mr. Eneie. The Government insures the loan and the price of the 
production, 


Mr. Waupen. Do you know if there is any Government lien on these 
properties which the Government is underwriting ‘ 

Mr. Eneie. Not that I know of. 

Mr. Waxpen. Mr. Chairman, I would like to introduce at this time 
not the contract, but a description of the contract supplied in com- 
pliance with your request by Dr. James Boyd, who is the administrator 
of the Defense Minerals Administration. 

The CuatrMan. That is accepted. 

(The document referred to follows :) 


Exuipir No. 50-A 


DEPARTMENT OF THE INTERIOR, 
DEFENSE MINERALS ADMINISTRATION, 
Washington, D.C... June 11, 1951. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 

My Dear Mr. Cevtiter: You have asked for a brief description and analysis of 
the proposed contract between the United States Government and San Manuel 
Copper Corp. The essential terms of the contract are as follows: 

1. A soon as possible after the date of the agreement and in any event within 
4 years San Manuel shall make the necessary developments and installations at 
its mining property in Arizona to enable it to produce therefrom approximately 
60,000 tons of copper and approximately 3,500 tons of molybdenum per year, 
and shall thereafter maintain the property in such production for a period of 
7 years, 

2. The Government shall have the right to require the delivery to it or for its 
account of all or any part of San Manuel’s production of copper or molybdenum, 
leaving San Manuel free to dispose of any production not required by the Govern- 
ment on the open market. 

3. The Government guarantees to San Manuel a floor price, as to copper, of 
the cost per pound of production of copper plus 7 cents per pound if the total of 
San Manuel’s capital investment is not in excess of $40,000,000, and one-tenth of 
1 cent per pound additional for each full $1,000,000 of additional capital invest- 
ment. Copper called for by the Government is delivered to the Government at 
the market price or at this floor price whichever is higher. Copper not called 
for by the Government is to be sold by San Manuel on the open market unless 
the market price falls below the floor, in which case San Manuel can require the 
Government to take it at the floor price. The Government will take molybdenum 
aut the market price. 

4. The Government may terminate the contract at any time after 2 years 
from the beginning of production, in which case the Government shall reimburse 
San Manuel for all of that part of its capital investment then unamortized by 
the application thereto of net proceeds from the sales of copper and molybdenum. 
San Manuel shall be obligated to reimburse the Government for any such pay- 
ment from future proceeds from the operation of the property. 

San Manuel's cost of production per pound of copper have been estimated at 
10.3 cents, which would mean that if its capital investment is $40,000,000 the 
floor price would be 17.3 cents per pound, and if its capital investment is $80,- 
000,000 the floor price would be 21.7 cents per pound of copper. 
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You have also asked for the names of other applicants whose applications have 
been approved by the Defense Minerals Administration. A list of these js 
attached. 

Sincerely yours, 
James Boyp, Administrator. 





Exuisir No. 50-B 


List of procurement applications approved by DMA and recommended for 
certification by DPA, as of June 1, 1951 


Gross Gov- 
P NN eommend- 
Name of company — Metals a oe ernment con 
| Pe : mitment 






1. Tungsten Mining Corp 122 Tungsten Mar. 2, 1951 $25, 800, 000 
2. Climax Molybde num Corp. 222 | Molybdenum... Apr. 20, 1951 13, 500, 000 
3. Calera Mining Co 223 | Cobalt Mar. 14, 1951 9. 450, 000 
4. Molybdenum Corp. of America 380 | Molybdenum Feb. 27, 1951 §&, 600, 000 
5. San Manuel Copper Corp 181 | Copper and molybdenum do 143, 500, 000 
6. Phelns-Dodge Co 170) Copper Apr. 25,1951 66, 000, 000 
American Zine Co. of Tennessee ‘87 = Zine May 10,1951 2, 625, 000 

&. Titanium Metals Corp 664 Titanium Mar. 12, 1951 180, G00, 004 
9g. Apr ~waeens in Mining & Smelting 275 | Zine.... Mar. 21, 1951 3, 500, 000 

Co 

10. Ma mgant se, Lne 553 Manganese Feb. 26, 1951 60, 100, 000 
11. United States Tin Corp 27 rin and tungsten Mar. 12,1951 1, 052, 800 
Total, 11 cases 7 metals Sieadaeu : 22 434, 127, 800 


List of procurement applications approved and recommended for certification by 
DMA, but recommendations to DPA being withheld because of objection and/or 
review by GSA 

Gross Gov- 


commend- 
Name of company — Metals we to DP. A ermment com- 
‘0. mitment 











1. 78 | Zine $4, 590, 000 
2 0 124 Copper 44, 418, 500 
3 pr 580 Manganese 8, 625, 000 
4. Anaconda Copper Co 266 Copper 81, 090, 000 
5. Cobalt iuction Co 149 Cobalt, nickel, copper 13, 47 ”) 
6 224 Zin 1. 968, GO0 
7 156 Copper 234, 000, 000 
es 5 metals ae RTT 4 
ve ir n ” me ins the total obligation if the Government had to buy the entire 
« pr on, att guaranteed price, for the entire life of the wt, and tak« swcount 
ol s of metals sold dir ctly to industry, es¢ ‘alations in prices, ¢ it cellation clauses, or oth r provi- 
sion nal contracts which would modify the ultimate Government commitments 
? Includes production from Butte Merger Corp.; Irving G. Irving, Contact Mining Co., 1 tvlor-Knapp 


Co., and American Machine & Metals, Inc. 


Mr. Srevens. Before you leave that point, Mr. Chairman, I would 
like to find out whether the contract we are talking about has been 
executed. 

The Cuatran. I would like to read at this point a communication 
which I have just received from Mr, Searles, Acting Secretary of the 
Interior. His name is spelled the same way, but there is no connec- 
tion whatsoever. 

The letter is dated June 18, 1951, and is as follows: 


My Dear Mr. Cei_ier: I have just learned that the Subcommittee on the Study 
of Monopoly Power of the Committee on the Judiciary, of which you are chair- 
man, intends discussing in its hearings on Monday, June 18, some phases of the 
copper-expansion program. 
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It may be helpful for you to know that up to the present time no contracts 
have been executed in connection with the copper program, nor is it intended 
that contracts will be executed on the basis of certain of the terms and conditions 
presently proposed. As a matter of fact, I have been in touch with Mr. Jess 
Larson for some time concerning the proposals which are now under considera- 
tion, and we have been in complete agreement that these proposals will require 
renegotiation. Our staffs have been working together in an effort to provide the 


pasis for such renegotiation. 
In this connection, Secretary Chapman has recently informed Dr. Boyd, Ad- 


ministrator of the Defense Minerals Administration, that he is not at all satisfied 
with the terms and conditions incorporated in the tentative contracts now under 
consideration and has asked that I undertake a review of these arrangements 
with Dr. Boyd. This is being done in cooperation with Mr. Larson. 

I shall be glad to keep you informed of subsequent developments in this matter 

I take it that the proposed contract concerning San Manuel mining 
development is going to be renegotiated and will not be executed 
under the terms and conditions as originally promulgated. 

Mr. Eneir. Well, I think that is true, and perhaps this subcom- 
mittee can claim some credit for its being reconsidered, if credit is to 
be claimed, because the contract had cleared DMA: it had cleared 
DPA; and the testimony before our subcommittee indicated that it 
was sitting over in General Services Administration, where they finally 
put the last signatures on it, pending the assurance that they would 
have money, or clearing out, at least, the budgetary requirements 
that would be necessary to execute the contract. 

The Cuamman. I appreciate your saying that we might well be 
entitled to credit for balking this effort that you have elaborated on, 
and it is very generous of you to give us credit. Lots of people do not 
give credit to this subcommittee when we are entitled to it. 

Mr. Eneie. Tam glad to do it, Mr. Chairman. 

I want to add this: If this subcommittee, in looking this situation 
over, will try to find those instances in which these people who have a 
special interest or a monopoly interest of some kind have seated them- 
selves into a place where they are in a position to steer these pro- 
grams in a way to reflect their personal interests, I think it woud be 
a splendid assistance in this defense effort. 

Now, I do not know how much help we are going to be able to give 
you so far as our Mining Subcommittee is concerned, but we are 
going to give you all we can. 

The Cuatrman. We appreciate that very much, and we welcome 
any aid you possibly can give us on this very difficult subject. 

Mr. Wauoren. Mr. Engle, I have only two more questions. Is if 
correct, and I think you stated so before, that Mr. Searles resigned 
when you publicly brought out the inconsistency of his prior posi- 
tions with his continued administration of this program / 

Mr. Eneate. Well, Mr. Pearson had published this article in his 
column 

Mr. Keatrne. I was going to say I wondered how you got ahead 
of some of these columnists. 

Mr. Ener. I did not. I explained that before you arrived, Mr. 
Keating. 

Mr. Kearrne. Yes. 

Mr. Enoxe. Mr. Pearson had this dope out of an executive hearing. 
How he got it no one knows. He had it in his column, and when T 
read his column I asked Ken Regan to hold these hearings so that 
we could get it out in the open, and I asked Mr. Searles to explain. 
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In the meantime I had gotten hold of the executive hearing of this 
Senate committee, and I asked Senator O'Mahoney to release it pub- 
licly, which he did. 

Mr. Stevens. I notice in the letter to which you referred that Mr. 
James Byrnes had forwarded to Representative Richards, that Mr. 
Searles had stated that his resignation was before, and not because 
of, the criticism of your committee. Are you challenging that state- 
ment? 

Mr. Enate. I do not know. I assume that he would say that, but 
Tam not claiming that I got his scalp or anything else. 

Mr. Keartne. His resignation was after Pearson, but before Engle. 
[ Laughter. ] 

Mr. Enewe. It was this way: It was after Pearson. We had an 
nounced the hearings, and I had issued a press release in respect to 
what I was going to ask in these hearings. Now, whether that had 
anything to do with his resignation or not, I do not know. But, as 
I previously explained, it does not make any difference anyway be- 
cause he was a dollar-a-year man who abolished his title but certain], 
he did not cut off any connections he had down there anyway. T do 
not know how much good it did except it just put a spotlight on that 
kind of business. 

Mr. Hiturnes. Who took Searles’ place in the position of assistant 
to the Director—wasn’t that the post ? 

Mr. Enete. I do not know; and, as far as I know, there has been 
nobody put in there as a top adviser on minerals and metals to take 
Mr. Searles’ place. At least, if he has shown up, we have not seen him. 

Mr. Waipen. Mr. Engle, would you be surprised to learn that at 
the present time there is employed in the Defense Minerals Adminis- 
tration as a paid consultant, a Mr. John D. Harlan, whose employ- 
ment forms with the Defense Minerals Administration reveal that 
from 1944 to date he worked entirely as a mining engineer, principally 
for Fred Searles, Jr., of 14 Wall Street, New York? 

Mr. Enore. Well, I am not surprised, no, and I assume the fact 
that he worked for Newmont does not particularly castigate him ex- 
cept as he reflects their philosophy. 

Now, if you look through the list of the employees of the DMA and 
the DPA, you will find a lot of fellows in there who are connected 
with big mining firms. 

Mr. GorpstEtn. Mr. Chairman, I would like to say at this point 
that there was handed to me this morning a ndte from the Depart- 
ment of Interior with reference to Mr. Harlan. It does point out, and 
I think this is significant at this time, that Mr. Harlan was employed 
as a consultant with the remuneration at $50 a day on April 30, 1951. 
He has had no connection whatsoever since his employment or before 
with copper contracts of any sort. That is the statement which has 
been handed to me by the Department of the Interior. 

Mr. Stevens. Mr. Chairman, I have just one question I would like 
to ask in order to clear this thing up finally. As I understand it, 
Congressman Engle, what you are saying is that, to facilitate this 
program that you favor, it would have been proper to have appointed 
2 man as adviser to the Administrator, someone who generally favored 
the philosophy of the legislation which you supported during the 
period between World War II and the present emergency. That 
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would have been the way really to carry this thing through and ex- 
pand our productive facilities. 

Mr. Enee. I think you are saying what I mean to say in a little 
different language. What I am saying is I think the program ought 
to be in the hands of people who are fundamentally in accord with 
the basie objectives and methods of the program. 

Mr. Srevens. And that would mean the type of people who would 
have supported the type of legislation which you supported during 
the interim between World War II and this period ? 

Mr. Enete. That would be perfectly consistent, but not necessary. 
In other words, there are a lot of these fellows who did not particularly 
go along with the kind of a gn aes I advocated, but if they had got 
in there and tried to do a job with what they knew to be the purpose 
of Congress and the objective of Congress, and used the methods we 
set forth, it would be perfectly all right with me. My objection to 
Fred Searles, Jr., is that he is not only advocating this all the time, 
but when he got on to the top job he not only carried out his philoso- 
phy, which was adverse to the progress of this program, but he went 
right before the Senate committee and told them that is what he was 
going to do. 

Now, you will have to compliment him on the last action, because at 
least he made it very plain that he was not for any part of it, and he 
told them so. I said, “All right; if you are not for it, get out and put 
somebody in who is.” 

Mr. Stevens. Did the Senate committee make any recommendation 
as to his dismissal ¢ 

Mr. Encore. If they have it has been recent, but Senator O’Mahoney’s 
comment in the Record, and Senator Anderson, and a good many of the 
others who were in the hearing there—I do not want to misquote these 
fellows—but there were three or four Senators in there who gave him 
an awfully rough time, especially Senator Anderson—Senator Ander- 
son, of New Mexico—and Senator O’Mahoney. 

I think, Mr. Chairman, it would be well, if not making that record 
of the Senate proceeding on February 15 a part of your record, at least 
io get the record available as part of your file for reference because 
it makes some very interesting reading. 

The Cuarman. Thank you very much, Representative Engle. You 
have made a very splendid contribution to our work here. We ap- 
preciate your coming. 

Mr. Ener. It is a pleasure to be here, Mr. Chairman, and if I rake 
up something over there in my subcommittee I may come back again 
if vou willlet me. Ithank you very much for your kind attention. 

The CuarrmMan, Our next witness will be Mr. Joseph Anthony 
Panuch, and before I swear Mr. Panuch I wish to state that Mr. Panuch 
appears in pursuance of the policy of this committee to hear any wit- 
ness who feels he may be aggrieved by any statements that may di- 
rectly or indirectly reflect upon him. 

This subcommittee wants to be fair and just in all respects, and since 
Mr. Panuch’s name was mentioned he is now being given the oppor- 
tunity to make any expression of opinion he cares to make. 

Mr. Bryson. He is a voluntary witness? 

The CuHamman. Mr. Panuch is a voluntary witness. 

Will you raise your right hand, please? Do you swear to tell the 
truth, the whole truth, and nothing but the truth, so help you God? 
Mr. Panvucn. I do. 
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The CuaimrMan. Be seated, Mr. Panuch, and give your name and 
address to the stenographer. 


TESTIMONY OF J. ANTHONY PANUCH 


Mr. Panccn. J. Anthony Panuch, P-a-n-u-c-h, local address, Ward- 
man Park Hotel; New York address, 1 Fifth Avenue, New York. 

Mr. Gotpsrern. You maintain your local office in the Wardman 
Park? 

Mr. Pancvcn. In the Wardman Park Hotel. 

Mr. Gotpsrern. What is your occupation, Mr. Panuch / 

Mr. Panucu. Counsel, may I request the Chair’s consent to make a 
statement before the questioning proceeds? 

The Cnamman. Go right ahead. 

Mr. Pancen. Last November, when this subcommittee’s staff was 
making a survey, a spot check of the Munitions Board Industry Ad- 
visory Committee set-up, they ran across the Committee on Military 
Contractor Relationships. I learned from the Government Chairman 
of the Committee that my name had been raised, and I volunteered 
to call on your staff and appeared before your staff on two occasions, 

I believe on one of the occasions I met you, Mr. Chairman, and we 
talked about Mr. Justice Douglas, and you told me how you had 
recently seen him in Phoenix. At that time I went into this thing 
quite fully with your legal staff and held myself available for further 
questioning at any time. 1 hope that the record will show that fact. 

The second point is that prior to the hearing of June 12, and spe- 
cifically on Monday, June 11, Mr. Tony Clark, Executive Vice Chair- 
man of the Munitions Board, called me on the phone and said this 
hearing was going to be held. I asked whether they wanted me to 
testify. He said he did not know whether it would be necessary, but 
he would let me know, and I stood by. When I found out what had 
appeared in the paper. I immediately got in touch with your office, 
through Congressman Case’s office, to see whether this thing could be 
cleared up. You accorded me the privilege of appearing before your 
subcommittee. 

I would like the record to show that, Mr. Chairman. 

The next thing I would like to add is that when you get all through 
questioning me as to my compensation and my arrangements with my 
clients, and so forth. I hope that you will not overlook the very impor- 
tant question that is involved in this matter as to how Government 
and industry cooperate under mobilization conditions. We consider 
ourselves a guinea pig, and some congressional committee will have 
to act on the issue involved. 

I have tried to get various Congress chairman interested in this 
topic. As you know, in mobilization you have to have Government- 
industry cooperation. Mobilization often creates a situation and an 
occasion where the things that your subcommittee is interested in, 
such as restraints of trade, economic concentration, and things of 
that character are likely to occur. It is, of course, the function of 
Congress to provide the proper safeguards,’in the public interest, 
under which industry-Government cooperation can take place. 

The last point, Mr. Chairman, is that I am appearing here not on 
behalf of the committee or of any member that I represent, but in 
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my own individual capacity, with respect to my operations for the 
people I am acting for, ! : 

Mr. Gotpsrein. I might say, Mr. Chairman, that since Mr. Panuch 
came to the subcommittee’s staff, he has afforded us every cooperation 
in examining records, documents, and any other material which we 
wanted to look at. 

Mr. Keartne. I would be interested before he goes further as to 
whether he could answer counsel’s question as to whether he is an 
attorney. 

Mr. Panucu. Yes,sir; Iam. I am an attorney. 

I took my A. B. degree from Fordham in 1921, New York, and my 
law degree from Columbia, class of 1925. 

I was admitted to the bar in New York, appellate division, first 
department, April term, 1926, 

I have practiced and maintained offices in New York from 1926 until 
1938. My specialties were appellate litigation, corporate reorganiza- 
tion, and private international law. 

From 1936 to 1938, in addition to my private practice, I was special 
counsel to the Reconstruction Finance Corporation in admiralty 
matters, 

In 1938, at the request of my classmate and very good friend, Mr. 
Justice Douglas, I went into the SEC and took over the administration 
of the Chandler Act; that is, the SEC administration of corporate 
reorganizations in the first, second, and third Federal circuits. I held 
that position until the end of 1941. 

At that time, Mr. Struve Hensel, who was then general counsel to the 
Navy Department, and my classmate at Columbia, asked me to come 
down to the Navy Department and reorganize the procurement system 
in the Bureau of Ships, but in the meantime President Roosevelt asked 
me to take over the chairmanship of the Policy Committee of the Board 
of Economie Warfare, and that was in the character of a command 
performance. I took that position and held that for a year, during 
1942. 

Late in 1942, Under Secretary Patterson asked me to come into the 
War Department. I came over there and was assigned to the staff of 
General Clay who was then Director of Matériel, and deputy to General 
Somervell. I was one of the three top advisers on his staff. The other 
two were Major General Harrison, who was General Clay’s Deputy, 
and Mr. Howard Bruce, who was chairman of the board of Worthing- 
ton Pump. I held that position with General Clay until 1944. 

Mr. Keating. Beginning in what year? 

Mr. Panucu. That was the beginning of 1943, gentlemen, up until 
the end of 1944, after the Battle of the Bulge. 

Mr. Krarine. In other words, you were on Clay’s staff? 

Mr. Panucn. Yes, sir. 

Mr. Keating. From what date to what? 

Mr. Panuen. I beg pardon? 

Mr. Kearrne. You were on Clay’s staff when he was Assistant Chief 
of Matériel, between what dates? 

Mr. Panucn. January 1943 to December 1944. 

Mr. Bryson. Approximately 2 years. 

Mr. Panucn. Yes, sir. 

Would you care to have me describe my duties or just go on from 
there / 
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The Cuatrman. Finish your record and your experience. 

Mr. Panucu. In 1944, after General Clay came back from reor- 
ganizing the port of Cherbourg, he was drafted by Mr. Justice Byrnes 
to come over toOWMR. At that time, you will remember Mr. Nelson 
and Mr. Wilson had resigned from the War Production Board and \r. 
Krug was appointed WPB Chairman. Industry had gotten a hea 
start on reconversion, but we were not ready to go ahead with the battle 
of Germany under proper supply conditions. General Clay was 
brought into OWMR to spearhead a re-build-up, you might call it, of 
our supply position. I accompanied him there. 

I stayed there until General Clay left for Europe to become deputy 
to General Eisenhower for Germany, and I was then prepared to go 
back to the practice of law, but Mr. Justice Vinson, who succeeded him, 
asked me to stay on as continuity man. Then Mr. Justice Vinson be 
came Secretary of the Treasury, and Mr. Snyder came in as Director of 
the Office of War Mobilization and Reconversion and he asked me to 
stay on as continuity man. 

Mr. Keatine. What kind of a man? 

Mr. Panccu. Continuity man. 

Mr. Keatrne. What does that phrase mean? 

Mr. Panucu. Somebody who had been there in the prior administra- 
tions. 

Mr. Keatine. I see. 

Mr. Panvucu. I am sorry I used the slang term. 

In 1945, in October, 1 was prepared to return to the practice of law 
in New York, but Secretary he asked me to come with him in the 
State Department. The State Department at that time had several 
outside agencies put into it under a Bureau of the Budget reorganiza- 
tion plan. These were the OSS, the OWI, the FEA, the Rockefeller 
group, and OFLC—that is Tom McCabe's operation—for the liquida- 
tion of foreign surpluses, and he asked me to reorganize the Depart- 
ment to assimilate these agencies. 

I operated with Secretary Byrnes in two capacities. I was his dep- 
uty or executive agent under two Executive orders for the liquidation 
and reorganization of these agencies and their assimilation with the 
Department of State. The other job I had was Deputy Assistant See 
retary for Administration, which took in practically everything that 
was nonpolitical in the State Department. It had intelligence, counter- 
intelligence, visas, passports, administration, budget, and foreign 
service. 

While in the State Department I carried out these duties, and in the 
late fall of 1946 I organized our first meeting of the Council of Foreign 
Ministers, and, at the same time, the General Assembly of the United 
Nations, in New York. 

In 1947, when Mr. Justice Byrnes left, I left with him and returned 
to the practice of law. I was not back in the practice of law very long 
when General Clay asked me to join him in Germany. I did not want 
to go, but I finally was persuaded to go there for an inspection. and 
General Clay, being a very good salesman, got me to stay for 6 
months. I stayed 2 years, and was trapped in the Berlin blockade. 
I was with General Clay in Berlin as a member of his cabinet until his 
departure in May of 1949. 

He had a cabinet of four people, which we called a theater cabinet. 
You will remember General Clay was commander in chief of the 
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European Command and military governor for Germany. In his 
capacity as military governor and commander in chief he had a thea- 
ter office called CINCEUR, meaning commander in Chief, European 
theater. 

There were four men in CLINCEUR when I joined it. There were 
General Parieman, in charge of political affairs; General Draper, 
who later became Under Secretary of the Army; Ambassador Murphy, 
representing the State Department; Admiral Sherman, representing 
the Navy; and myself as adviser without portfolio. 

My duties with General Clay took in practically everything. 

My first assignment with General Clay was to take on the Eightieth 
Congress, which, as you may remember, was then making an invasion 
in force of Europe. 

The Cuarrman. Mr. Panuch, apparently you have had some very 
important positions with the Government. You have been in the 
Government service apparently from 1938 down to 1950. 

Mr. Panvucn. 1949, sir. 

The Cuarrman. Are you not in the Government service now / 

Mr. Panucu. I am not. 

The CHatrrman. You are not? Anyhow, you have been in the 
Government service from 1938 to 1950? 

Mr. Kearine. Mr. Chairman, I do not think we ought to interrupt 
this witness when he was just about to tell us the directions of General 
Clay. He was told to take on the Eightieth Congress. This is the 
first time I have ever heard General Clay taking on any Congress. 
] happened to serve under General Clay, too. I have a very ligh 
regard for him, and I do not think that General Clay ever intended 
to take on any Congress at any time. Now, Iam very much interested 
in what this witness says about being directed by General Clay to 
take on the Eightieth or any other Congress. I wish you would elab- 
orate on that. 

Mr. Panucn. I beg your pardon, sir. I apparently completely 
misstated the position, which is not good for me, and unfair to Gen- 
eral Clay. I certainly do not want to put General Clay in any position 
which is unfavorable so far as this group or any congressional group 
is concerned. 

Let me explain that to you, sir, since you have asked me specifically. 

Mr. Bryson. You must have forgotten that we had some Republican 
Congressmen here. 

Mr. Panucn. Yes, sir. That was the Eightieth Congress. What 
was involved was this: The Congressmen and Senators were coming 
to Europe, and this was the first opportunity that we had ever had 
to give a picture of the occupation to the legislative branch of the 
Government. 

Prior to that time we had Mr. Hoover over in his individual capacity 
on an inspection tour, made at the request of the President, and a few 
committees. I think the Mead committee came over. But this was 
the first time that we had an opportunity to present the picture of 
the oceupation and its problems to the Congress as a whole. Almost 
every committee in Congress came over, and my job was to make 
sure that the Congressmen and Senators got a thorough briefing 
on the main areas of the occupation, which meant pulling people in 
from all over the theater. These Congressmen and Senators came over 
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on a very tight and limited schedule, with only a very short time 
allocated for Berlin, Frankfurt, Munich, and things of that kind, and 
you had to really manage the available time, so that you could fit 
them into their schedule. This meant a high degree of organization, 
finding out what the Congressmen and Senators were interested in, 
and making sure that our people had the facts, and organizing it on 
a sound basis. 

We did that committee by committee. The theory of it was to 
present the case, have all the available witnesses on hand; and the 
minute the presentation was over witness by witness we threw it open 
for questioning and cross-examination. In other words, our policy 
was that whenever any committee came over there for a hearing it 
was a committee of Congress sitting in ordinary or executive session 
in Germany. 

Mr. Keating. I think the gentleman has cleared it wp. I gained 
an incorrect impression on the use of the term. 

Mr. Panucn. Unfortunate term on my part. 

Mr. Keatine. From the gentleman’s language, I understand it now. 

The Cuairman. To go back to what I have indicated, you were in 
the Government service approximately from 1938 to 1950? 

Mr. Panucn. Yes, sir. 

The CHamman. Did you privately practice law during all that 
period also? 

Mr. Panucn. While I was in the Government; no, sir. 

The Cnatmman. Did you have any clients during that period? 

Mr. Panucnu. No, sir. 

The Cuarrman. Did you sever your connection completely with all 
clients during that period ? 

Mr. Panvucn. I liquidated my firm in 1938 when I entered the SEC, 
and even sold a thousand shares of McKesson stock which I had be- 
cause I was handling McKesson. 

The Cuamrman. When did you maintain your office in the Ward- 
man Park Building? When did you start to maintain an ollice there ¢ 

Mr. Panucnu. In October of this year. 

Mr. Keattna. Last year. 

The CHarrman. October of last year. 

Mr. Panuen. I beg pardon, October of last year. 

The Cuamman. And you still maintain your residence at 1 Fifth 
Avenue, New York? 

Mr. Panwucn. Yes, sir. 

Mr. Kearine. Is that an office in the lobby? 

Mr. Panwcu. No. sir: I have had an apartment there, and I have 
office facilities at 2 Wall Street. 

The Cuatrman. Go ahead. 

Mr. Goupstern. Mr. Paunch, would you as briefly as possible de- 
scribe the specific purposes for which the Committee on Military Con- 
tractor Relationship of the Munitions Board was formed? Give us 
the background on that, sir. 

Mr. Panuciu. I would like to refer to the Munitions Board Order 
No. 33, which states the purposes precisely. That is the charter 
under which we are operating. 

The Cuatrman. Let us have in your own language, please, what is 
the function of the Military Contractor Relationship Committee. 
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Mr. Panven. Well, the Committee on Military Contractor Rela- 
tionship of the Munitions Board 
The Cuarrman. What is it? 
Mr. Panucu. The Military Contractor Relationship Committee was 
set up in October of 1949. ‘There i is a prior history to that, because 
Mr. Forrestal was interested in getting the procurement system on 
some kind of a rational basis. This was a period of peace. The armed 
services had been demobilized, cut down, and unified, and there was 
the usual confusion that arises out of any major reorganization, and 

Mr. Forrestal thought this was a time—— 

The Cramman. Mr. who? 

Mr. Panccn. Mr. Forrestal thought this was the time to examine 
the basic question as to whether vou could ever get the military pro- 
curement system where it would function on a basis of sound 
pric ing—— 

The Cuamman. Was i t originally organized within the confines 
of the Munitions Board? 

Mr. Panvcn. It was a committee of the Munitions Board. 

The CHamman. How many members on that committee / 

Mr. Panucn. There are 20 members. 

The Cuatrman. We have the list, and I think they have been placed 
in the record.** 

Mr. Goupstern. Yes. 

The Cuamman. They are in the record. 

Were you appointed “counsel to any of those members? 

Mr. Panucu. Yes. sir. Do you want the—— 

The CuatrmMan. Just a minute. 

Mr. Goupsrern. In line with the chairman's questions, IT wonder, 
in answering them, if you would be kind enough to tell us the events 
which led up to your being retained by certain members of the com- 
mittee and, as you describe that, will you from time to time indicate 
the extent to which the Munitions Board officially knew the extent 
of your being retained by members of that group. 

Mr. Panvucn. I was first approached on this matter in Decembet 
1949 by Mr. Hensel. 

The Cuamman. Struve Hensel ? 

Mr. Panucn. Yes, sir. 

The Cuamman. Of what law firm ? 

Mr. Panucnu. Carter, Ledyard & Milburn. 

The CHatrrman. And he isa member of that firm / 

Mr. Panvucn. He is a member of the firm. He asked me if I wouid 
be interested. 

The Cuairman. He is a lawyer also? 

Mr. Panucn. Yes, sir. 

He asked whether I would be interested in taking on this job, and 
he gave me a very casual description of it, and I said I was going to 
take a vacation after my siege in Germany, and that I was not inter- 
ested. That was all at that time. He asked me to advise Frank 
Altschul and some other members of the Committee on Free Europe 
as to propaganda in Germany, and that is how I fix the date in 
December. 









27 See exhibit No. 32, supra, p. 297 
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The Carman. Did any member of the Munitions Board approach 
you on the question of acting as counsel to this committee? 

Mr. Panucn. No, sir. 

The next conservation I had with him was in April, and he raised 
the point again, and he said it is serious now because “we really need 
somebody to pull this committee together.” He said, “We have got 
to have somebody who knows the services and has their confidence. 
We need somebody who has the confidence of industry, who has had 
experience in Government, and knows how Government operates. 
You are available and foot-loose. Would you consider it?” 

I said, “Let me talk to Clay and Eberstadt.” 

The Cuairman. Clay and who? 

Mr. Panucnu. Ferdinand Eberstadt. Mr. Eberstadt was head of 
the so-called Eberstadt task force of the Hoover Commission whic), 
made a very comprehensive study of the National Military Establis), 
ment in 1948. They had just completed a report in December of 
1948, which was transmitted by the Hoover Commission to the Con 
gress in January of 1949. Mr. Forrestal’s action on this procurement 
business was the direct result of that report. I wanted to get Mr. 
Eberstadt’s viewpoint as to whether the Munitions Board study was 
feasible and whether it was appropriate and whether, in his judgment, 
the problem was important enough and timely enough to get into, 
because obviously it involved a tremendous amount of work. 

Mr. Eberstadt, being a man of action, said, “Yes, I think you ought 
to do it; it isa publie service.” He said, *What’s more, I will write 
to some of these people on the committee and get them behind you.” 
which he did. 

Mr. Goipstern. I might interrupt at this point, Mr. Panuch, wit) 
reference to a letter dated April 24, 1950, from John L. Collyer, 
of the B. F. Goodrich Co., one of the members of the Munitions Board 
Advisory Committee, to Mr. Ferdinand Eberstadt, F. Eberstadt & 
Co., 39 Broadway. This letter reads as follows, and I will ask the 
chairman if I might put it in the record. 

The Cuarrman. What is the date of it? 

Mr. Gotpsrrin. April 24,1950. It is as follows: 

Dear Ferp: I thank you for your letter of April 18 regarding the all-important 
problem of maintaining live contacts between industry and the various branches 
and departments of the Office of Defense and that of the armed services. 

You suggested that some useful relationship might be brought about if indus 
try committees were to have wer paid executives as their heads. In this 
connection you mentioned Mr. J. Anthony Panuch and suggested that he might 
be available to serve as head of the Munitions Board Advisory Committee on 
Military-Contractor Relationship, of which I am a member. 

There has been only one meeting of this committee since its formation and that 
was several months ago. Our next meeting is scheduled for Friday of this week 
I shall be glad to consider, myself, and mention to other members of the com 
mittee your idea. 

I enjoyed seeing you at the New York University anniversary party and regret 
that there was not an opportunity for a longer visit with you. 

With kindest personal regards, 
Joun L. CoLiyer. 

That is in line chronologically with your discussions with Mr. Eber- 
stadt; is that correct, sir? 

Mr. Panucn. Yes, sir. 

Mr. GotpsTeIn. At the same time, on April 25 you have a letter from 
Hiland G. Batcheller, who is also a member of the committee and who 
is from Allegheny Ludlum Steel Corp. 
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The CHarrMAN. When you say committee, you mean Military Con- 
tractor Relationship Committee. 

Mr. Gotwstern. Mr. Batcheller being chairman of the board of the 
Allegheny Ludlum Steel C orp., and his letter to Mr. Eberstadt also 
refers to the question of having someone on the committee in order 
to get action. May that be accepted for the record, sir? 

The Cuatrman. Yes. 

(The letter referred to follows:) 


ExHInir No. 51 


ALLEGHENY LUDLUM STEEL Corp., 
Pittsburgh, Pa., April 25, 1950. 
Mr. F. EBERSTADT, 
F. Eberstadt & Co., Inc., 
New York, N. Y. 

Dear Eser: Upon my return from a vacation in Florida, I have just received 
your letter of April 18. 

First, let me tell you that it is nice to hear from you on any subject. I hope 
that you are aware of my affectionate regard for you which I acquired during 
eur association in Washington, and I regret that our paths do not cross more 
frequently. 

The only result in an exhaustive and sincere effort that I made to obtain the 
active help of capable businessmen for Jim Forrestal and Don Carpenter is an 
extremely cynical feeling regarding the willingness of ‘“‘men of affairs” to devote 
any real time and effort to the needs of the Armed Forces in times of peace. I 
think that we will pay for this at some future date, and Lord knows that if 
Panuch can help to remedy it, 1 am for him. I do not think I have much 
influence these days, but such as I have will be in furtherance of your recom- 
mendations, 

With best regards, 

Sincerely yours, 
Batcu 
(Hiland G. Batcheller.) 


Mr. Gotpsrern. Go on, Mr. Panuch. 

Mr. Panucu. The reason for these letters being written at that 
time was that there was a meeting of this Committee on Military 
Contractor Relationship slated for April 28, and action was going 
to be taken at that time as to getting counsel or other assistance. I 
think there were several other names besides mine under considera- 
tion, but I gave them consent to consider my name. 

The CHarrman. Consideration by whom ? 

Mr. Panucn. Apparently by the committee. 

The CHairman. The entire committee or some members of it? 

Mr. Panucnu. I do not know, Mr. Chairman. I am quoting Mr. 
Hensel now. 

After April 28, at the meeting, Mr. Hensel called me up and said 
that a subcommittee of the Committee on Military Contractor Rela- 
tionship had been designated, consisting of himself, Mr. John Collyer, 
and Mr. Fred Crawford, the industry chairman of the committee, to 
look over the field of candidates. 

The CHatrman. What? 

Mr. Panucnu. To look over the field of candidates who had been 
suggested. 

The Carman. Candidates for counsel ? 

Mr. Panucnu. Yes. 

He then called me about 2 days later and said that before I talked 
to the committee, that is, the subcommittee of Hensel, Collyer, and 
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Crawford, that I should go down and check with Mr. Lynde, Corne|ins 
Lynde, who was then the new Government chairman of the Com- 
mittee on Military Contractor Relationship, so that he could be satis- 
tied as to my qualifications for the post, and so forth. 

I think it was on May 3, pursuant to this request of Mr. Hensel’s, 
that I went to Washington and conferred with Mr. Lynde and his 
staff. I told him what I had done in the procurement field, and so 
forth, and he seemed satisfied. They were very courteous and gave 
me papers to study. He said, “Get busy on the thing and get it lined 
up.” 

The Cuairrman. Get what lined up? 

Mr. Panucu. The retainer. They were quite anxious to get the 
committee organized and do something. 

The Cuamman. Mr. Lynde, Government chairman of this com- 
mittee, Was anxious to get some counsel appointed ? 

Mr. Panvucn. That is right. 

Mr. Bryson. And arrange for the fee, I believe you were about to 
say, the retainer. 

Mr. Panucu. Oh, no; Mr. Lynde did not retain me. 

The Cuarrman. He was anxious to have some arrangement made 
whereby some counsel could be retained. 

Mr. Panucn. Yes. Pursuant to this I received a call from Mr. 
Fred Crawford on May 20 or 21. 

Mr. Gotpstreix. That is Mr. Crawford, of Thompson Products? 

Mr. Panucn. He is the industry chairman of the committee. They 
had made several dates to meet with me, and could not keep them, 
He phoned and said, “We will do it this way. John Collyer is flying 
in tomorrow”’—I think that was Tuesday—“to New York.” 

The Cuamman. Of the B. F. Goodrich Co. ? 

Mr. Panvcn. That is right, sir. He was flying in to New York, 
“and you go see him, and then when vou get through with him, you 
meet me the next day in Washington. I am coming down for the 
Williamsburgh aircraft meeting,” which I did. 

I talked to Mr. Collyer, and that night I came down to Washington. 
The next day, I think it was May 24, I met with Mr. Crawford, and 
it was at that time that we discussed terms. 

I asked him what his views were as to what T should do on this 
committee and, as I recollect the conversation, Mr. Crawford said, 
“Well, we want somebody who will pull our ideas together and get 
them into the Board; find out what the Board wants and let us know 
and pull the show together generally, because we are scattered all 
over the country. We are busy, and we just simply cannot devote our 
own individual time to the staff work that has to go on to prepare 
us for these various meetings and the various matters that are re- 
ferred to us by the Board.” 

He said, “That is what we want you to do.” 

We talked compensation, and I said, “Is this a full-time job or a 
part-time job?” 

He said, “Well, if it is a part-time job it is no good. It has got 
to be a full-time job or nothing,” and I said, “Well, I was just going 
to tell you if it is a part-time job you can write your own ticket. If 
it is a full-time job there is a minimum as to what I have got to get 
out of it before I would be interested.” 
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He said, “What are your terms?” I said, “$4,000 a month and ex- 
penses, 

He said, “What do you figure on expenses?” And I said, “Well, 
there is going to be a lot of travel. You have to figure expenses at 
$1,000 a month.” 

I said—now, at that time, Mr. Chairman, you should bear in mind 
this was before Korea, and we had planned to run this out of New 
York. 

The CnarrmMan. Planned what ? 

Mr. Panvucn. Planned that I would be able to have my base in 
New York, so that I wouldn’t be put completely out of touch with 
former clients and contacts in New York, because after all that is 
my base. So we then talked about office space and office expense, and 
I figured that at about $17,000. I told him, “If any member of the 
committee wants to provide that in kind, that is O. K. with me.” 

The CuarrMan. $17,000 for—— 

Mr. Panvcnu. Office expense. 

The Cuarmman. What does that mean? Setting up the office 

Mr. Panveu. That is right. 

The Cuamman. Furniture / 

Mr. Panucn. That is right: a year’s budget for the office. 

The CHarrman. A year’s budget. That was in addition to the 
$12,000 expense / 

Mr. Panucnu. That is right. 

The CHarrMAN. So the total was $48,000 compensation $12,000 ex- 
penses, and $17,000 for organizing and maintaining the office, or $77,- 
000 for the year? 

Mr. Panucu. Organization and maintenance of the office, and what- 
ever staff there was for a year. 

Mr. MeCutiocu. And that was to be in New York / 

Mr. Panucn. In New York. 

Mr. McCuttocu. You did not necessarily contemplate devoting 
your full time to those activities 

Mr. Panucnu. Oh, yes. 

Mr. McCutziocnu. Didn't I understand you to say that you contem- 
plated a New York office where you could still maintain some con- 
tact with old friends, clients and so on? 

Mr. Panucnu. Social contacts and so forth. I have the memoran- 
dum of the transaction on a piece of paper. 

Mr. Bryson. That would ve an “after hours” contact. 

Mr. Panucu. That is right. If you want to see the slip of paper, I 
will put it in the record. 

The Cuamman. Go ahead. 

(The paper referred to is in the subcommittee’s files.) 

Mr. Goupsrern. This is the memorandum—thiis is the one that you 
referred to as the—— 

Mr. Panven. The famous Carlton memorandum, ves, sir. 

The Cruainmman. At which time Mr. Crawford was present ‘ 

Mr. Panvucn. Oh, yes. There was just Mr. Crawford and myself. 

The Cuamman, Go ahead. 

Mr. Panvucu. So he said, “Well, that sounds good.” He said, “I 
will have this thing cleaned up by June 1, Let’s get started.” 

Mr. McCunziocn. June 1, 19504 
Mr. Panvcu. That is right. 
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Well, nothing happened. Then one day Struve Hensel came back 
from Washington and told me, “There has been some trouble about 
this thing,” and he said 

Mr. Goupstein. Just at that point, if I may interrupt, up to this 
time, through Cornelius Lynde, and possibly other people, the Muni- 
tions Board was fully advised—I just want to make the record clear— 
of the fact that there was contemplated counsel for this particular 
committee. 

Mr. Panvucu. I do not want to characterize anything other than 
the facts. They knew that I was negotiating. 

The Cuatrman. That is Mr. Lynde, Cornelius Lynde, who was a 
member of the Munitions Board ? 

Mr. Panucu. No, sir. 
The Cuatrman. He was the Government chairman. 

Mr. Panucu. No, sir; he was the Government chairman of the 
Committee on Military Contractor Relationship, and he was the ad- 
viser to the Chairman of the Munitions Board on Military Contractor 





Relationship. 
Mr. Goupsrern. And you were here this morning, were you not, 
sir, and heard read into the record the letter dated June 1, 1950, from 


Mr. Lynde to Mr. Hensel in which he said among other things what 
the situation was, referring to your employment, and whether there 
was anything he could do to push it along? ® 
Mr. Panucn. Yes, Lam familiar with that. 

Mr. Goupsteix. And you have been familiar with that letter, sir’ 

Mr. Panucu. Yes, sir. As a matter of fact, Mr. Hensel gave me 
that letter. 

Mr. McCutroven. I would like to ask a question or two before | q 
am forced to leave. F 

The Cuarrman. Very well. 

Mr. McCuttoven. Was u contract consummated pursuant to the 
memorandum you handed up to the committee / 

Mr. Panucu. There were individual retainers by several of the 
members of the committee. 

Mr. McCutiocn. And you entered on your duties pursuant to that 
memorandum ¢ 

Mr. Panvucn. That is right, but not in accordance with the amounts 
there specified. 

Mr. McCutiocn. Would you tell us briefly, unless I am invading 
the field that the chairman wishes to enter, the exact figures that you 
actually were paid ? 

Mr. Gotpsrrr. I may be able to assist Mr. McCulloch by asking 
this question. 

Is it correct to state that your arrangement with each of the mem- 
bers who were to retain you was that each was to pay you $250 a 
month, and in addition, one member to pay a half share, is that 
correct ¢ 

Mr. Panven. That is correct. 

Mr. Goupstern. And that there were 12 members all told, which 
made the sum of $2,875. 

Mr. Panucu. May I simplify this by showing you a little mem- 
orandum that I got up, with a list of the members of the committee, 
indicating the amounts that have been paid to me by each per month 


[exhibiting sheet of paper]. 


28 See exhibit No. 44, supra, p. 376. Ba 
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The ones in the quadrangular squares are the ones that Mr. Craw- 
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ford and I figured would pay but did not pay, and did not come into 


the agreement. 
Down here in the right-hand corner are the totals of anticipat 


collections, and the lowest figure is what, as of June 30, 1951, w 
actually be received for the year’s operation. 
May I hand that to you, Mr. Chairman 4 
The Cuamman. That wi!l be accepted in the record. 
(The document referred to follows :) 
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Members of the Munitions Board Industry Advisory Committee on Military- 


Contractor Relationship 


Mr. Hiland G. Batcheller, chairman of the board, abn d Ludlum Steel 


Corp., Oliver Bidg., Pittsburgh, Pa__._....-. 5... ---_..--~.-=- _ $250 
Gen. Lucius D. Clay, chairman of the board, r ‘ontinental c an Co Oo. 100 East 
42d St., New York 17, N. Y_------ ST ES eee a 
Mr. John L. Collyer, president, the B. F. “Goodrich C 0., “Akron, Ohio___- 250 
Mr. Fredecick C. Crawford, president, Thompson Products, Ine., 28555 
Euclid Ave., Cleveland 17, Ohio____---~---~- — ooo 
Mr. Harlow H. Curtice, executive vice preside nt, General Motors Corp., 
General Dieters Bie... Deteett, Mich... 0 1 nt tences 250 
Mr. Harry L. Dalton, vice president, American Viscose re orp., 350 Sth Ave., 
New York 1, N. Y-.----- a8 250 
~, Donald W. Douglas, president, Doug: is . Aire raft Co. "Inc. Santa “Monic: a, 
Ce i oat ca ie - ae ae, | ae 
Mr. John M. Hancock, Lehman B ros., 1 William St., ‘New York, Y NV 
Mr. H. Struve Hensel, Carter, Ledyard & Milburn, 2 Wall x New York 
eS ma 3. z pia fost. ie NP 
Mr. Henry Porter Isham, Sr., First National Bank Bldg., room 1007, 38 
South Dearborn St., Chicago $, Tl.*_....._.................. 250) 
Mr. William L. Marbury, Marbury, Miller & Evans, 1000 M: iryland “Trust 
a SG > el a ee ee ree 
Mr. Thomas A. Morgan, chairman of the board, the Sperry Corp., 30 
20 


— oe“ Plaza, New York 20, N. Y__-- 
. Rathbone, Standard Oil Co., 30 Roe kefeller p laza, New ‘York 20, 


. Rie hard $ Reynolds, Jr. ies president, Re ynolds Met: ils Co., 3d and Grace e 
Sts., Richmond, Thins - pe em ctedie 2 ipicouaes ae 

Mr. Willard F. Rockwell, chairman, Roe kwell “Manuf: vcturing Co., 400 
North Lexington Ave., Pittsburgh 8, Pa.’_.--_------ — 

Mr. Edwin J. Schwanhausser, executive vice “e president, Worthington Pump 
& Machinery Corp., 401 Worthington Ave., Harrison, N. J_—_- 

Mr. Walter W. Tangeman, vice president, Cincinnati Milling Machine 
Co., Cincinnati 9, Ohio’ t 

Mr. Ralph R. West, president and general manager , the West Steel Casting 
Co., 805 East 70th St., Cleveland 8, Ohio ae 

Mr. Walter H. Wheeler, Jr., president, Pitney-Bowes, Inc., Stamford, 
Conn = ackccainaiiad ; ‘ : : 

Mr. John B. Woodward, Jr., president, Newport News Shipbuilding & Dry 
Dock Co., Newport News, Va__.....-..._.._.-. =e: ia 
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The Cuarrman. What did you actually receive ? 

Mr. Panucu. As of the end of June 30 of this year, I will have re- 
ceived whatever it says there at the bottom of the page. 

Mr. Bryson. That would be for 13 months? 

Mr. Panucnu. No, sir; 12 months. 

The Cuamman. You have only received $2,875? 

Mr. Gotpstre1n. Per client. In other words, you have 12 clients, 
and each 

Mr. Panvcu. I did not break it down that way. Those are the 
totals per month. 

The Cuairman. You received $2,875 per month ? 

Mr. Panvcn. That is right. 

The Cuamman. How many months were there / 

Mr. Panucu. Since July 1, 1950. 

Mr. McCutzocn. Did that cover this so-called office expense ? 

Mr. Panucn. What happened, sir, was that after Korea there was 
no more question about New York. I had to move down here, and I 
moved into the Statler Hotel. I had two rooms at the Statler. I only 
moved out of the Statler because, after talking to Chairman Vinson 
of the Armed Services Committee, and asking him about the propriety 
of this relationship—— 

Mr. McCutxocu. No; let’s get to the point. Did that cover every- 
thing? 

Mr. Panvucn. It covered everything. 

Mr. MeCutiocu. That answers the question. 

I have one more, and then I must go, I am sorry. 

This money that was paid per month was paid by individuals or 
hy corporations / 

Mr. Panucn. Corporations. 

Mr. McCutzocn. By the corporations? 

Mr. Panven. By corporations. 

Mr. McCut.ocu. Not by the individual members? 

Mr. Panucn. Not by the members, by the corporations. 

Mr. McCutzocn. I am sorry, Mr. Chairman, but I must leave now. 

The CuatrMan. When you said July 1, did vou mean July 1, 1950? 

Mr. Panucu. Yes, sir. 

The CuatrMan. So I think it might be well to read what you have 
testified to, namely, that Mr. Hiland G. Batcheller, of the Allegheny 
Ludlum Steel Corp., agreed to pay you $250 a month, and did so, 
which is July 1, 1950. 

Mr. Panccu. Yes. 

The Cuamman. And that Gen. Lucius D. Clay, chairman of the 
board of the Continental Can Co., paid $250 per month ? 

Mr. Panucu. He formed the committee in October. 

The Cuarmman. And that Mr. John L. Collyer, president of the 
Bb. F. Goodrich Co., paid $250. 

Mr. Panucn. Yes. 

The Cuamman. And that Mr. Frederick C. Crawford, president of 
Thompson Products, Inc., paid $250 per month. 

Mr. Panucnu. That is right. 

The Cuarmman. And Mr. Harry L. Dalton, vice president of the 
American Viscose Corp., paid $250 per month. 

Mr. Panucnu. That is right. 
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The Cuatmmman. And Donald W. Douglas, president of the Douglas 
Aireraft Co., Inc.—is that $250 a month? Does that mean that he 
did not pay 4 

Mr. Bryson. That is right, I believe, is it not? 

Mr. Panucu. Mr. Douglass did not retain me and did not pay. 

Mr. Bryson. And neither did Mr. Harlow H. Curtice, executive vice 
president of General Motors Corp. 

Mr. Panven. That is right. 

The Cuatrrman. He was from General Motors Corps. ? 

Mr. Panucu. That is right. 

The Cuamman. And Mr. John M. Hancock of Lehman Bros. in 
New York. What does “NP” mean ¢ 

Mr. Panucnu. No pay. [Laughter. ] 

Mr. Goupstrern. I might ask you at this point if it is correct to 
say where there were members of the committee who were not in- 
dustrialists but who wished to enjoy your services, and that you 
arranged to provide them with-service without any compensation, 
that is to say, Mr. Henry Porter Isham, Sr., First National Bank 
Building of Chicago, was not an industrialist, and you served him 
on a no compensation basis 4 

Mr. Panucu. I served him, but I did not represent him. 

Mr. Gotpsrern. Would that also be true of Mr. John Hancock of 
Lehman Bros. ¢ 

Mr. Panucu. Yes, sir. 

Mr. Goupsrern. You served him but you did not represent him? 

Mr. Panvcu. That is right. 

Mr. Gotpsrern. And also H. Struve Hensel and William L. Mar- 
bury ¢ 

Mr. Panvucn. That is right. 

Mr. Goupsterx. Of Marbury, Miller & Evans? 

Mr. Panucu. Yes. 

The Cuarmman. They are lawyers? 

Mr. Panucu. Yes. 

The Cuatrman. In addition to Mr. Hancock we have these addi- 
tional members of the Munitions Board Industry Advisory Com- 
mittee on Military-Contractor Relationship: 

Mr. H. Struve Hensel, you did not receive any compensation 
from him? 

Mr. Panucu. That is right. 

The Cnamman. And you did not receive anything from Mr. Henry 
Porter Isham of the First National Bank of Chicago? 

Mr. Panucnu. No, sir. 

The Cuarmman. And you did not receive any compensation from 
William L. Marbury, of Marbury, Miller & Evans of Baltimore ¢ 

Mr. Panucnu. That is right. 

The CuarrMan, But you did receive $250 a month from Thomas 
A. Morgan, chairman of the board of the Sperry Corp. ? 

Mr. Panucu. Yes. 

The Cuairman. You did receive $250 per month from M. J. Rath- 
bone of the Standard Oil Co. 

Mr. Panucu. Yes. 

The Cuamman. You did receive $250 from Richard S. Reynolds, 
Jr., president of the Reynolds Metals Co. ? 

Mr. Panven. That is right. 
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The Cuatrman. But you did not receive any compensation froyy, 
Williard F. Rockwell, chairman of the Rockwell Manufacturing 
Co. of Pittsburgh, Pa.? 

Mr. Panvcn. Right. 

The Cuairrman. You did receive $250 from Edwin J. Schwan. 
hausser, executive vice president of the Worthington Pum) ¢ 
Machinery Co. 

Mr. Panucn. Yes. 

The CuarrMan. You received nothing from Walter W. Tangema) 
vice president of the Cincinnati Milling Machine Co. ? 

Mr. Panvucn. That is right. 

The Cuamman. You received $125 from Mr. Ralph R. West of ¢\x 
West Steel Casting Co., its president and general manager, of Cle\ 
land, Ohio? 

Mr. Panucn. Yes. 

Mr. Gotpsrerx. May I interrupt right at this point for a moment, 
Mr. Chairman ¢ 

The Cuamman. Yes. 

Mr. Goupsrein. Is that the so-called small-business man who par 
ticipated for a half share? 

Mr. Panucn. Yes, sir. 

The Cuairman. You received $250 from Walter H. Wheeler. Jr. 
president of Pitney-Bowes, Inc., of Stamford, Conn. ? 

Mr. Panucu. Yes. 

The Cratrman. And you did receive $250 from John B. Wood 
ward, Jr., president, Newport News Shipbuilding & Drydock Co., 
Newport News, Va. ? 

Mr. Panucn. Yes, sir. 

The Cuamman. Now, you have a notation as follows: Your esti- 
mated compensation was, I presume, 12 months at $250 or $3,750, per 
month, plus $125 per month, making an estimate of what you thought 
you would get of $3,875 per month, monthly, since July 1, 1950, to 
June 30, 1951. 

You actually received out of all these 11 compensations at $250 per 
month, or $2,750 per month, and one compensation of $125 per month, 
making a total actually received of $2,875 per month, since July 1, 
1950; that is correct, is it not? 

Mr. Panucn. That is subject to a deduction of $750 for General 
Clay, who only came in in October. He joined the committee late in 
September. 

The Cuatrman. When was the last time you received compensation / 

Mr. Panucn. This month. 

The Cuamman. This month? 

Mr. Panucnu. Yes. 

The CuatrmMan. Are you still acting as counsel ? 

Mr. Panucu. Yes, sir. 

The Cuamman. You are still at this moment counsel to that com 
mittee ? 


Mr. Panucn. Not for the committee, for the individual members. 
? 


The CHatrMANn. I mean, you are still counsel for these individuals’ 

Mr. Panucu. Yes, sir. 

The CHatrman. Who are members of this Military-Contractor 
Relationship Committee of the Munitions Board ? 

Mr. Panucnu. Yes, sir. 
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Mr. Bryson. They constitute a majority of that committee, don’t 
they? 

Mr. Panucu. How many are there, 11? 

Mr. Goupsrern. There are 12 out of 20, sir. 

May I ask at this point, Are you being retained by the individual 
members with reference to the committee work, that is what you are 
being retained for, isn’t it? 

Mr. Panucn. That is correct. 

The Cnarrman. You don’t do anything else but that ? 

Mr. Panucu. That is right. 

Mr. GotpsTe1n. So that any statement that you may be working 1 
day a month would not necessarily follow, is that correct ? 

Mr. Panvcu. Not only does it not necessarily follow, it is entirely 
inaccurate. 

Mr. Gotpsrern. With reference to clarifying the record as to the 
financial arrangements, I should like the chairman’s permission to 
read in its entirety a rather long letter dated June 16, 1950, from Mr. 
H. Struve Hensel, a member of the committee, to Mr. F. C. Crawford, 
president of Thompson Products, Inc., Cleveland, Ohio. 

Mr. Bryson. Both of whom are participating members. 

Mr. Gotpstern. That is right. You may remember that Mr. Hensel 
was involved in the negotiations leading to Mr. Panuch’s being 
retained by the various members of the committee. The letter reads 
as follows: 
DEAB FRED 
I assume that is Cornelius Lynde of the Munitions Board— 


called me on the telephone and started the conversation by saying that he 
had been talking to you about Panuch’s employment and that, in the opinion 
of Mr. Howard— 


By the way, who is Mr. Howard, Mr. Panuch ? 
Mr. Panvucn. He was the Chairman of the Munitions Board at 


that time. 
Mr. Gortpsrerx. Thank you (continuing)— 


and himself, the proposed compensation was too high. The basis for that 
comment was his worry as to what Drew Pearson might say about a “highly 
paid lobbyist.” 

In reply I took the following position: (a) That the $4,000 per month com- 
pensation was based on Panuch giving his entire time to the proposed job; (b) 
that I thought the job was worth that much money and really more: (¢) that 
I did not understand any worries about what Drew Pearson might do because 
Pearson is no more effective than yesterday's newspaper; (d) that I had never 
paid any attention to Pearson while I was in Washington and that although he 
attacked me frequently his attacks neither prevented my advancement nor 
interfered with my effectiveness ; and (e) that I could not think of anyone really 
capable of doing the proposed job who would do it for less. 

I also added the comment that in the industrial world prestige and position 
are conferred only by compensation and that any man undertaking this job 
would fail unless he is paid enough so that both the Government officials and 
the industrialists recognize his stature. I have seen too many men fail to do 
jobs, both in business and Government, because they did not have the prestige 
necessary to swing the job. It is undoubtedly true that in Government prestige 
can be conferred by titles, red carpet, ete., and that pay is judged as a relative 
Inatter (i. e., how close to the pay of a Cabinet Secretary) rather than by a 
consideration of the money alone. Outside of Government, the standards are 
pee different and relative compensation is judged against a very much higher 
ceiling. 

I further told him that, if he and Mr. Howard wanted to debate the com- 
pensation on the basis of what the job was worth, I thought that was a fair ap- 
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proach, but that I could not start an argument by admitting the job was worth 
much more and then trying to convince myself that someone ought to make a 
sacrifice and do it for less. 

He seemed somewhat impressed by my arguments, particularly the one about 
the necessity of conferring prestige on the man about to do the job. He expressed 
great doubt, however, as to whether the job would be a full time job for very 
long. I incline toward your views on that subject and I do not think the Muni- 
tions Board yet appreciates just how vital the job is and what is involved in 
doing a real job. 

Lynde said he would call you on Monday and I thought it best that you be fore- 
warned. I cannot get myself the least bit disturbed about the possibility of 
publicity as to the compensation. I am not ashamed of paying what jobs are 
worth and I will take that position anywhere. One of the big troubles with 
Government lies in the fact that the selection of personnel is very much re 
stricted to two classes of men: (a) The men who are worth no more than they 
are paid by the Government and (6b) the men who are wealthy enough to afford 
the sacrifice. “The latter class is just not numerous enough to get the job done 
and I do not want to use the first class in any of the top positions. 

If you agree with me and can raise the necessary funds, let’s go ahead fast. 
T am certain that the Government will not turn us down and that this flurry will 
likewise be a tempest in yesterday’s teapot. 

Sincerely yours, 
H. Srruve HENSEeL. 

The Ciamman. What is the date of that? 

Mr. Goxpsrern. June 16, 1950, reflecting a conversation—— 

The Cuarrman. What year? 

Mr. Goupstrern. 1950. Reflecting a conversation regarding Mr. 
Panuch’s 08 gnmamamen carried on between Mr. Lynde and Mr, H. 
Struve Hensel. 

Now, Mr. Panuch, was that point of view conveyed to you by Mr. 
Hensel or by the members of the committee who wished to retain you 
as regards to the Munitions Board point of view on this matter / 

Mr. Panvucu. I am sorry. I did not understand the question. 

Mr. Goupstrerx. Well, as to the fact that you may be worth the 
amount of money, but that the Munitions Board might not want to 
be in the position of 

Mr. Panvcn. I discussed that with Mr. Hensel. 

Mr. Gotpsrern. And Mr. Hensel took the view that as to your com- 
pensation it should be based not on publicity problems but on your 
job? 

Mr. Pancen. Yes; my point with Hensel was this, I said that is all 
I can afford to do it for. 

The Cuamman. You were not a member of this committee, were 
you ¢ 

Mr. Panucu. No, sir: I was not. 

The Cuamman. Well, just what was your function as counsel— 
well, I will withdraw that question. Go ahead. 

Mr. Goupsrrin. Now, getting down to the actual fee arrangements 
which appear in the record, does the actual arrangement also contem- 
plate some increase or ceiling that could in some events come into 
play ? 

Mr. Panucn. No. 

Mr. Goupstrern. So this is the standard arrangement as of the 
present time ¢ 

Mr. Panucu. Yes. 

The Cuarmman. There is nothing more in writing except that slip 
of paper you have given to us and the oral arrangement you had 
with these men / 
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Mr. Panucu. There is a standard form of retainer that I gave 
counsel, 

Mr. Gotpsre1n. Yes. I would like to introduce that in the record 
now, if I may, sir. 

This represents a letter from John Collyer of B. F. Goodrich, in 
the form of a retainer to Mr. Panuch. 

The CuarrMan. This is dated August 14, 1950. and it reads: 

This will confirm the arrangements whereunder you are retained, effective 
July 1, 1950, as special counsel for this company on a month-to-month basis 
at the rate of $250 per month, for the purpose of assisting and consulting with 
me, in connection with my responsibilities and activities as a member of the 
Munitions Board’s Industry Advisory Committee on Military-Contractor Rela- 
tionship. 

Enclosed is our check in the amount of $250 covering your service through 
July $1, 1950. Until further notice, future checks will be mailed without billing 
on or about the last day of each month. 

And that letter is signed “John Collyer.” It is on the stationery 
of the B. F. Goodrich Co. of Akron, Ohio. 

Mr. Goupsrern. Is it correct to state, if you have any knowledge 
with particular reference to this letter, that you were carried on the 
books of the various companies as counsel to the company itself, is 
that correct ? 

Mr. Panucnu. I have no direct knowledge, but I assume that would 
be the fact. 

Mr. GotpstEIn. Now, sir, we have already brought out the fact that 
you assisted people on the committee who did not actually retain and 
pay you for your services, and those included those persons whom we 
might classify as the nonindustrialists on the list ? 

Mr. Panucu. That is right. 

The Carman. To all intents and purposes you were acting as 
counsel for the committee. 

Mr. Panvucn. I would not say that. 

The Cramman. Well, the whole is equal to all of its parts, and you 
are acting as counsel for all members, aren’t you? Wouldn’t you be 
acting as counsel for the committee then ? 

Mr. Panven. I think, Mr. Chairman, that the ones who did not come 
in are pretty strong personalities, and they carry a lot of weight io 
the committee—people like Donald Douglas, Curtice, and Rockwell— 
they are pretty potent fellows, and they have minds of their own. I 
don’t think that you could say accurately that I represent the com- 
mittee, and I am not fencing with you. That is so as a matter of 
fact. 

The Cuamman. Well, if you represent every member of the Judi- 
ciary Committee of the House, every member of the committee, and 
you attend the meetings of the committee and sit with them and 
counsel with the, if you were to do that, wouldn’t you jolly well be 
representing the committee ? 

Mr. Panucu. I should think so, but I don’t counsel with all of 
these people, sir. 

Mr. Gorpsretn. Just to clarify the record, there was introduced 
this morning a letter dated June 27, 1950, to Mr. Hensel, or rather, 
from Mr. Hensel to Mr. Cornelius Lynde, chairman of the Industry 
Advisory Committee of the Munitions Board. From that letter I 
read into the record a statement referring to your arrangements or 
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then pending arrangements with the various members of the com- 
mittee which indicated that such arrangements will also benefit the 
Government, and that the Munitions Board should not in any way 
place a restriction on industry and business for research to be done 
or rates of compensation to be paid.” 

Now, would it be correct to infer that it was your understanding of 
your position with the various members of the committee that you 
were to work in such a way that your activities would be a benefit to 
the individual members, as well as to the Government itself? 

Mr. Panucn. I don’t think—certainly that never came into my 
mind, and I doubt that you could so infer from that letter, althoug! 
I would rather let it speak for itself. 

Mr. Goxpsrern. I just wanted to know what your understanding 
of that was. What is your understanding of your relationship, if 
I may just bring this thought in now, as between the interests of the 
Government and the interests of the individual members you repre 
sent ¢ 

Mr. Panvucu. I think these people have a job to do for the Govern- 
ment; to get the best thinking of a cross-section of all industry with 
respect to the particular problem of how you combine the procure- 
ment system with profit controls. It was my job to get their best 
thinking on that, and where there were honest differences of opinion, 
to state both sides of the case. 

The Cuarrman. Don’t you think your being retained this way was 
a mere subterfuge ¢ 

Mr. Panucnu. I certainly do not. 

The CHarrman. Could you have been retained as counsel to the 
committee legally and properly and ethically, in pursuance of the 
President’s general directives and regulations appertaining to ad- 
visory committees / 

Mr. Panucu. Sir, may I say this, that I never considered this an 
industry advisory committee. 

The CHairMan. You never considered what ? 

Mr. Panvucu. I never considered this committee an industry ad- 
visory committee in the conventional sense of the term. 

The Cuarrman. Why not ? 

Mr. Panvucu. This is not a commodity committee or a committee 
operating in any given industry. 

The Cuairman. But it is an advisory committee. 

Mr. Pancucu. That is right. 

The Cuairman. Didn't it come under the control of the Munitions 
Board ¢ 

Mr. Panvucn. That is right. 

The Cuairnman. And wasn’t it formed in pursuance of the Presi. 
dent’s directive and regulations appertaining to advisory committees / 

Mr. Panucn. Well, Mr. Chairman, my point is, it is not an industry 
advisory committee within the meaning of that directive. 

The Cuairman. It is called an advisory committee. 

Mr. Panucnu. That is right. But there are people on there who are 
not industrialists. 

The Cuairman. What difference would that make? 


* See exhibit No. 45, supra, p. 377. 
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Mr. Panucu. I think it makes a tremendous difference in the com- 
position of the committee. 

The CuHarMan. The purpose of the committee was to give advice 
and counsel to the Munitions Board, was it not? 

Mr. Panucu. That is right. 

The Cuarrman. And you were not a member of the committee. 

Mr. Panucu. That is right. 

The CuatrMan. But you sat in at every committee meeting, did you 
not ¢ 

Mr. Panucu. Just one meeting. 

Che Cuarrman. How many? 

Mr. Panucu. Just one meeting. 

The Cuairman. One? 


Mr. Panucu. Yes. 
The CHarrMAN. You were retained to sit in at Committee meetings, 












were you not? 

Mr. Panucnu. I don’t think that I could sit at the meetings unless 
I was invited by the persons making up the agenda to do so, 

The Cuarrman. When this committee was formed, it was formed 
so that the members personally could give the result of their expe- 
riences and of their talents and aptitudes and attainments to the Muni- 
tions Board, is that correct ? 

Mr. Panucu. That is right. 

The CHarmman. You were not retained by the Munitions Board 
to give the result of your experiences, were you / 

Mr. Panucn. That is right. 

The CHarrman. Nonetheless you were retained by individual mem- 
bers to give the result of your experiences, were you not ! 

Mr. Panucn. No, sir. 

The Cuarrman. What were you supposed to do? 

Mr. Panucu. I am sorry, sir. The members of the Committee 
have specified duties under the Board’s directive, order No. 33. 

Their duties arise in one of two ways, either matters are referred 
to the members of the committee by the Munitions Board for their 
consideration and advice or they may advise on their own initiative— 
now, certainly, when I act as a conduit or liaison between the Board 
and a member of the committee—— 

The Cuamman. Couldn't the members speak for themselves? 

Mr. Panucu. They could, if they found it convenient. 

The Cuamman. Weren't they appointed to speak for themselves? 

Mr. Panucu. Of course, sir. 

The Cuarrman. Well, then, why did they need you ? 

(No response. ) 

The Cuatrrman. Why did they need you? 

Mr. Panveu. Mr. Chairman, there are 20 members on that com- 
mittee, 

The Cuamman. And they represented the cream of the crop, the 
cream of the industrialists of this country, did they not ¢ 

Mr. Panucu. I think so. 
The Cuarrman. They are men who have been experienced in in- 
dustry of all sorts? 

Mr. Panucu. That is right. 

The Cuarrman. And their advice and counsel was sought by the 
Munitions Board ? 
































426 STUDY OF MONOPOLY POWER 


Mr. Panvucu. That is right. 

The Cuatrman. And they were formed for that purpose / 

Mr. Panvucu. That is right. 

The Cuamman. What part could you play that might be of any 
advantage to the Government ? 

Mr. Panucu. I think n—— 

The Ciaran (continuing). In addition to what they could ac- 
complish for the Government / 

Mr. Panucnu. Mr. Chairman, a moment ago I said that I was acting 
as a conduit between the members of this committee, the members 
that I represent, and the Munitions Board. 

The Cuatrman. Where is there authority in any statute authoriz 
ing what you call a conduit ? 

Mr. Pancucn. I don’t know where there is any express authority 
to act as a conduit. I assume that it could be implied, sir. 

The Cuatrrman. As a lawyer, don’t you think that you should have 
seen to it that there was some sort of authority before you were 
retained in that capacity ? 

Mr. Panvucu. Mr. Chairman, I insisted on Mr. Hensel’s writing 
that letter to Mr. Lynde on June 27. ‘That letter was written at my 
insistence before I took the job. T eaid, “T will not take this unless it 
is cleared with the Munitions Ricky at least on a no objection basis,” 
and the July 6 letter that Mr. Lynde wrote——” 

The CHaiman. Mr. Panuch, under the regulations promulgated by 
the Department of Justice, no meetings of the advisory committee, 
for example, can be held unless it be held in Washington. No meet- 
ing can be held unless it is chaired by a Government official. No 
agenda can be devised unless it is prepared by the Government. 

ro activities must be under Government auspices. 

Under those conditions how could you legally sit in? 

Mr. Pancven. Mr. Chairman, I relied on the Munitions Board Order 
No. 33, which is the charter for this committee, and which simply 

says that the meeting shall be held in the presence of a Government 
re resentative. 

Mr. Goipsrrein. Well, now, Mr. Panuch—— 

Mr. Panven. Mr. Marbury, who was counsel for the Under Secre- 
tary of War in the War Department in the last war, and Mr. Hensel, 
who was general counsel to the Navy Department, and T all agreed 
that it was proper. Had I though it was not proper, sir, I would not 
have accepted the job. 

The Cuamman. Well,in my humble opinion it was mere subterfuge, 
and you had not the right to be employed as counsel for individual 
firms or individual members. 

You undoubtedly had no right to let your name be used as counsel 
to the committee. They couldn't do that, so what they did do was, 

to my mind, clear subterfuge, and they retained you personally to do 
indirectly what you could not legally do directly. 

Linege is my view of this situation, 

Mr. Gotpste1n. Mr. Panuch, just to clarify-——— 

Mr. Panucn. May I add one more thing, in connection with my 
retainers by each of these people? The industr y chairman sent to each 





8° See exhibit No. 45, supra, p. 377. 
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person who was asked to retain me, a copy of Mr. Hensel’s letter to 
Mr. Lynde of June 27, and Mr. Lynde’s reply of July 6." 
The Cuairman. Do you intend to resign your retainer for this 
F any purpose, Mr. Panuch ? 
Mr. Panucu. Mr. Chairman, we hope to have our report in——— 
| The CHairman. You hope to have what ? 
I ac. Mr. Panveu. We hope to have our report in as to the job that this 
committee Was assigned to do— 
The CuatrmMan. I did not ask you that question. 





‘ting 
ibers Mr. Panvucu (continuing). By July 1. 
The CuatrMan. Do you intend to resign your counselship to the 
oF members of this Military-Contractor Relationship Advisory Com- 
. mittee ¢ 

rity Mr. Panvcu. I want to answer your question very specifically, sir: 

I do not intend to resign. My agreement terminates on June 30. 
lave The Cuatrrman. Of this year? 
rere Mr. Panucu. Of this year. 

Mr. Goupsrerx. Mr. Panuch, in order to clarify certain items at 
ing | this point, you made reference to the letters of June 27 and the Muni- 
my tions Board reply of July 6, 
sit Mr. Panucu. Yes, sir. 
is,” Mr. Gouipsrety. Now, that Munitions Board letter, which has been 


> read into the record, contains the Munitions Board’s comments on 
your legal relationship to the members of the committee, and that 


by 

ee, relationship is set forth in the letter, is it not / 

‘et - Mr. Panucnu. That is right. 

No y Mr. Goupsrein. Furthermore, since that letter have you, or have the 
members of the committee, to your knowledge, received any informa- 
— tion from the Munitions Board, which would indicate that the Muni- 
© tions Board actively opposed your being retained in the capacity 

er F already described before this committee 4 

ly 4 Mr. Panven. T would not know of my own knowledge, but let me 

nt © put it this way: No member on the committee has informed me that 
— anybody on the Munitions Board has ever taken exception or objection 

to this arrangement. 
p- : Mr. Goupsrerx. Would it be fair to say that the Munitions Board 


1, © has tacitly, if not actively, approved this arrangement 
Mr. Panvcu. I don’t want to characterize any action of the Muni- 





d 
it 2 tions Board. 

¥ Mr. Goupsrerx. All right, sir, then T won’t follow it up any further. 
" z Mr. Stevens. I was going to suggest that we find out what Mr, 
| 3 Panuch has been doing. 

# Mr. Goupsrern. Yes, I was going to get into that. We are trying 
l ; _—_ to get the questions in what I hope is their logical order. 
’ zi Mr. Bryson. May I ask youa direct short quest ion 4 
g Mr. Panucn. Yes, sir. 

a Mr. Bryson. Are you registered under the Lobbying Act ‘ 

a Mr. Panveu. I certainly am not. 

x Mr. Bryson. You say you are not ¢ 

2 Mr. Panucnu. No. am not. 

3 'See hearings, supra, pp. 302-303, for letter of July 6, 1950; see exhibit No. 45 for 


letter of June 27. supra, p. 377. 
? See exhibit No. 42—A, supra, p. 375. 
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Mr. Goupsrerx. With reference to the ideas associate counsel w is)jec 
to bring out; at our hearing on last Tuesday, and when you were 
present this morning, Mr. Kidston of the Munitions Board test ified 
that the committee, certain members of which retained you, has been 
lying dormant now for many months. 

Would you care to characterize this so-called dormant nature of 
your committee ? 

Mr. Panvucn. I do not wish to characterize anything that anybody 
says, but I would like to address myself to it. 

Mr. Goupsrery. All right. 

Mr. Panvcu. I should like to, from the standpoint of how this 
committee operates, which seems to amaze everyone, draw attention 
to the minutes of the committee’s first meeting. 

Mr. Bryson. You sat in on that meeting / 

Mr. Panucn. No, sir, but I have the minutes here, and I wil! let 
them speak for themselves. 

Mr. Bryson. The minutes were regularly made available to you / 

Mr. Panuci. Yes, sir. 

Mr. Bryson. The minutes of all the meetings / 

Mr. Panucnu. Yes, sir. I would like to read this part, if I may, 
sir. 

The Cuamman. The minutes have been made a part of the record. 

(The minutes referred to are in the files of the subcommittee. ) 

Mr. Panucu. Now I would like to read this. 

The CHarrMan. Very well. 

Mr. Panvucn. This has to do with the minutes of the first meeting 
of the Industry Advisory Committee on Military-Contractor Rela 
tionship, regularly convened at the Munitions Board under Govern- 
ment call and Government sponsorship. 

The CHatrmMan. What date is that / 

Mr. Panucn. October 12, 1949, at the top of page 3, first paragraph 

Mr. Bryson. That was prior to your employment, was it not ‘ 

Mr. Panucn. Yes, sir. 

The CuarMan. Prior to your employment ? 

Mr. Panucnu. Yes, sir, prior to my employment. 

The Cuamman. What relevance has that to you, then ? 

Mr. Panucnu. Well, it talks about how the committee should ope 
ate, which is what you are asking me. 

The Industry Advisory Committee is expected to advise and make recom 
mendations to the joint committee on the Munitions Board on matters referred 
to and is also expected to bring up for consideration on its own initiative suc! 
matters in the field of military contractual relations as it deems appropriate 
It will not replace any of the existing industry advisory committees of the 
Munitions Board in the specialized commodity field. Many of the problems 
which will require the committee’s attention can be taken care of by corre- 
spondence or through the industry chairman, without formal committee meet- 
ings. Matters which do not need immediate attention can be held for considera- 
tion at a future meeting. 


Mr. Gotpsretn. In other words, if I may interrupt you at this point, 
what you are saying is that it was contemplated from the very first 
that whether or not formal meetings were held, the Munitions Board 
considered that the committee would carry on its work without forma! 
meetings? In other words, formal meetings themselves were not 
necessarily evidence of the activities of the committee ? 

Mr. Panucn. That is right. 
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The CuairmMan. It could be done by other meetings and by corre- 
spondence ¢ 

Mr. Panucu. By correspondence. 

The Cuamrman. And personal contact ? 

Mr. Panucn. Yes, sir. 

Mr. Goutposrern. All right. Now, sir, let’s get down to specifics, 
without generalities, would you tell us what some of the definite areas 
in which you have worked in connection with your representation of 
certain members of the committee are, that is, pricing and so on ¢ 

Mr. Panucu. Yes, sir. This study of profit controls and procure- 
ment policies, which was initiated by the Munitions Board pursuant 
to the Forrestal directive is a very comprehensive thing, and it was, 
as a matter of fact, developed by the Joint Committee on Military 
Contractual Relationship, which was the sister committee to the in 
dustry advisory committee under Munitions Board Order No, 33. 

That committee was composed of three high ranking officers of the 
services, an Army representative, a Navy representative, and an Air 
Corps representative, acting under the chairmanship of Mr. Thomas 
Schneider, Mr. Lynde’s predecessor, who was the representative of the 
Munitions Board on that committee. Mr. Schneider and later Mr. 
Lynde were the Government chairmen of our committee. Therefore 
both committees had common contact through the one personality. 

The joint committee, over a period of nine meetings, before the for- 
mation of the Industry Advisory Committee, developed a very elabo- 
rate project for a study of procurement-pricing and_ profit-control 
measures Which I have here. 

The CuarMan. Did you confer with the members of this commit- 
tee that developed these studies ¢ 

Mr. Panvucn. No, sir. That was prior to my time. This was be- 
tween May of 1949 and October of 1949. 

The Cuarman. What was the date of the first meeting that ven 
attended ? 

Mr. Panucnu. September 26, 1950. 

Mr. Goutpsrerx. That was the Waldorf-Astoria meeting? 

Mr. Panucn. Yes, sir. 

The Cuamman. Was there a Government official acting as a chair- 
man ¢ 

Mr. Panven. The Government official did not get there. 

The Cuaimman. He did not get there / 

Mr. Panucu. No, sir. 

The Cuarmman. It was nevertheless held ¢ 

Mr. Paxccu. Yes, sir. The Government chairman said to start 
it and he would join the meeting. 

The Cuairman. Did you attend any other meeting of that com- 
mittee ¢ 

Mr. Panucnu. No, sir: there were no other meetings. 

The Cuairman. There were no other meetings / 

Mr. Panucu. No, sir. 

The Cuarrman. Did you continue to act in the informal way as 
indicated by the first letter—or rather, the first minute you read ¢ 

Mr. Panucn. Yes, sir. 

The Cuarmman. You contacted individuals of the Government. the 
Army, the Air Corps, and the Navy? 

Mr. Panuecn. Yes, sir. 
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Mr. Goupsrery. And the Munitions Board / 

The Cuatrman. Yes, and the Munitions Board / ¢] 
Mr. Panucu. Yes, sir. 

The Cuamman. Did that take up all your time / 


Mr. Panven. It took up practically all of my time. ' 
The Cuatrrman. You frequently came to Washington for that pur 

pose / 
Mr. Pancucu. I have been here in Washington since July 1950, ’ 
The Cuatrman. Constantly? 
Mr. Panucu. Constantly. 
The Cuamman. And every day you have been working for the com. : 

mittee ¢ 


Mr. Panucn. That is right. 

The Cuamman. And the members of the committee / 

Mr. Panvuen. Not the committee, sir. I hope when vou say com- 
mittee, that I can take it you mean the members whom I represent. 

The Cuairman. Well, vou acted for all the members of the com- 
mittee. You represented all of them, didn’t you, although vou were 
not paid by all? 

Mr. Panvuen. No, sir. 

The Craimman. You only represented those from whom you re- 
ceived compensation ¢ 

Mr. Panvucn. That is right. 

Mr. Goupsrern. Plus the service to those who were treated as non- 
industrialists / 

Mr. Panucnu. That is right. 

The CHairnman. How do you distinguish between representation 
and service / 

Mr. Panucu. Well, keep the nonindustrialists advised of develop- 
ments and of other member’s views. 

The CuHaran. Is that service ? 

Mr. Panvcn. Yes, sir. 

The CHamman. And what is representation ? 

Mr. Panccu. Representation is where you are retained. 

The Cuarrman. You were retained, and what were you supposed to 
do, by way of representation, for those from whom you received com- 
pensation ¢ What were vou supposed to do for them ? 

Mr. GoupsTELN. Or we might put it this way, what are you currently 
doing now ¢ 

Mr. Panccn. Mr. Chairman, if I may present this thing without 
interruption, I think I can give you a picture—— 

The Cnamman. No, I think it might be well if you answered direct- 
ly. I think that that can be done, and then we will let you expand. 
Can vou justify what you have done by way of representation in the 
various departments, including the Munitions Board, for those clients 
from whom you received compensation, just what were you doing, 
just tell us briefly. 

Mr. Panvccu. In connection with this project which the Munitions 
Board assigned to the committee formally at its first meeting, which 
calls for their opinion on various elements 

The Cuarrman. I don’t care about the purposes. What did you 
actually do and what are vou doing? 

Mr. Panvcn. I have collected their views on the various questions 
involved, which were assigned to the committee for study, opinion, 4 
and report ; also on specific problems which were assigned. 2 
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Phe Cuamman. What specific problems, for example? 

Mr. Panucn. All right, for example the opinion of my clients on 
the statement of the Munitions Board entitled Contracting, Pricing 
and Profit Policies issued on August 30, 1950. 

The Cuamman. Pricing and profits and contracts with reference 
thereto‘ 

Mr. Panucnu. That was a paper that was submitted to the members 
of this committee by the Government chairman of the Committee on 
Military Contractor Relationship for their opinion, 

The CHamman. And you gave your opinion to the members whom 
vou represented on these subjects ¢ 
’ Mr. Panucu. They asked me for my opinion, they asked their 
counsel's opinion, and they asked their procurement people’s opinion, 
and so forth. That is the regular process with each of these people. 

The Cuamman. Did it refer to contracts which they had with the 
Government ¢ 

Mr. Panvcu. No. It referred to a specific document sent out by 
the Munitions Board for their comments. 

The CHairrmMan. But most of these people from whom you received 
compensation, most of these had contracts with the Government by 
way of procurement, did they not é 

Mr. Panucn. Their companies, I assume, had contracts. 

The Cuatmrman. These were the companies that retained you, 
weren't they ? 

Mr. Panven. That is right. 

The CuatrrmMan. You were retained not by Mr. Collyer, but by the 
B. F. Goodrich Co., for example ? 

Mr. Panvucn. That is right. 

The CHainman. Didn't the Goodrich Co. have contracts with the 
Government ¢ 

Mr. Panvucu. That is right. 

The CHamman. And that is the same with the Sperry Corp. ? 

Mr. Panccn. That is right. 

The CHairman. And the Standard Oil Co. ? 

Mr. Panucu. No. Not Standard Oil Co. 

The CHamman. Isn't that correct ? 

Mr. Panucn. No, sir. 

The CuarrMan. So that vou were representing, as counsel for the 
members of this committee, various companies that had large con- 
tracts with the Government, isn’t that correct ¢ 

Mr. Panven. That is correct. 

Mr. Gotpsrern. I might ask at this point, Mr. Chairman, if we 
could have accepted for the record a document called Appendix 3. 
(Juestions for First Meeting of Munitions Board Industry Advisory 
Committee on Military-Contractor Relationship.® 

This series of questions may be typified by the first one: 

Does the outlined procurement pricing project cover all the major issues which 
should be studied? If not, what additions should be made? 

2. Since some means of procurment pricing and protit control will be essential 
in a future war emergency, do you think that the primary emphasis should be 
placed upon efficient initial pricing and forward repricing or upon profit recovery 
measures? Why? 


“ See exhibit No. 54-A, infra, p. 432 
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In other words, is it fair to say that within the jurisdiction of the 
committee was the question of procurement pricing, which also in- 
volved renegotiation and excess profits? 

Mr. Panucu. Yes, sir. 

Mr. Gotpstern. Is it on the subject of those policies on procurement 
itself with relation to pricing that you have been trying to get the 
views of the members for eventual submission in your report to the 
Munitions Board ? 

Mr. Panucu. Right. Counsel, may I suggest this, that that ques. 
tionnaire which you read was submitted to this committee at its first 
meeting, October 12, 1949, pursuant to a program w hich was approved 
by the Munitions Board on October 6, 1 week prior to the commit- 
tee’s meeting. I have it here [holding papers to counsel] and you will 
find it covers the broad area of discussion which you have just men- 
tioned. 

Mr. Gotpstern. Price ceilings for Government procurement: pric- 
ing and repricing of individuals contracts; company pricing; ince 
tive- -type contracts; cost-type contracts; miscellaneous pricing prob- 
lems; and profit recovery measures, including renegotiation, taxation, 
and so forth. 

Mr. Panucu. May I submit that for the record. 

The CuarmMan. We will be glad to have it. 

(The documents above referred to follow :) 


Exuipsit No, 54-A 


APPENDIX 3. QUESTIONS FOR First MEETING OF Munitions Boarp INpustrRy 
ADVISORY COMMITTEE ON MILITARY-CONTRACTOR RELATIONSHIP 


1. Does the outlined procurement pricing project cover all the major issues 
which should be studied? If not, what additions should be made? 

2. Since some means of procurement pricing and profit control will be essential! 
in a future war emergency, do you think that the primary emphasis should be 
placed upon efficient initial pricing and forward repricing or upon profit recovery 
measures? Why? 

3. (a) From your own observation during World War II, what were the effects 
upon efficiency, costs, prices, and output, of the following: 

(1) OPA ceilings applied to prime contracts? 
(2) Negotiation of individual fixed-price contracts on a basis of cost 
estimate analysis? 
(3) Redetermination of individual fixed-price contracts after cost ex- 
perience. 
(4) Company pricing (i.e., repricing of all of a company’s Sales to the 
Government at one time) ? 
(5) Incentive-type contracts? 
(6) Cost-type contracts? 
(1) CPFF 
(2) Other 
(7) Time and material contracts? 
(S) Escalator clauses? 
(9) Use of long-term contracts? 
(10) Avoidance of excessive change orders? 
(11) Statutory renegotiation? 
(12) Excess profits taxation? 
(13) Fixed-percentage limitation of contract profits (e.g., under Vinso! 
Trammel Act) ? 

(b) Hlow would you suggest improving the use of any of the above? 

(¢) What combination of the above would you emphasize? 

4. What do you regard as most essential to promote efficiency in initial pricing 
and repricing under fixed-price contracts? 
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5. Do you favor Government exemption, from renegotiation, of those con- 
tracts— 
(a) Embodying strong incentives for contractors to reduce costs? 

(bv) Regarding which cost experience and estimation are deemed ade- 
quate to make possible close forward pricing, and as to which contracting 
officers are willing to take the responsibility for so declaring? 

6. What Government manpower policies do you consider desirable in order 
to assure (@) numerically adequate and (b) trained accountants and auditors 
so as to facilitate procurement pricing and profit controls? 

(1) As to contractors’ accounting personnel? 

(2) As to Government accounting personnel? 

7. What would you propose in the way of Government efforts to introduce 
or improve the cost systems of (a) prospective and (b) present contractors? 

8. What observations do you wish to make as to the qualifications of Govern- 
ment pricing and renegotiation personnel with whom you have had contact? 
As to the desirable qualifications thereof? As to the means of meeting any needs 
indicated by your answers? 

9. What do you consider to have been the effects of the Renegotiation Act of 
1948 to date? What is your opinion as to the extension of peacetime renegotia- 
tion to contracts for other products or to all negotiated contracts, which has 
been considered in connection with the 1950 appropriation bill? 

10. Assuming that Congress will insist upon some means of preventing undue 
contract profits at a time of very large peacetime procurement and the unprece- 
dented peacetime use of negotiated contracts, do you feel that the executive 
branch of the Government should effect efficient and “close” forward pricing? 
if so, do you agree that a broad study of all aspects of procurement pricing, 
such as that outlined by the joint committee, would be helpful in this connection 
in view of the many unanswered and controversial questions involved. 
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Following is an extract from the minutes of the Munitions Board Meeting of 
October 6, 1949: 












PROCUREMENT PRICING 





“MB 336, 






“The Board took action as follows: 
“Approved the proposed project for study of procurement pricing as out- 
lined in tab C of the agenda item subject to the following restrictions: 

“(1) The director of the staff was directed to contact the Department of 
Defense Management Committee to determine whether or not it is appro- 
priate for the Munitions Board to proceed with this study. 

“(2) In order to obviate any duplication of effort, the staff will coordinate 
the project with the Research and Development Board, Nationa! Security 
Resources Board, and the General Services Administration to reach agree 
ment as to the areas of this over-all problem which the Munitions Board 
will study. 

“(3) During the period when this study is in progress the staff will 
maintain liaison with the committees of Congress that are interested in 
this field. 

“Authorized the Chairman of the Board, with power to delegate, to take 
such action as is appropriate to implement the Board decision.” 

(Nore—The above extract was removed from a document classified ‘“confi- 
dential” by authority of the security ofticer, Oflices of Procurement Methods, MB. 
The classification did not apply to the above material.) 
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THE SECRETARY OF DEFENSE, 
Washington, February 25, 1949. 
Memorandum for Mr. Donald F. Carpenter, Chairman, Munitions Board 
Subject: National Military Establishment Procurement Policy 

You will recall that at the meeting of the four Secretaries on February 15, 
1949, Secretary Symington spoke of the lack of Common policies in the field of 
procurement. As he pointed out, this is due, chiefly, to the different statutory 
tuthorities of the Army, the Navy, and the Air Force. 









434 STUDY OF MONOPOLY POWER 


_ The statutory differences are most sharply defined in the field of renegotia- 
tion, the stock fund principle, appropriations involving time limits, and in an- 
thorizations for long-term construction of ships and aircraft. Legislation jn. 
volving time limits in the availability of appropriations is now under considers. 
tion by the Congress. My oflice is studying the question of stock funds and 
authorization for long-term construction. ‘This leaves the question of renego- 
tiation, which I would like the Munitions Board to consider. 

It is apparent that a consistent policy within the National Military Establish- 
ment is a desirable goal with respect to limitation or recapture of profits and in 
connection with the broad aspects of pricing and price adjustments. In this 
connection we are faced with the immediate problem of a position to be taken on 
the 1950 appropriation bill insofar as it affects renegotiation. One point of view 
Which has been proposed is that a consistent policy requires that any renegotia- 
tion provisions within the bill should be made uniformly applicable to pro- 
curement by all three services. 

I would like your recommendations by April 1 with respect to the following 
questions : 

“(1) Is it desirable that the 1950 bill include any provisions requiring 
renegotiation ? 

“(2) Assuming that the 1950 bill will contain some renegotiation provisions, 
I would like your recommendations as to the character of such provisions and 
the extent to which they should and can be made uniformly applicable to pro- 
curement by the three services.” 

Since renegotiation is only one of the means of limiting or recapturing excess 
profits, I would also like the Board to consider the desirability of profit recapture 
provisions in future legislation and depending on its decision in this respect 
to prepare recommendations on uniformity in the three services for fiscal year 
1951 and subsequent thereto. 

In my opinion, this involves not only the question of renegotiation, but also 
the provisions of the Vinson-Trammel Act and the Armed Services Procurement 
Act of 1947. The connection between renegotiation and the Vinson-Trammel 
Act was brought into focus recently when this office submitted to the Bureau of 
the Budget, on behalf of the departments, amendments to the Vinson-Trammel 
Act. A copy of the amendments and the letter of transmittal as submitted to the 
Bureau of the Budget are attached hereto. Your attention is drawn, particularly, 
to section 7 of the proposed draft, which was inserted as a result of suggestions 
of this office in order to avoid the overlap which exists between Vinson-Trammel 
Act procedures and renegotiation procedures, and in order to provide some flexi- 
bility in the application of the profit percentage limitation and the recapture 
provisions of both of these acts. However, this provision, admittedly, is only an 
interim measure, and a decision should be made as to the most efficient procedures 
needed by the National Military Establishment, if there are any needed. 

The study of the Munitions Board should include, therefore, an analysis of the 
effect and efficiency of existing statutes, such as the Renegotiation Act of 1948, 
the Vinson-Trammel Act, and the Armed Services Procurement Act of 1947. The 
report of the Munitions Board should also include an outline of the methods relied 
upon by the services in the various fields of procurement, the administrative 
costs of such methods as compared to the amounts recaptured or saved, and the 
effect of the existence of such limitations upon the willingness of contractors to 
supply military needs. 

In addition to the above analysis, I also desire a recommendation in conne: 
tion with section 401 of Public Law 785 of the Eightieth Congress. Your attention 
is drawn to the fact that this section authorizes and directs the Seeretary of 
Defense to subject contracts for the procurement of aircraft and aircraft parts, 
shipbuilding contracts, and contracts for overseas installations to include the 
provisions of the Renegotiation Act of 1948 whenever he deems it to be in the 
national interest. On July 1, 1948, pursuant to the authority vested in me by 
section 401, I directed that all aircraft and aircraft parts contracts be made 
subject to the provisions of the Renegotiation Act. At that time, I did not find 
it necessary that renegotiation clauses be included in contracts for shipbuilding 
and overseas installations. I have not taken further action with regard to these 
two types of contracts. I believe, however, that I have a continuing obligation 
under this statute to examine the national interest with regard to shipbuilding 
and overseas installation contracts, and I, therefore, desire that the Munitions 
Board investigate the present circumstances with a view to recommending to m¢ 
whether or not the exercise of my authority to subject contracts for shipbuilding 
and overseas installations to renegotiation procedures is in the national interest 


at the present time. 
JAMES FORRESTAL. 





a 
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NATIONAL Mitrrary EstTaBLISH MEN1 
MUNITIONS BOARD 


Washington 25, D. C. 












April 12, 1949. 





MB Order No. 335. 

EsTARLISHMENT OF THE Munitions Boarp IntTER-AGeENCyY COMMITTEE ON MILI- 
raARY-CONTRACTOR RELATIONSHIP AND THE MuNitTIONS Boarp INDUSTRY AD- 
vIsORY COMMITTEE ON Mitirary-ConTractor RELATIONSHIP 







1. Munitions Board Order No. 5 dated January 25, 1949, establishing the Muni- 
tions Board Committee on Military Contract Profit Policy is rescinded and this 
order is substituted therefor. 

” With the concurrence of the Assistant Secretary of the Army, the Assistant 
Secretary of the Navy, and the Under Secretary of the Air Force, the Munitions 
Board Inter-Agency Committee on Military-Contractor Relationship and the 
Munitions Board Industry Advisory Committee on Military-Contractor Relation- 
established with membership, representation, and duties as 









ship are hereby) 
defined herein. 

3. The Inter-Agency Committee will consist of the representatives of the 
following: 

(a) Department of the Army: The Army member of the Munitions Board 
is authorized to appoint one member with alternate. 

(b) Department of the Navy: The Navy member of the Munitions Board 
is authorized to appoint one member with alternate. 

(c) Department of the Air Force: The Air Force member of the Muni- 
tions Board is authorized to appoint one member with alternate. 

(d) The Munitions Board: The Munitions Board will designate from 
within its staff one member with alternate. The Munitions Board member 
will act as chairman. 

4. The duties of the Inter-Agency Committee will be to recommend to the 
Munitions Board policies and measures designed to improve the contractual 
relationship between the military services and their contractors in relation to 
purchase policies in order that business may be conducted in the most efficient 
and equitable manner during the periods of peace, mobilization, war, and re- 
conversion. The relationship between this Committee and other councils and 
committees of the Munitions Board will be handled administratively by the 
Munitions Board. 

5. As the first task, the Committee will recommend for the consideration of 
the Board a proposed reply to the letter of the Secretary of Defense dated Feb- 
ruary 25, 1949 (copy attached). In this connection, it is contemplated that 
those aspects of the problem pertaining to the 1950 bill will have been accom- 
plished by the Munitions Board Committee on Military Contact Profit Policy. 

6. Each department represented shall certify in its letter of nomination of 
members and alternates and replacements that the nominees have security 
clearance for secret information. 

7. The membership of the Munitions Board Industry Advisory Committee on 
Military-Contractor Relationship will be selected from persons who during World 
War II were closely associated with military-contractor relationships either as 
representatives of one of the Military Departments or representatives of in- 
dustrial establishments. 

8. The duties of the Industry Advisory Committee will be to advise and 
consult with the Inter-Agency Committee in the fields outlines in paragraphs 
4and 5 above. In the event the recommendations of the Inter-Agency Committee 
are at variance with the views of the Industry Advisory Committee, the Muni- 
tions Board will be so advised. The Munitions Board will be furnished with all 
reports of the Industry Advisory Committee. 

%. The meetings of the Industry Advisory Committee will be held only upon 
the call of the Munitions Board and in the presence of a Government repre- 
sentative. 

For the Munitions Board: 































LER. LUTEs, 
Lieutenant General, United States Army, 
Director of the Staff. 
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ExHisit No. 54-E 
Munitions Boarp 
JOINT COMMITTEE ON MILITARY-CONTRACTOR RELATIONSHIP 
STarr Stupy ON ProcuREMENT Pricine 
THE PROBLEM 


1. To determine the best possible combination of procurement pricing methods 
for use by the armed services in peace, mobilization, war, and reconversior 


FACTS BEARING ON THE PROBLEM 


2. The memorandum from the Secretary of Defense to the Chairman, Mu: 
tions Board, subject: National Military Establishment Procurement Policy, 
dated February 25, 1949, charged the Board with the responsibility for analyzing 
the effect and efficiency of existing statutes, such as Renegotiation Act of 1948, 
the Vinson-Trammel Act, and the Armed Services Procurement Act of 1947. It 
stated that the Board should also concern itself with “the broad aspects of 
pricing and price adjustments” and the “methods relied upon by the services | 
the various fields of procurement, the administrative cost of such methods as 
compared with amounts recaptured or saved, and the effect of the existence of 
such limitations upon the willingness of contractors to supply military needs 

3. Munitions Board Order No. 33, dated April 12, 1949, provided a charter 
for the establishment of the Munitions Board Interagency (now Joint) Com- 
mittee on Military-Contractor Relationship and the Industry Advisory Commit- 
tee on Military-Contractor Relationship. This order transferred the functions 
of the former Munitions Board Committee on Military Contract Profit Policy 
to the interagency (joint) committee and the industry advisory committees, 
including the activities called for in the afore-mentioned memorandum from the 
Secretary of Defense, dated February 25, 1949. 

4. The duties of the two committees, which require them to recommend to the 
Munitions Board “policies and measures designed to improve the contractual 
relationship * * * in relation to purchase policies in order that business 
may be conducted in the most efficient and equitable manner during periods of 
peace, mobilization, war, and reconversion” go beyond the area of procurement 
pricing: nevertheless, pricing constitutes one of the most important areas of 
military-contractor relationships. 

5. The Munitions Board does not now have broad and continuing planning 
activities under way in the area of procurement pricing in relation to industrial 
mobilization planning. Efforts to date have heen limited to the preparation of 
a section of the Armed Services Procurement Regulation covering price escala- 
tion articles for use in contracts during peacetime. Plans have also been con- 
sidered for a war supplement to this regulation extending coverage of such 
articles, plus other pricing regulations, for use in wartime. These efforts have 
been confined to specific regulations and do not encompass other broader aspects 
of pricing involving major policy decisions in specific areas. 

6. The Joint Committee on Military-Contractor Relationship has held several 
meetings to consider the matters mentioned under paragraph 2 above, and is 
resolved that before sound and appropriate recommendations can be formulated 
for the Department of Defense relative to those matters, it is essential that a 
comprehensive and comparative study be made of all important aspects of pro- 
curement pricing. The committee has prepared for the Munition Board’s con- 
sideration a detailed outline of a project which would encompass such a study. 
This outline is not exhaustive in scope, but focuses attention upon those selected 
areas in the pricing field of major importance. The outline might be divided 
into seven distinct segments, as follows: 

(a) Price ceilings for Government procurement. 

(b) Pricing and repricing of individual contracts. 

(c) Company pricing. 

(d) Incentive-type contracts. 

(e) Cost-type contracts. 

(f) Miscellaneous pricing problems. 

(9) Profit recovery measures, including renegotiation, taxation, ete. 
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DISCUSSION 


7. In view of the need for early expression of the views of the Department of 
Defense on renegotiation aspects of the 1951 appropriation bills, the committee 
feels that priority should be given to that question. Even in approaching the 
problem of renegotiation, however, it will be essential to consider the broader 
problems of procurement pricing. 

x. The intent of Congress, as expressed not only in the Renegotiation Act of 
1948 but also in the Vinson-Trammell Act of 1934 and the Merchant Marine Act 
of 1986, has been to eliminate excessive profits from peacetime procurement of 
those items which account for the largest proportion of the total value of pro- 
curement contracts in peacetime. The Congress obviously feels that alternative 
methods of preventing and recovering excessive profits (negotiation of close prices 
initially, by redetermination on the basis of cost-estimates analysis, by com- 
pany pricing, by the use of incentive-type contracts, etc.) have heretofore been 
inadequate even in peacetime. Now that negotiation of contracts has been sub- 
stituted for formal advertising throughout such a large area of peacetime pro- 
curement, Congress apparently is concerned about profits from all negotiated 
contracts, 

% The planning for contract pricing in the interwar period, 1918-39, did not 
result in answers to many contract pricing problems. As one result, Congress 
stressed profit limitation in the various tax acts beginning in 1940 and in the 
Renegotiation Act of 1942. Efforts at close forward pricing not only developed 
tardily but were quite possibly adversely affected by the prior emphasis upon 
profit limitation. Some pricing methods never had a fair chance to prove them- 
selves. The committee feels that before the Department of Defense attempts 
to convinee Congress of the possibilities of more efficient initial pricing and re- 
pricing, it should undertake a fresh and thorough analysis of facts and of 
opinion among both industry and Government personnel. 

10. Some close students of procurement pricing have come to the conclusion 
that all the answers in this area are not yet known; that many controversial 
questions remain for solution: that interagency policy differences must be re- 
solved; that many past decisions regarding pricing methods have necessarily 
been based upon a prior assumptions and subjective opinion rather than upon doc- 
umented facts or thorough study of past experience; that decisions are needed 
as to the proper emphasis to be placed upon each method; and that positive and 
specific readiness programs are necessary in peacetime in order to make pos- 
sible efficient pricing either in peace or in war. This is one reason why the com- 
mittee feels that a broad and thorough study of contract pricing in all of its 
main aspects is necessary and warranted. Although it may not be possible 
to delay an expression of Department of Defense views on proposed changes 
in renegotiation legislation until the final results of a broad pricing study are 
available, it seems essential that the broader study should be made. Otherwise, 
the present peacetime planning in the procurement pricing area may have the 
same negative results as did much of the pre-World War II planning. The De- 
partment of Defense would not be precluded from submitting any desirable re- 
visions relating to renegotiation upon completion of the pricing study. 

11. Since it seems probable that Congress will insist upon some means of 
preventing or recovering excessive contract profits in at least certain areas, in 
peace as well as broadly in war, it follows that, if the Department of Defense 
desires a thorough appraisal of renegotiation and other protit-control devices, 
which may result in minimizing the use of such devices, it must propose superior 
or improved methods of contract pricing in order to meet the congressional man- 
date. In other words, unless Congress can be persuaded as to the possibility of 
more efficient initial pricing and repricing than has been widely prevalent in 
the past, it will no doubt tend to continue to think mainly in terms of profit con- 
trol rather than in terms of cost control and will continue to stress the former, 
even though possibly at the expense of the latter. This would be unfortunate 
hecause— 

(1) Efficiency in the use of scarce materials, manpower, and facilities is so 
much more important than the limitation of profits; (2) approaching procure- 
nent contracts from the standpoint of profit limitation diverts attention from 
the problem of pricing and costing, and of incentive-type contracts; (3) the 
question whether and the extent to which renegotiation is to be used (including 
the extent of discretionary exemptions therefrom which are contingent upon 
ind designed to encourage efficient forward pricing) necessarily depends upon 
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decisions as to the use and effectiveness of other pricing and repricing methods 
and of incentive-type contracts. 

12. The committee considered a suggestion that it concentrate its attention 
upon the adequacy of current methods of procurement pricing for use in wartime. 
It concluded that, among other things, current methods should be reappraised. 
The committee feels, however, that any thorough study and planning for jro- 
curement pricing must cover both World War II and current practices, becsuse 
a number of methods are used in wartime but not in peacetime (e. ¢., price 
ceilings, excess profits, taxation, etc.) or are used more widely in wartime than 
in peacetime (e. g.. CPFF contracts). The committee also feels that imme- 
diate attention should be given to those plans for future wartime procurenient 
pricing which have been made within the Department of Defense so far. 

13. The committee has carefully considered three alternative methods of re 
search in the area of procurement pricing, namely: (a) By subcommittees under 
the joint committee; () by a staff of full-time research analysts directly under 
the committee, and (c) by employment of a private research institution. The 
subcommittee method was discarded entirely, as the committee felt that such 
a method was inherently cumbersome for the results desired in this case, would 
involve only a part-time effort of key personne! in the departments which was 
not sufficient, and that the subcommittee method would affect the timely com- 
pletion of this study. The committee saw considerable merit in both the second 
and third of the above methods and felt that either of the two methods might 
in the long run be equally productive of desired results. 

14. The employment of a private research institution appeared tactically ad- 
vantageous because such procedure would satisfy the desirability, especially 
from a public relations point of view, that an independent and objective view be 
assured and because of the weight to be attached to work done by an outside 
agency of considerable prestige, and, lastly, because this method might involve 
less internal administrative difficulty in getting organized to start the project. 
Dr. Harold G. Moulton, president of the Brookings Institution, was consulted 
in this connection in an effort to determine the practicability of contracting with 
such an institution (not necessarily Brookings) and with a view to obtaining 
an estimate of the cost that would be involved in having an institution of this 
type do the job. Dr. Moulton was strongly impressed with the importance of 
such a study and estimated that, based upon the scope of the proposed study 
as presented, his institution would find it necessary to hire an extra staff of 
five to seven specialists at salaries from $7,000 to $10,000 per annum, together 
with administrative and secretarial assistance, for about a year’s period, which 
in his estimation would amount to a total of approximately $100,000 to com 
plete the study. 

15. It was the committee’s opinion, however, that a better initial approach 
would be to start on a preliminary basis with a minimum of three high-level 
research analysts, with the necessary clerical assistance, together with the 
utilization of such other offices and personnel of the Munitions Board and the 
three departments as would be required. It was felt that, with such an initial 
approach, a better understanding could be obtained as the work developed of 
what the course of action thereafter should be, the areas that should be covered 
first, the amount of material that is available, the amount of work that would 
be necessary to review and analyze such material and the proper consideration 
of other contingencies involved. The committee favored a limited staff of 
research analysts working directly under the committee for the further reason 
that a more direct approach to and control over the progress of the study could 
be maintained. Such a staff would have direct access to key personnel within 
the three departments, and to other officials in other agencies, public and 
private, and could report more directly to the joint committee and the Munitions 
Board with a minimum amount of wasted effort in coordinating and integrating 
its accomplishments. 

16. The committee has been assured of the cooperation and assistance of 
various associations, such as the National Industrial Conference Board, Army 
Ordnance Association, National Defense (formerly Navy) Industrial Associa- 
tion, Aircraft Industries Association of America, Inc., and the like. A number 
of individuals interested in the subject have proffered their services. All such 
sources will be utilized. 

17. The National Security Resources Board has taken an active interest in 
the proposed study. It has given consideration to the initiation and coordina- 
tion of related studies by Federal civilian procurement and fiscal agencies 
Personnel of the Bureau of the Budget, the Industrial College of the Armed 
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Forces, and other agencies have also informally expressed their interest in 


















































' the study. This, of course, is because procurement pricing and profit controls 
n involve billions of dollars in wartime, and have strong effects upon the mobiliza- 
ne tion, allocation, and conservation of productive resources and upon efforts at 
sed. stabilization of the price level and structure throughout the economy in general. 
a RECOM MENDATIONS 
ce 
an It is recommended that the Munitions Board 
1me- (a) Approve a comprehensive study of procurement pricing including 
nt without limitation the following seven areas: 
(1) Price ceilings for Government procurement. 
a (2) Pricing and repricing of individual contracts. 
des (3) Company pricing. ’ 
der (4) Incentive-type contracts. 
>The (5) Cost-type contracts. 
ich (6) MisceHaneous pricing problems. 
uld (7) Profit recovery methods, including renegotiation and fixed-per 
var centage limitations. 
m- (b) Approve the employment of three high-level research analysts, to 
nd gether with necessary secretarial assistance, to work directly under the 
rht joint committee to assist in making the above study. 
(c) Approve the employment of such part-time consultants, for aggregate 
d- periods in each case not to exceed 1 year, as the joint committee shall deem 
lly to be necessary to assist in making the study. 
be (d) Provide adequate permanent stafling upon completion of the study 
de to assure the efficient, uniform implementation of recommendations resulting 
ve from the study. 
ft. 
~ Exuinit No. 54-F 
~ Munitions Boarp 
of WASHINGTON, D. C. 
ly 
of Stupy PrRoJEcT ON PROCUREMENT PRICING 
r 
h The general objective.—To determine the best possible combination of pro- 
curement pricing methods for use in peace, mobilization, war, and reconversion, 
inasmuch as no one method is adequate in all respects and for all purposes. This 
h combination is defined as that which best meets all of the following needs: (1) 
‘| The mobilization, allocation, and conservation of manpower, materials, facilities, 
e and know-how; (2) minimum Government procurement expenditure and debt ; 
» (3) maximum downward pressure upon the money costs of production of prime 
I contractors, thereby strengthening stabilization controls throughout the economy 
f in wartime; (4) the prevention (and recovery) of excessive profits from procure- 
l ment contracts; (5) the least duplication of effort by industry and Government ; 
| and (6) the least avoidable administrative burden upon industry and Govern- 
| ment. 





Veans of attaining the objectivre—To reexamine and reappraise past, present, 
and planned pricing and profit-control methods, to select key areas deserving 
special attention, to provide a basis of fact and informed opinion, and to con- 
struct conclusions and recommendations thereupon useful in making policy 
determinations. 

iuthority for study project.—Memorandum from the Secretary of Defense to 
the Chairman of the Munitions Board dated February 25, 1940, indicated the 
desirability of a consistent policy within the Department of Defense with re- 
spect to limitation or recapture of profits and in connection with the broad 
aspects of pricing and price adjustments. The Secretary of Defense’s memoran- 
dum also requested the Munitions Board to analyze the effect and efficiency of 
existing statutes such as the Renegotiation Act of 1948, the Vinson-Trammel] Act, 
and the Armed Services Procurement Act of 1947, and to study the methods 
relied upon by the services in the various fields of procurement, the administra- 
tive costs of such methods as compared to the amounts recaptured or saved, and 
the effect of the existence of such limitations upon the willingness of contractors 
to supply military needs. 
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OUTLINE oF StUpy PrROJEcT ON PROCUREMENT PRICING 


I. The line of demarcation between product areas to be covered by ceilings and 
by proourement-agency price and profit policies alone 
A. The line of demarcation under the Forrestal-Patterson-Henderson pricing 
agreement of 1942. 
B. Some problems and issues remaining under agreement in the ares 
products covered by OPA ceilings: 

1. The necessity for numerous industry-wide changes in ceilings affect 
procurement of nonexempt goods (e. g., standard foods, textiles and a) 
parel, etec.). 

2. Service contentions that some OPA regulations denied them “pract 
price equality” with private buyers, who sometimes could pay higher prices 
under the ceilings than could Government procurement agencies. 

3. Differences in the strictness of OPA and service standards for price 
adjustment for individual contracts, and in views as to the use of mandatory 

) pricing powers. 

4. Delays in the administration of contractors’ applications for adjust 
ment of prices of individual contracts under OPA Procedural Regulation 
No. 6 

5. Service contentions that the existence of ceilings on prices of thei 
prime contracts caused many contractors to build up fictitious cost estimates 
in the support of uniform bid prices at the general ceiling level. Hencé 
service opinion that the Government could often have purchased at prices 
substantially below the level of OPA ceilings if no such ceilings had existed 

6. Belief among some officials that negotiation is superior in principle 
to any form of ceiling, even in the area of commercial articles purchased for 
military use, in its effects upon prices, costs, profits, the use of resources 
and output. Such persons would prefer exempting all prime contracts and 
all subcontracts for strictly military items from ceilings, although, of course 
not all subcontracts. 

C. Areas for further analysis: 

1. Problems indicated under B above, especially : 

(a) Effects of OPA ceilings upon prices, costs, profits, the use of re- 
sources, output, and the financial condition of business, where ceilings 
were applied to war procurement. Estimation of conditions which might 
have existed in the absence of ceilings. 

(b) Product areas to be exempted initially from any future wartime 
general price freeze. 

(c) Product areas to be exempted permanently. 

(d) If ceilings to be used at all in procurement area in a future war 
means of meeting each of the problems listed under B above. 

2. Conditions to be attached by the central price-control authority wher: 
pricing responsibiliity is delegated to procurement agencies, including agree 
ment as to types of price, cost and profit information to be furnished by 
procurement agencies and as to line of demarcation. 

3. Administrative burden and cost of price celings for Government procure 
ment relative to benefits received. 

4. Foreign experience with ceilings for procurement prices. 


II. Comparative analysis of various direct methods of pricing by procurement 
agencies 
A. Use of price comparisons, without cost analysis, in negotiating individual 
contracts. 
1. Experience in World War II. 
2. Areas of usefulness in a future emergency. 
B. Close pricing upon a basis of cost-estimate analysis during the origina) 
negotiations of individual fixed-price contracts. 
1. Tardy development in World War II. 
2. Advantages. 
3. Limitations. 
4. Areas requiring particular attention. 
(a) Estimation of efficiency, risk, etc.; teams of management and 
production engineers. 
(b) Assurance of quantitatively adequate and trained accountants 
in industry and Government ; training of negotiators, contracting officers 
and all others having interest in procurement pricing. 
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(c) Peacetime introduction and improvement of cost systems of pros- 
pective contractors. 
(d) Uniform cost principles; uniforim cost-estimate forms. 
(e) Application of profit standards. 
(f) Cooperation between designers and price negotiators as a means of 
improved purchasing. 
(g) Effects of this method, in World War II and at present under 
Public Law 413, upon— 
(1) Prices. 
(2) Costs. 
(3) Profits. 
(4) The use of manpower, materials, and other resources. 
(h) Administrative cost of this method relative to benetits received. 
(i) Foreign experience with similar pricing efforts. 
(j) Evaluation of present plans for future wartime use of this method, 
including attention to the timing of emphasis upon this method. 


©. Redetermination of prices in individual fixed-price contracts: 
1. Advantages. 
2. Limitations. 
3. Areas for further study: 


(a) Need for uniform use throughout all procurement agencies where 
situations similar or identical. 
(b) Extent of its use in World War II by each Federal procurement 
agency. 
(c) Effects upon prices, costs, profits, use of resources, and output, 
of its use by each such agency. 
(d) Extent and results of peacetime use. 
(e) Plans of each procurement agency for future use of this method, 
including: 
(1) Development of cost accounting systems. 
(2) Uniform cost principles and uniform cost-estimate forms. 
(3) Provision for accounting personnel requirements of Govern- 
ment and contractor; training of accounting and negotiation 
personnel. 
(4) Development and application of profit standards. 
(5) Determination of appropriate variety of contract redetermi- 
nation clauses. 
(6) Administrative cost relative to other methods and to benefits 
received. 
(f) Determination of proper cut-off point to use in analyzing cost 
experience. 
(g) Foreign experience with similar repricing arrangements 


D. Company pricing: 


1. Origin, advantages, limitations. 
2. Future potentialities; degree to which it should be substituted for indi- 


vidual contract price redetermination and for renegotiation. 


3. Peacetime development of a positive company pricing program: 
(a) Selection of contractors to participate in program. 
(b) Accounting systems of contractors. 
(c) Training of accounting personnel and assurance of numerical 
adequacy thereof. 
(d) Uniform cost principles and uniform cost-estimate forms. 
(e) Profit standards. 
(f) Tie-in with allocation of facilities under annex 47 
4. Administrative cost relative to other methods and to benefits received. 
5. Foreign experience with similar programs. 


E. Cost-type contracts: 


1. Alleged attributes. 
. Legal restrictions upon use. 
Areas and extent of use in World War IT. 
. Variations in evaluations of the CPFF contract. 
. Areas for further study: 
(a) Effects of CPFF and cost (cost-sharing) contracts upon costs, 
real and monetary, including effects upon wage rates, material costs, and 
the utilization of manpower, materials, and other resources. 
(b) Effects upon contract profits: the determination of proper rates 


of fees. 
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(c) Accounting and auditing personnel requirements. 

(d) Disallowance of wage, salary, and price increases (under CPFR 
contracts) not approved by cognizant Government agencies. 

(e) The desirability and feasibility of using incentive-type, redeter. 
mination, and other alternatives to CPFF contracts from the beginning 
of a war emergency: means of effecting maximum practicable use of 
alternative forms of contracts. 

6. Extent of present use of CPFF and cost-sharing contracts by each 
procurement agency. 

7. Extent of planned future wartime use of CPFF and cost-sharing 
arrangements : 

(a) Early in emergency. 

(b) Later. 

8. Uniform cost principles and uniform cost forms. 
9. Potentialities of cost-evaluation contracts. 
10. Administrative cost relative to other methods and to benefits received, 
11. Foreign experience in the use of cost-type contracts. 
F. Incentive-type contracts: 
1. Uses and limitations of both CPFF incentive and fixed-price incentive 
contracts. 
2. Product areas in which the use of incentive-type contracts should be 
increased beyond past and present levels early in a war emergency. 
3. Means of effecting this policy, including assurance of adequate organi- 
zations, accounting personel, training, and cost data. 
#. Means of assuring maximum practicable uniformity in interservice use 
of incentive-type contracts. 
5. Uniform cost principles and profit standards: uniform cost forms. 
6. Treatment of incentive-type contracts in renegotiation proceedings 
7. Extent and results of use of this form in World War II. 
8. The adequacy for wartime purposes of (a) current practices and (5) 
plans regarding incentive-type contracts. 
% Administrative cost relative to other methods and to benefits received 
10. Foreign experience with incentive-type contracts. 
G. Miscellaneous pricing problems: 
1. The effects, upon prices, profits, and costs and the use of resources of— 
(a) Time and material contracts. 
(b) Letter contracts or letters of intent. 
(ce) Contingent contracts. 
(d@) Escalator clauses. 
(e) Royalty adjustment clauses. 
(f) Long-term and open-end contracts. 
(7) Avoidance of excessive change orders. 
(h) Avoidance of unnecessary rigidity in important specifications. 
(i) Government purchase and free issue of materials, components, 
plant and equipment as factors in procurement prices and profits. 
Future use of each of the above. 
3. Pricing by compulsion. 
(a) The need for this method and the nature of the authority required. 
(b) Record as to use in World War IT. 
(ce) Use in a future war emergency: 

(1) Means of assuring its adequate and careful use to effect prices 
deemed reasonable by the Government where negotiation proves 
futile. 

(2) Areas of greatest usefulness, 

(3) Probable greater general use of control by compulsion in a 
future war. 

(4) Examination of the desirability of establishing incentive- 
type contracts, redetermination clauses, escalation arrangements, or 
other contractual arrangements by compulsion where negotiation 
proves unsatisfactory. 

4. Procurement organization as a factor in the efficeiney of pricing. 

5. A procurement career service as a factor in the efficiency of pricing. 

6. A high-level procurement college as a factor in pricing efficiency. 

7. Pricing as a factor in placement of contracts with small business con 
cerns. 


to 
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III, Measures for Government recovery of excessive profits already received 
A. Statutory limitation of contract profits to fixed percentages : 
1. The arguments for and against the use of this method under war condi- 
tions. 
B. Statutory renegotiation of war contracts: 
1, Its advantages relative to alternative recovery measures and to some 
preventive means of limiting contract profits, 
2. Standards for determining the excessiveness of contract profits, includ- 
ing the problems involved in their application. 

3. The desirable range of profit allowances and the possibility of assuring 
the allowance of prolit differentials which actually encourage the eflicient 
use of resources, cost control, risk taking, inventive contribution, and other 
objectives. 

4. Means of assuring contractors of the Government's actual capacity to 
measure their efficiency for purposes of renegotiation. 

5. The proper emphasis upon the ratio of profits (a) to net worth, (b) to 
sales, 

6. The influence of renegotiation upon the initial negotiation and the rede- 
termination of contract prices, including the inthuence upon the degree to 
which incentive-type contracts are used in lieu of other types. 

7. Coverage and exemptions, especially exemptions designed to encourage 
good “forward” and “incentive” pricing. 

Ss. Financial data necessary for officient renegotiation, 

% Renegotiation personnel, including accounting personnel, training re 
quirements. 

10. Means of approaching the equalization of the wartime financial bur- 
deus of concerns subject to renegotiation and these which are not (Treasury, 
renegotiation agencies), 

11. Organization for renegotiation in wartime: (a) Means of effecting uni- 
form and efficient implementation of renegotiation policy. 

12. Data on effects of World War II contract price and profit policies : 

(a) Upon profits on renegotiable and nonrenegotiauble sales in relation 
both to sales and to net worth before and after taxes. 

(b) Protit variations with the sizes of business concerns 

(¢) Profit variations among industrial or commodity groups 

(d) Profit variations among procurement agencies having cognizance 
over similar or identical commodities. 

(e) Profit adequacy as production incentive. 

(f) Profit adequacy in preserving financial soundness of companies 
affected. 

(9g) Profit adequacy in allowing for reconversion demands. 

13. Miscellaneous questions for study : 

(a) Subcontracting as a factor in profit allowances. 

(b) Increases in sales volume as a factor in profit-margin allowances, 
(¢) “Value added” by the contractor. 
(d) liventive contributions. 
(¢) Allowances for discontinuance and deferred maintenance costs. 
(f) Renegotiation rebates for facilities purchased under certilicates 
of necessity, 
(7) Detinition of commissioned agents and brokers 
(h) Allowances for advertising and selling expenses, amortization, 
and general and administrative expenses (especially executive saluries). 
(7) Renegotiation regulations and forms. 
(7) Tax Court jurisdiction over appeals cases. 
14. Peacetime renegotiation : 
(a) Effects of the Renegotiation Act of 194s. 
(b) Incentives under peacetime renegotiation, 
(c) Coverage and exemptions under future peacetime rehesotiation 
14. Administrative cost of renegotiation relative to benefits received, 
C. Taxation of business profits : 

15. Administrative cost of renegotiation relative to benefits received. 

2. The proper concept of excess profits. 

8. The advantages of alternative bases for an excess profits tax: 

(a) Invested capital. 

(4) Base-period average earnings. 
The components of invested capital. 
The selection of the proper base period 
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6. Special base periods to be used where general base-period standards 
are deemed inadequate. 
7. Additional safeguards against hardship: 
(a) Other special computations of the tax base. 
(>) Postwar refunds. 
(c) Carry-overs and carry-backs. 
(d) Over-all ceilings upon corporate profits taxation. 
8. Treatment of new and growing corporations. 
9. The relationship of various levels of profits taxation to— 
(a) Reinvestment of earnings (capital formation). 
(b) Efficiency of production. 
(c) Expenditures. 
(d) Sales prices. 
(e€) Output. 
10. Desirable levels of excess-profits taxation: 
(a) In combination with renegotiation. 
(>) In lieu of renegotiation. 
11. Other corporate taxation: 
(a) Normal tax. 
(b) Surtax. 
(c) Special taxes (i. e., “unjust enrichment,” undistributed profits, 
ete.). 
12. Taxation of noncorporate enterprise: 
(a) Desirable levels, considering the levels of taxation upon corporate 
enterprise. 
(b) Taxation of capital gains. 
13. Foreign experience with wartime taxation of business profits 
(a) British experience in World War II. 
(b) Canadian experience. 
(c) Other. 

IV. Amortization of emergency facilities as a factor in profit levels 

A. The experience of World War IT. 

B. Effective means of avoiding undesirable overcompensation of concerns 
making use of certificates of necessity. 

V. General conclusions and recommendations, with special reference to the 
relative emphasis to be placed upon each method of procurement pricing 
and profit control both in peacetime and in a future war emergency and 
to the integration of all policy in this area of planning. 

(Note.—Sec. I1I-C and see. IV are primarily responsibilities of tne Treasury 
Department. Nevertheless, the work of the joint committee and the industry 
advisory committee would provide a convenient means of registering Department 
of Defense and contractor views on tax and amortization matters for Treasury 
Department consideration. Sec. V would be the responsibility of the joint 
committee as a whole.) 

Mr. Goutpstrt1n. We also have here the summary of recommenda- 
tions which reflect the responses to the questionnaires developed, and 
it has the general questions outline. 

Mr. Panucu. May I see that ¢ 

The CHarrMan. It may be accepted. 

(The document referred to follows :) 


Exnrtsit No. 54-G 
INpUSTRY ADVISORY COMMITTEE ON MILITARY-CONTRACTOR RELATIONSHIP 


SUMMARY OF ANSWERS TO QUESTIONNAIRE OF OCTOBER 12, 1949 


There was no consistency as to form or type of answers supplied by individual 
committee members. In general, the committee endorsed favorably the Muni- 
tions Boaré study of past, present, and contemplated future procurement pricing 
and profit policies. It sanctioned the emphasis upon efficient initial pricing 
and forward repricing as against profit recovery measures. The committee sup- 
ported the theory that the most effective way to stimulate industry to produce 
for national defense, with reason to conserve natural and human resources and 
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ty lower costs and prices, was by providing adequate incentives through the 
proper harnessing of the profit motive. The committee strongly advanced the 
argument that all of the formulas and methods of placing and administering 
defense contracts, which in themselves carefully embody such incentives, should 
not be impaired or the incentives destroyed by such devices as renegotiation or 
excess-profits taxes. The World War II procurement methods of the armed 
services were, on the whole, supported. General criticisms were submitted as 
to application or administration of some of the World War IT procurement pro- 
erams. Responses were based on opinions and individual judgments rather than 
upon statistical or other factual proof. 

Mr. Svevens. Who sent the questionnaire to whom ¢ 

Mr. Panvucn. The Munitions Board submitted it to the committee 
at its first formal meeting, October 12, 1949. 

Mr. Stevens. It was a questionnaire propounded by the Munitions 
Dx yard 

Mr. Panucn. Yes, sir. 

Mr. Gotpstern. And your time has been spent in collating the infor- 
mation developed by the questionnaire ¢ 

Mr. Panucn. That is right. 

Mr. Gotpsrern. Now, let me just get back to the original question 
which led to this series of questions, and that is Mr. Kidston’s testi- 
mony that the committee is dormant, that it is not functioning. 

The Cuatrman. Is that true? 

Mr. Panvucn. Not if you accept the fact that we are functioning 
informally. 

The CuatrMan. Functioning what ? 

Mr. Panvcn. Informally. 

Phe CuatrmMan. Informally ? 

Mr. Panucn. Yes. 

Mr. Goupstrein. And is it your contention that the informal method 
of functioning was already established at the first meeting of the com- 
mittee, as shown in the first minutes ¢ 

Mr. Panucu. Yes, sir. 

The CHarrman. Asa lawyer I take it that you are familiar with the 
regulations promulgated to govern advisory committees. 

Mr. Panccnu. I am, sir. 

The Cuarrman. Would you say that the informal functioning of 
this committee in the way you have indicated is within the four 
squares of those regulations ? 

Mr. Panucn. It certainly is not within the four squares of those 
regulations. 

Mr. Gotpsterxn. Now, would it be fair to state that this military 

The CHarrmMan. Excuse me, but when you say “informally func- 
tioning,” of course, that is without the knowledge of the Government 
chairman, isn’t it? 

Mr. Panucnu. We have no Government chairman now. 

The CHamman. There is no Government chairman ? 

Mr. Panucu. That is right. 

Mr. Gotpstetn. But am I correct in understanding that it is your 
intention, and the intention at least of the members of the committee 
who retained you, to submit to the Government on June 30, 1951, a 
report on the problems presented in the first meeting; in other words, 
this will be the culmination of activities first initiated by the Munitions 
Board? 

Mr. Panucn. That is right. 
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Mr. Gotpsterx. And the members of the committee you represent 
on your retainer believe they are still functioning and they are stil] 
paying you your salary, and answering questions and preparing a 
report ¢ 

Mr. Panucn. That is right. 

The Cuarrman. Mr. Panuch, do you intend between now and the 
end of this month to continue as counsel in the way you have indicated 

Mr. Panucu. Yes, sir. 

The CHairMan. I would advise you to resign forthwith. IT would 
advise you to resign forthwith, sir. Do you intend to resign forthwith / 

Mr. Panucnu. Do you make that as a direction ¢ 

The CHairman. Of course, I cannot direct you to do anything. 
I make it as a suggestion. I don’t think that the Munitions Board or 
these members have the right to keep you as counsel for a half moment, 
and this is no reflection upon you at all, Mr. Panuch. Maybe I am 
going to be charitable and say that you have made an error here 
and I don’t think the error should be continued. I don’t see any justi- 
fication for your continuation as counsel for this committee, and you 
should resign forthwith, and I suggest that you do that. 

We had testimony here this morning that the Munitions Board 
officials deprecated this situation and the continuance thereof. 

Mr. Goutpsrerxn. Have they ever conveyed that impression to you 
that they deprecated your being maintained as counsel? Did the 
Munitions Board ever tell you they felt that you should net be 
retained ¢ 

Mr. Panucu. No, sir. 

Mr. Goupsterx. You just shook your head. I did not get the answer. 

Mr. Panucn. No, sir. 

Mr. Goitpsrein. I am sorry. Now, sir, would it be correct to state 
that the Committee on Military Contractor Relationship was formed 
by the Munitions Board as a public body exclusively for public 
purpose ¢ 

Mr. Panucu. Absolutely. 

Mr. Gotpstrin. Now, did either the authorities who created the 
committee or the committee as a whole deem it necessary to supply 
counsel or any other Government staff, to assist in carrying out this 
public function ? 

Mr. Pancucu. Do you mean Government counsel ? 

Mr. Gotpstrixn. When the Munitions Board created the Committee, 
and when the Committee itself first came into existence, did they deem 
it necessary to supply you with a Government secretariat to serve the 
functions which you apparently are carrying on now, sir? 

Mr. Panven. I think you will find in the minutes of the Joint 
Committee that I gave you as to the project, they were very conscious 
of the necessity for an adequate staff. They discussed the question 
whether this staff should be under the Government control or whether 
the whole job should be assigned to an outside agency like the Brook 
ings Institution. 

I think they discussed it with the Brookings Institution, and they 
gave them a figure of $100,000. The Board didn’t have that kind of 
money, so they said that they would go ahead with a small staff, which 
would work for the Joint Committee on Military-Contractor Rela- 
tionship, under the control of the chairman of the Joint Committee. 

Mr. Goupsrern. That did not last very long, did it? 

Mr. Panvucu. No. 
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Mr. Gotpsrern. In other words, the Munitions Board did not sup- 
ply a staff to service this Committee ‘ 

Mr. Panucn. Not an adequate staff. 

Mr. Goupsrerx. Such a staff as they did supply did not last very 
long: is that correct ¢ 

Mr. Panven. It lasted until the Joint Committee, the Military 
Committee, was dissolved in August 1950, which was a big hole in the 
operation. 

Mr. Gotpsrern. You were then apprised, at least as late as June 
1950, that Mr. Lynde had written to Hensel asking when Panuch was 
going to get on the job; and that at least the Munitions Board felt 
it necessary to have that staff, but not a Government staff subsidized 
or paid by the Munitions Board itself ¢ 

Mr. Panucu. They knew the Committee people were thinking of 
makinug a contribution. 

Mr. Goutpsrern. All right. Is it fair to say that the members of the 
Committee, almost entirely represent, either directly or indirectly, 
the same segment of society, namely, the large industrialists ? 

Mr. Panvuen. Counsel, I don’t know what you would call the “same 
segment of society.” They represent people, I assume, who are stock- 
holders and that they may be anybody in our form of society. 

Mr. Gotpsretn. Let’s get down to specifics. Outside of the one so- 
called small-business man, Mr. West, of the Committee, and the three 
members, two of whom are attorneys and one of whom is in the bank- 
ing business, plus Mr. Hancock, out of that group they all repre- 
sent presidents, vice presidents, and chairmen of boards of the largest 
corporations in the country, more or less? 

Mr. Panvcn. I would say that you have got a group of companies 
here which range from the giant category through large to medium, 
with West being small. 

The CHatrman. Your compensation was paid only by those who 
had contracts with the Government for procurement / 

Mr. Panucn. I cannot say that as a matter of fact. 

The Cuatrrman. Lehman Bros. have no contract with the Govern 
ment and the bank would not have any? 

Mr. Panucu. I think that is an unfair inference, Mr. Chairman. 

The CHarrman. Why? 

Mr. Gotpstrin. I might say that the record is clear that the dire 
tive under which the committee was set up required either that the 
personnel of the committee be made up of persons having contract 
relationships with the Government or having procurement experience. 
Mr. Hensel, Mr. Isham, Mr. Hancock, and Mr. Marbury all had, dur- 
ing World War II, some procurement experience. 

The Cuatrrman. So my question is a fair one, namely, that all the 
others, in addition to those mentioned, who are lawyers or bankers, 
actually had procurement contracts from the Government. 

Mr. Panucn. Mr. Chairman, my point is that I don’t know. A lot 
of them did. 

Mr. Bryson. Have you seen this list of the hundred top companies ¢ 

Mr. Panccu. I think I have at some time or other. 

The Cuairman. Well, 6 or 7 of them are mentioned among these 
100. 

Mr. Panucu. Is that so? 
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Mr. Goupsre1n. Now, sir, did the work which you performed for 
your clients on the committee involve items such as profit controls, 
renegotiation, excess-profit taxes, all of which were of great im.- 
portance to your clients in their private capacities? 

Mr. Panvcn. I think matters like profit controls, procurement, am 
taxation, all of which have to do with incentives to efficient produ 
tion and the elimination of waste from the war effort, are of grea! 
importance to everybody in the country, particularly to the con- 
sumer, 

The Cuatrman. Including your clients? 

Mr. Panucu. Including my clients. 

The CHarrman. Now, these problems that you have mentioned co: 
cerning taxation, renegotiation, profits, and so forth, those were pro! 
lems that Congress should, or the Munitions Board should, solve: 
is that correct? Those are problems the solution of which was th 
duty of the Munitions Board; is that correct? 

Mr. Panucu. I think Congress assigned that duty to a lot of 
agencies, sir. 

The CHamman. Well, they did; you can take it for granted thai 
the Munitions Board was supposed to be set up to wrestle with those 
problems and find a solution. 

Mr. Panucu. Originally I think that was so. 

The CHairman. Well, if that was the duty of the Munitions Board, 
why did they need counsel like yourself to counsel members of the 
committee ¢ 

Mr. Panucu. Well 

The Cuatrrman. In other words, to wrestle with the same problems / 

Mr. Panucn. Mr. Chairman, I don’t think the Munitions Board 
gave a rap what the committee did as to whether 

The CuarrmMan. They didn’t give a rap? You didn’t mean that, 
did you? 

Mr. Panvucn (continuing). As to whether they hired counsel or not. 
They assumed that they were acting on the advice of their counse! 
as to what they thought was their public duty. 

I think anybody can go out and get any help he wants. I don't 
see anything wrong 

The CuatrmMan. Picking up your words: maybe you would want 
to revise those words. You say that the Munitions Board wouldn't 
give a rap as to what the advisory committee said or recommended / 

Mr. Panucu. No, sir, I did not say that. I said what the people 
did in their individual capacity; if they thought it was proper and 
it Was not under objection. 

Mr. Goupsrern. In other words, getting back again to the part 
already covered, the Munitions Board did not actively interfere in 
these arrangements. 

Mr. Panucnu. That is right. 

Mr. Gorpstre1n. Now, sir, do you think in view of the facts which 
we have discussed, particularly the fact that many activities of the 
Committee related to matters either directly or indirectly which 
would affect the members, such as pricing and so forth, in view of 
those facts do you think any inferences should properly be drawn 
that the members of the Committee retaining you to assist them in 
Committee work were not acting exclusively in the public interest 
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Mr. Panvucn. I think that kind of inference would be totally un- 
justified and almost unconscionable. on) 

Mr. Gotpstein. Now, sir, would you mind explaining at this point 
how you think that Committee could have operated, if they did not 
have counsel or staff to take care of it ? 

Mr. Panvucnu. I think if they had had an adequate staff in the Goy 
ernment to do Aa job that they could have operated without private 
counsel. 

Mr. Govpstein. In other words, if the Munitions Board had pro- 
vided the secretariat there would have been no necessity for hiring 
you to do the work that you have done / 
~ Mr. Panucu. I think that is a fair summation, yes. 

Mr. Bryson. Congress has been giving them plenty of money, 
hasn’t it 

Mr. Panucu. I beg your pardon ? 

Mr. Bryson. I say, we have been giving the Munitions Board and 
all departments of defense all the money “the ‘v have needed or could 
handle. They have not been running out of funds, have they / 

Mr. Panvcu. I think at that time they were not getting as much 
money as they are getting now. Besides, what they get is always 
subject to allocation, as you know, sir, within the Department itse if. 

Mr. Gotpstery. Now, sir, may I ask you this: Would you commeiit 
at this point, since we are getting into a theoretical field on your 
understanding of how the typical industry advisory committee fune- 
tions, what you think of having a private secretariat or attorney, such 
as yourself, to assist, and particularly, would you give us your under 
standing of the way in which trade association representatives usually 
participate in industry advisory activities either directly or indirectly / 

Mr. perry Let me answer the first part of that question first. 

The conventional industry advisory committee representing an 
industry—let’s take the steel industry for example—now, the fune- 
tion of an industry advisory committee, from the standpoint of the 
(iovernment, is always in relation to some specific problem. Let's take 
a military department. 

The military department will want to know how much impact on 
a given industry, let’s say the steel industry, will the tank program 
have. Now, they get the steel industry in, their top men, all of whom 
know each other, and know each other's positions. They know the 
supply-requirements position. In that kind of meeting with these 
top fellows, Government can get judgment reactions to its problem 
quickly. 

All the Government has to do is to be sure that it has a real problem, 
which is stated accurately. Industry will supply the information, 
judgment, advice, and statistics. 

All that takes is an agenda that is sent out in ample time to prepare 
the Bp for the meeting. 

For that kind of meeting you do not need private counsel. All you 
need is a good recording secretary. That is a self-functioning meet- 
ing, and I think the experience of Government has been that it has 
worked satisfactorily with respect to regular industry advisory 
committees. 

Now, as to trade associations, trade association representatives, as 
I remember it, under the—I don’t know whether my recollection is 
sound on this, whether this is true—but under the War Production 
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Board practice in World War II, I don’t know whether trade assoc i:- 
tion people were on these industry advisory committees, although I do 
remember sometimes they appeared at meetings as observers. I think 
under the Defense Production Act they are permitted to assume a 
role as consultants. In fact, they were among the ones listed to be 
consulted in connection with controls and so forth. 

Now, so far as indirect representation is concerned, I think that you 
will find that spread-out industries rely quite heavily on their tr: _ 
associations to collect information, and so forth, and when they do 
attend a Government meeting they genet i”! get briefed. The ma 
chinery and Allied Products Institute, the } National Sec urity Indus- 
tries Association, which is the old Navy Industrial League, and the 
Aircraft Industries Association, usually brief their members as to the 
over-all requirements and problems of the industry, so that they ear 
be fully informed when they deal with the Government. 

Mr. Gotpstrern. In other words, even if an industry advisory com 
mittee is not made up of paid executives or trade associations, the 
members who are not themselves paid executives of trade associations 
rely heavily on material supplied to them by trade associations ¢ 

Mr. Panven. In some cases, in some instances. 

Mr. Goupsrern. In some particular cases / 

Mr. Panven. Yes. May [say this. There is a great distinction t 
be drawn between the conventional type of industry advisory commit- 
tee and a horizontal committee, such as the Committee on Military- 
Contractor Relationship which is made up of a number of industries. 

As a matter of fact, if you ever got our fellows all together they 
would have difficulty in agreeing on any given industrial problem 
because their respective problems are all different. For instance, if 
you take the matter of types of contracts, let us take Worthington 
Pump & Machinery Co. Schwanhausser is inclined to fixed-price 
contracts. You take Standard Oil, they incline to fixed-price con 
tracts which are geared to the market value of a barrel of crude, and 
the market value of refined products, 

Woodward of Newport News has had experience with cost and tar- 
get-type contracts which the other people have not had. 

So you could not possibly have a meeting of these people on the 
Military Contracts Relationship Committee without giving them a 
special briefing as to the problems to be considered by ‘the committee 
as a whole. 

Mr. Gotpstern. Now, sir, you talked about the horizontal nature 
of this particular committee, the Military Contractor Relationship 
Committee of the Munitions Board. 

Do you have any views as to whether or not that committee would 
have been more truly representative in terms of its functions if it 
had included on it the representatives of small business and labor ? 

Mr. Panucnu. I always assumed that we had a small business repre- 
sentative in Mr. West; also one who is generally regarded as a smal! 
business representative, even though he is not within the 500-emplovee 
category. Lrefer to Mr. Wheeler of Pitney-Bowes. 

Now, it has been my policy in Government, on any committee that 
I have had anything to do with, to have a labor man because it makes 
for more confidence in the operation and you have an opportunity to 
check in advance labor's views, or the impact on labor, of anything 
you do. 
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I would strongly advise it, personally, if anybody asked me. 
Mr. Gotpstetx. I see. Do you happen to know whether any of the 
so-called industry advisory committees set up presently, have labor 
representatives on them ? 

Mr. Panucn., I do not. 

Mr. Goutpstern. All right, sir. 

Mr. Panucn. Mr. Goldstein, you asked me a question which T never 
got to answer, and that is—— 

Mr. GoLpstern. Very well, I am sorry. 

Mr. Panucu (continuing). That is the testimony of Mr. Kidston. 
[ read that, and I find myself in disagreement with a good deal of it, 
I think it is due to the fact that very few people in the Munitions 
Board know anything about this committee. Ido not want anything 
I say to be understood as casting any aspersions on Mr. Small or 
Admiral Ring or any of these other people, but let me just give you my 
version. 

Mr. Small testified that the committee was brought in before the 
Renegotiation Act, quite a while before—that is at page 295 and 
that they were to represent all industry and not one segment, which ts 
accurate, 

They were supposed “to come up with an over-all picture on pricing 
policies, What was wrong with it, what was good, what should be 
done about it to improve it.” That is correct, except that it just takes 
in one part of the problem assigned to the committee. As you will 
see from the project that T handed you, which is the official project 
assigned to the committee, pricing is Just one part. 

The whole problem is: Hlow do you combine a pricing and purchase 
policy with profit control so that you maintain incentives to efliciency 
That is the big problem which is unsolved today and will be for the 
next 5 years, until the Renegotiation Act passed out of existence in 
1953. 

Mr. Small then says, “but the Renegotiation Act overtook them, 
before they could submit a report.” That is not accurate, because the 
Renegotiation Act of 1951 that we have now is exactly the same as 
the Renegotiation Act of 1948 with several exceptions. 

The Renegotiation Board is not under the Defense Department 
under the new act. It is independent. There are fewer exemptions 
from renegotiation. There are other provisions, one of them very 
important, involving the incentive principle making recognition of 
efliciency under the new act absolutely mandatory in determining 
excessive profits. 

Then Mr. Small says “this particular committee has been inactive 
and has been for many years.” Well, that depends on how you con- 
strue how the committee operates. The members of our committee 
thinks we have been pretty active working on an informal basis. 

Mr. Goupsrern. At least, on the basis that they are planning to 
submit their report, they do consider themselves active ? 

Mr. Panwcn. They feel under obligation to submit their report on 
the work that has been done. 

Mr. Goupstere. IT might ask you: Do you know if either you or the 
committee has been informed by the Munitions Board that they con- 
sider that the committee’s services are no longer needed, that they 
are Inactive ? 
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Mr. Panvcn. I have been in contact on this matter with Mr. Tony 
Clark, executive vice chairman of the Board, and we have been talk- 
ing about submitting this report. Only last Saturday when I talked 
to him about this testimony, I told him that we hoped to have this 
report out next week because I wanted to get it out not later than 
July 1. 

Mr. Gotpsrern. Did Mr. Clark indicate to you that they no longer 
needed the report or no longer expected it, that it would be a gratuitous 
filing, or that they did not want it? 

Mr. Panucu. No, sir. He said, “When do you think you will have 
it ready?” 

Mr. Goxpstrern. All right, sir. Go head with your testimony. 

Mr. Panucnu. Mr. Small, also said, now, that you have a Renegotia- 
tion Act, and pricing is covered by the regulation the committee is 
not needed. Well, I don’t want to hold Mr. Small to this, but the 
passage of the Renegotiation Act, as I pointed out, does not affect the 
problems assigned to the committee. The pricing policies that you 
have now are the pricing policies that the Munitions Board put out 
August 30,1950. The pricing section of the ASPR is not out yet. 

I assume it will be out sometime. When, is a matter of some specu- 
lation and of some concern to industry. But right now the Muni- 
tions Board policy is holding the fort. 

At one point Mr. Small said the committee was defunct and that 
“the office that it worked for is no longer in existence.” Admiral] 
Ring said at one point, at page 296, “these people were a part of my 
staff, recommending to me” and “the fact that they—the committee— 
happen to be an advisory committee, making a recommendation ; that 
they were participating, in a recommendation leading to the formula- 
tion of policy.” That is accurate as to the process of policy formula- 
tion, but this committee was never a part of Admiral Ring’s staff and 
I think its members would be quite surprised to hear that Admiral 
Ring considered them a part of his staff and that they were making 
recommendations to him. 

They are a committee of the Munitions Board, and if you will read 
the order, Munitions Board Order 33, the Board requires that any 
reports of the Industry Advisory Committee be submitted to the Board 
itself, 

The Cuatrman. Mr. Panuch, I directed this question to Mr. Smal, 
Chairman of the Munitions Board, and this is on page 301 of the 
record [reading |: 

Do you think it is good policy for the Advisory Committee members to hire 
counsel ? 

Mr. SMALL, I personally don't think it is good policy. No. 

Are you aware of that testimony of Mr. Small? 

Mr. Panvucn. I was aware of it when I read it; yes, sir. 

The CHarman. Do you think that Mr. Small, Chairman of the 
Munitions Board, gives sound sense when he says it is bad policy and 
it is not good policy to have the members of an advisory committee 
hire counsel ? 

Mr. Panucn. Mr. Chairman, I am putting myself in Mr. Small’s 
position, and I am putting myself in my client’s position. If the 
chairman of this committee does not think it is good policy for com 
mittee members, such as this committee, to retain counsel, I say it | 
bad news for my clients to have counsel. 
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If Mr. Small says so, now I think it is even worse. 

The Cuarrman. When you say “chairman of the committee,” you 
mean chairman of this subcommittee, you mean myself? 

Mr. Panucn. I mean you, sir. 

The CuHarrman. Well, I think I am voicing the views of the mem- 
bers of the subcommittee also when I say it is my policy. 

Mr. Panwucn. I assume that. 

The Cuarman. That is why I said I thought you should resign 
forthwith, in justice to the good reputation that you have, and in 
justice to the good services you have rendered to all these branches of 
the Government. I think you ought to resign and not continue to 
have this cloud hanging over your head, and let me tell you that it 
isa cloud. 

Mr. Gotpsretn. Just to clarify the record—— 

The CHarmman. Just a moment, please. Has Chairman Small told 
vou of his views, the views he expressed before this subcommittee 

Mr. Panucnu. No. 

The Cnatrman. Has any member of the Munitions Board, or any 
representative of the Munitions Board, explained to you the views of 
Mr. Small before this subcommittee ? 

Mr. Panvucu. They did not have to. I read it in the record. 

The CHamrman. And you still think you should not resign / 

Mr. Panucu. I would like to ask your advice on behalf of my clients. 

The Cuatrman. Well, I said a little while ago that I suggested to 
vou that you should resign. 

Mr. Panucn. Mr. Chairman, I am not fencing with you as to 
whether I should resign. We are talking about a matter of 2 weeks 
here, within which we can submit this report. The minute that report 
is in, this thing is over with, but we do have an obligation to submit 
the report. 

The Cuarrman. Well, I was momentarily absent and T now under 
stand that vou testified that Mr. Clark, one of the members of the 
Munitions Board, asked you when your report would be ready / 

Mr. Panucn. That is right. 

Mr. Gotpstern. That was after the testimony before this subcom- 
mittee ? 

Mr. Panucn. That is right, but I don’t know whether Mr. Clark 
was aware of Mr. Small’s testimony. I do not want to put Mr. Clark 
in an embarrassing position. I called Mr. Small immediately after 
conferring with the subcommittee staff on Thursd: ry, June 14, and was 
referred to Mr. Clark, his deputy. 

The CHarrman. When did you see Mr. Clark? 

Mr. Panvcn. Saturday. 

The Cuarrman. Mr. Small testified last Tuesday, did he not ? 

Mr. Gotpstern. Yes; several days had intervened. 

The CHarrman. With several days, as counsel said, intervening. 
Mr. Clark did not indicate to you the views of Mr. Small ? 

Mr. Panucn. No. 

The CHatrrman. Well, don’t you think that is rather anomalous that 
the Chairman of the Munitions Board says it is not good policy for 
members of the advisory committee to retain counsel, and that you 

should remain as counsel ? 

Mr. Panucn. Mr. Chairman, I think it would be impossible for any- 

hody to remain as counsel to a committee. 
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The Cuamman. Then why don’t you tell us you are going to resign / 

Mr. Panvcu. Will you allow me to tell you that I will resign jy). 
mediately after the report is submitted June 30. Will that be satis. 
factory to you? 

The Cuairman. No; it will not. 

Mr. Panucn. Even if it is within 

The CHairman. So far as I am concerned, it will not. I think that 
you should resign forthwith. I think your usefulness to the com- 
mittee isatanend. There is a cloud surrounding yourself and ever) 
thing that you do, including the report, and that cloud is certainly jot 
to be dissipated if you continue as counsel for the members of this 
committee. 

Mr. Panveu. Well, if you attach a cloud to the report—— 

The Cuarrman. You see, I think the Munitions Board is at fault 
and I wish IT had known about your testimony when Mr. Small was 
here this morning. I would have directed to Mr. Small some adi 
tional questions concerning your being retained. 

Mr. Panven. In fairness to Mr. Small, he is an innocent party to the 
transaction. He came into the Munitions Board long after this thing 
occurred and he knows nothing about my retainer. 

The Cuatrman. I think now that word can go to Mr. Small that the 
chairman of this subcommittee—have we conferred with the other 
members of the subeommitee—at least, the chairman is of the opinion 
that you should no longer be retained as counsel for the members of 
this particular advisory committee, and [ instruct the staff to so inform 
Mr. Small. 

By the way, is there a representative of Mr. Small or the Munitions 
Board present ? 

Mr. Kipsron. Yes, sir. 

The Cuarman. Well, [ think that you ought to tell Mr. Small the 
views of this subeommittee, my views particularly. 

Are you aware, Mr. Kidston, or were you aware when Mr. Smal! 
testified last Tuesd: ay. or Were you aware this morning when Mr. Small 
testified of what Mr. Panuch testified to today ? 

Mr. Kipsron. You mean that he has been working up to the present 
time on committee activities ? 

The Cuatrman. Were you aware of the import of his testimony to 
day? Did you know about it / 

Mr. Kipsron. No. sir, because in our opinion, as I testified this 
morning, the committee as such, has been dormant since last summer. 

In August of 1950 the Munitions Board adopted a pricing and 
profit study of the Munitions Board staff, which eliminated that part 
of the job that this committee had had to do. 

A new Renegotiation Act was passed, which eliminated the need for 
further study in that field at this time. 

The Caamman. Will you yield a minute, Mr. Kidston? 

Mr. Kipsron. Yes, sir. 

The Cramman. You heard Mr. Panuch testify that there was what 
he calls a functioning of this committee informally, and that it was 
a functioning not accompanied by formal meetings, that the function 
ing was by personal contact by himself with officials of the various 
armed services, with officials of the Munitions Board, and that it was 
functioning by correspondence and other direct means, other than 
actual formal meetings. 
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You heard him state that, did you not ¢ 

Mr. Kinston. Yes, sir. 

The CHairMan. Now, were you aware of the informal functioning 
of the members of this advisory committee ¢ 

Mr. Kipsron. May I answer that by saying this, Mr. Chairman, that 
his negotiations took place in June of 1950. Our reply concerning his 
employment of July 6 is in the record. We did not do anything fur- 
ther about it because the matter was discussed, but we did not do any- 
thing further about it because it was not anticipated that we would 
use that Committee for some time in the future. 

As a matter of fact, in the spring of this vear we sent letters of 
invitation to the members of that committee for a meeting. We sent 
out telegrams a few days later canceling the meeting. The purpose 
of that meeting was going to be the disbanding of that Committee, 
because of the advent of Korea, and the fact that its usefulness was 
at an end until the present emergency would cease, and the meeting 
was called off. 

Again later this vear we discussed abandoning the Committee and 
also to that effect we drafted, and we still have them in our office, 
something pertaining to that. We had a change in top command and 
the matter was held in abeyance, but there was no question in my 
mind—— 

The CHamman. Let us correlate what you say. You say the useful- 
ness of the Committee was at an end some time ago and you were 
contemplating issuing a directive or an order abandoning the Com- 
mittee. 

Mr. Kipstron. Yes, sir. 

The Cnamman. And Mr. Panuch testified today that even now he 
is acting as counsel for the Committee, and the Committee is function- 
ing in this informal and indirect way. Are you aware of that ¢ 

Mr. Kipsron. No, sir, Lam not aware of it. 

The Cuarrman. In other words, the left hand does not know what 
the right hand is doing? 

Mr. Kipsron. No, sir. I checked, and to the best of my knowledge 
there has not been any contact with our people since January of this 
year. 

Mr. Srevens. Does that include Mr. Clark ¢ 

The CHamman. Wait a minute. Is Mr. Panuch, then, acting with- 
out authority ¢ 

Mr. Kipsion. Mr. Panuch has been acting in a personal relation- 
ship with some individuals. 

The CHamman. He says that the committee is functioning in- 
directly. 

Mr. Kinston. Certainly not at our instigation, sir. 

Mr. Gowpstrern. May I ask this, sir: has any formal notification 
gone out from the Munitions Board to the members of the Committee 
indicating that the Committee is abandoned and no longer needed ¢ 

Mr. Kinston. No, sir. It has been discused several times. 

The Cuamman, I take it that Mr. Small means what he says and 
savs what he means, and when he says that it is not good policy for 
advisory committee members to hire counsel, he means what he says. 

Mr. Kinston. That is true. 

The Cuarrman. And he says what he means. 

Mr. Kinston. That is true. 
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The Cuatrman. Do you think under those circumstances that Mr. 
Panuch should continue as counsel for the members of this committee / 

Mr. Kipstron. No, sir. 

The CuHarrmMan. Don't you think he should resign forthwith ? 

Mr. Kipsron. Sir, we hope to accomplish that by abandoning the 
committee forthwith. 

Mr. Scanian. May I say this, Mr. Chairman, I am assistant 
counsel 

The Carman. Just a moment. I would like an answer to my 
question. Do you think he should resign, Mr. Kidston ? 

Mr. Kipsron. I certainly think in view of all the discussion that 
he has no alternative but to do so. 

The Cuatrman. In other words, the answer is “yes”? 

Mr. Kipsron. Yes, sir. 

Mr. Goutpste1n. Has the Munitions Board, prior to this subcom- 
mittee’s inquiry, done anything in an official way which would in- 
dicate to the members of the Military Contractor Relations Coin 
niuttee that Mr. Panuch’s services should be dispensed with other tha: 
the July 6 letter, which may or may not be ambiguous, and that the 
committee is no longer even in existence ¢ 

Mr. Kipsron. No, sir, not to my knowledge. 

Let me say that we have done nothing even with regard to re- 
questing a report. A report on subjects that have been overridden 
by events a year ago. 

Mr. Go.pstrern. May I ask at this point whether or not you know 
Mr. Clark has discused this matter with Mr. Panuch ? 

Mr. Kipston. Well, I am sure he did, I think perhaps Mr. Clark 
called Mr. Panuch as the result of the chairman, Mr. Small, asking if 
le would look into the matter of compensation. 

Mr. Goipstern. Didn't Mr. Clark call Mr. Panuch even before this 
subcommittee held its first hearing on that / 

Mr. Kinston. I have no knowledge of that. 

The Cuarrman. Did you have something vou wanted to say ? 

Mr. Scanuan. I am assistant counsel for the Board and I want 
to say in fairness to Mr. Small, who is not present, that I am sure 
that the full scope of the activities of Mr. Panuch and the committee 
as revealed by his testimony shows that Mr. Small was not aware of 
them. 

The CHatrmMan. Oh, ves, I am quite sure of that. 

Mr. Scanian. I am quite sure that when he is fully apprised, as 
Mr. Kidston indicates he will be, that he will disband this committee 
forthwith on unequivocal terms, and IT will advise him to that effect 
on the basis of the law, since if we do not do that, if Mr. Panuch’s 
statements are true, we are fostering something that should not be 
fostered, and I will advise him that we disband the committee, and 
I will advise any members of the committee still retaining Mr. Panuch 
for any services he may render, that we strongly advise against their 
use of Mr. Panuch in any capacity connected with the committee 
as such. 

I don’t know what the relationship between Mr. Clark and Mr. 
Panuch has been. I am sure that Mr. Small can testify to that per- 
sonally, if the subcommittee wants. 

The CuatrMan. I do not think it is necessary after your statement 
and I want to assure you that we appreciate your forthright observa- 














STUDY OF MONOPOLY POWER 457 








tions. I further request that we have a communication from Mr. 
Small embodying the views that you have just expressed. 

Mr. Scanuan. Certainly. 

The CHatrMANn. We can have that officially on the record, then. 

Mr. ScanLaN. That will be done as soon as possible. 

The CHatrMaAN. Thank you. 

Mr. Gotpstrin. May I ask you one question, Mr. Scanlan. Am I 
to infer from your statement that it was not until this subcommittee 
held its hearings that the Munitions Board knew anything about these 
conditions ¢ 

Mr. ScanLan. We are using the term Munitions Board in a broad 
sense, but I will say so far as the Board is concerned, Chairman Small, 
Secretary Koehler, Secretary Alexander and Secretary Zuckert, I can 

say I am positive that they were not aware of the activities described 
by Mr. Panuch. 

The fact that some members of the Munitions Board staff in the 
inay have been more fully apprised of the contract arrangements 
may be true. It is apparent that Mr. Lynde knew quite a bit of the 
arrangements. Beyond that I cannot testify, but I am sure, as Chair- 
man Celler indicated, Mr. Small did not know the full scope of any 
informal activity of this committee, but when he does know that, as it 
appears by the record here today, the action he will take will be forth- 
with and it will be quite positive. 

The Cuairman. I think again that I want to compliment you for 
that statement, and what it points up is the need for responsible indi- 
viduals on the Munitions Board to check on the advisory committees, 
to see that they are hewing to the line, so that we will not have any 
repetition of hiring of counsel by members of an advisory committee. 

Mr. Gotwstern. I believe Mr. Panuch would like to make a state- 
ment. 

Mr. Panucn. I feel that there has been an unfortunate impression 
created here as to this committee and as to the knowledge of the Muni- 
tions Board as to the operations of that committee. 

Now, let me say this, that on March 10 of this year, Mr. Crawford, 
the industry chairman of this committee, and I, met with Mr. Larkin, 
the general counsel to the Department of Defense, to discuss a wind-up 
of the committee. 

Subsequent to that, on May 12 of this year, Mr. Crawford, the indus- 
try chairman of this committee, and I, met with Mr. Clark, the execu- 
tive vice chairman of the Munitions Board, and we told him that we 
were Winding up the committee and that when this report comes in the 
committee will have served its function, and on the next day the mem- 
bers of the committee were so notified by the industry chairman. 

So that is a matter of record. 

Mr. Wooe. Mr. Kidston, may I address a question to you? 

Mr. Kipsron. Certainly. 

Mr. Woog. I believe you stated that since the advent of Korea 
there is no need for a continuing activity on the part of the Military 
Contractor Relationship Committee to "Plt ety any uniform policy 
to integrate procurement activities. 
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% See letter June 21, 1951, from Alfred L. Scanlan, assistant counsel, Munitions Board, 
with accompanying copy of letter disestablishing the Military-Contractor Relationship 
Industry Advisory Committee, appendix, infra, pp. 970-971. 
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I wonder if you would mind explaining to the subcommittee a little 
more of the import of that statement. Do you not feel that there js 
still a need for uniform procurement policies on the part of the Mu) 
tions Board? 

Mr. Kipsron. We have about 75 to SO staff members in our suppl 
management directorate, exclusive of the cataloging and standard- 
ization programs. Included in that group in our office of procure 
ment we have a staff of people who have supplanted the old staff that 
Mr. Lynde had, which amounted to about eight people, including two 
Ph, Ds, who work on the procurement policies end of supply manage- 
ment. We do it by staff action. 

Mr. Wooc. Then I take it that it is not the Munition Board’s inte 
tion to utilize the services of the persons now in private industry who 
have had extensive and considerable experience in Government pro- 
curement during the last war ¢ 

Mr. Kinston. All that information is available to us through direst 
contact by staff members. We don’t feel that we need this committee 
to help us with these problems at this time. 

The Cramman. Thank you. 

Mr. Goupsrern. Mr. Panuch, the hour is getting late and I have 
Just a few questions and I would like to be as brief as possible, sir. 

Mr. Panucn. Surely. 

Mr. Gonpstrerx. Do vou think that the Munitions Board, with ref 
erence to the talents of the people who made up the committee, and 
who had served on the committee, do you think that the Munitions 
Board has utilized fully the talents of these people and other experts 
in the exercise of their duties / 

Mr. Panven. Not the capacities of this committee. 

Mr. Goupsrern. Is it your thought that the Munitions Board has 
an important role in planning supervising and preparation of mob 
lization efforts? 

Mr. Panvcn. Yes, I do. 

Mr. Goutpstrern. Now, sir, could you tell us whether you know if 
there are any other committees similar to this committee anywhere 
else in the Government ? 

Mr. Panwcn. I don’t think there is anything similar to this any- 
where in the Government. 

I do know of a group that is working on procurement policy at 
this time. 

Mr. Gorpstrrin. That is what I had reference to. 

Mr. Panucn. In the DPA, the so-called W. W. Watts group set up 
in General Harrison’s office. 

Mr. Gorpsrern. Did you coordinate with that group? 

Mr. Panucu. No, I have not coordinated with them. That is an 
interdepartmental committee. They have called in a group of busi- 
ness consultants to assist them on procurement policies on a part- 
time basis for a period of time, 2 days a week, from various of the 
big companies, like Ford, General Motors, Sears, and Westinghouse, 
to help in the formulation of procurement policy. 

IT have not coordinated with them because I felt that was a DPA 
operation; that we were in the Munitions Board, so far as our charter 
was concerned. We had a very specific charter involving profit con- 
trol measures and pricing policies, and these people were not going 
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into the basic question as to how you correlate renegotiation and 
purchase policy which is what we are concerned with. 

[ have seen a copy of their procurement policy statement that they 
worked out. As a matter of fact, I discussed the formation of the 
thing with General Clay when he was with Mr. Wilson, and they 
do not cover the things we do, except the part on procurement. , 

Mr. Goupsrern. That is all. 

Mr. Roprno. Mr. Panuch, would you care to say whether in your 
opinion the Munitions Board is actively discharging its duty, or are 
the military departments each working separately on their individual 
procurement problems ¢ 

Mr. Panven. I could not tell you, as I do not have direct knowledge 
of that. You would have to be right on top of it to make an intel- 
ligent evaluation. 

Mr. Gotpstrern. No further questions. 

The Cuatmman. Thank you very much, Mr. Panuch. It will be 
appropriate for you to prepare a supplemental statement which we 
will insert in the record immediately following your testimony. 

(The statement is as follows:) 

ExuHisir No. 56 
SUPPLEMENTARY STATEMENT OF J, ANTHONY PANUCH 
FOREWORD 


| appeared voluntarily before the subcommittee on June 18, 1951, to testify with 
respect to my retainer as special counsel to certain individual members of the 
Munitions Board Industry Advisory Committee on Military Contractor Relation- 
ship and my actions pursuant to such retainers. 

To facilitate the fullest possible exploration by this subcommittee of the facts 
with respect to my retainer and actions on behalf of my clients, I voluntarily 
submitted myself to prehearing examination by counsel to this subcommittee and 
his colleagues on June 14. This examination took several hours. I requested 
counsel to make personal examination of my records and files with respect to 
any matter that might be of interest to the subcommittee. On June 15, 1951, 
associate counsel visited me, made such examination, and selected such docu- 
ments as were desired to be introduced into the record of the hearing. 

My testimony, originally set for 2 p. m., began at 3:15 p.m. The hearing was 
adjourned at 5 p. m. The Republican members of the subcommittee left to 
caucus shortly after my testimony began. Because of Chairman Celler’s pursuit 
of a line of questioning which took a great deal of time, I was in effect submitted 
to cross-examination before my direct testimony was completed. I was unable 
to complete my testimony, much less to refute misstatements of fact by minor 
employees of the Munitions Board in response to questions of Chairman Celler 
a few minutes before the hearing was adjourned (record, p. 406). 

For these reasons, the record is incomplete, inaccurate, and replete with un- 
founded assertions and insinuations which go to the good faith and public purpose 
not only of my clients but of the committee as a whole. Other assertions challenge 
the legality and propriety of my retainer, and minimize the contribution which 
the members of the committee earnestly and faithfully sought to make in the 
discharge of the mission which they were assigned by the Munitions Board. 

I have requested that I be permitted to complete my oral and documentary 
testimony to prove conclusively that such assertions and insinuations are untrue. 
Mr. Goldstein, counsel for the subcommittee, has proposed that I do so in the form 
of a statement which will be accorded the same force and effect as if I had 
appeared before the subcommittee and testified in person. 

This statement is submitted in accordance with such request. 
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SUMMARY OF POINTS 


I shall present my testimony under six points: 


I. The Munitions Board knew, encouraged and even urged my retainer 
by the Industry Advisory Committee on Military Contractor Relationshiy 

II. The Board prescribed the conditions and limitations of my functioning 
on behalf of the individual members of the committee. 

III. My retainer on behalf of such members of the committee to assist 
them in their respective advisory duties with the Munitions Board was 
neither illegal nor improper. 

IV. The Board at all times knew about my functioning under the retainer 
arrangements. 

V. My actions on behalf of my clients were in meticulous compliance with 
the terms and conditions prescribed by the Munitions Board and applicable 
directives and instructions. 

VI. My retainer was entered into in good faith. The actions of my 
clients and myself thereunder were at all times exclusively in the public 
interest. They were in furtherance of the advisory obligations of the 
committee members on whose behalf I was retained. 


I 


The matter of expert assistance, to be financed by industry, was discussed at 
the first meeting of the Industry Advisory Committee on Military Contractor 
Relationship held on October 12, 1949. J. Thomas Schneider, then Government 
chairman of the committee, presided. Mr. Hensel, a member of the committee, 
followed up the matter in a letter to the Government chairman on November 
21, 1949 (record, p. 375). 

The second meeting of the committee was held on April 28, 1950. The Muni- 
tions Board had a new chairman, Mr. Hubert Howard. The committee had a 
new Government chairman, Mr. Cornelius Lynde. Mr. Lynde was also adviser to 
the Chairman of the Munitions Board on Military Contractor Relationship. 
(See Department of Defense Memorandum April 18, 1950; subject: Functions of 
Munitions Board Adviser on Contractor Relations. Exhibit 1.) The need of 
retaining counsel to assist the members of the committee was again considered. 
A subcommittee consisting of Messrs. Crawford, Collyer, and Hensel was desig- 
nated to recommend counsel. 

On May 1, 1950, the Government chairman wrote to Mr. Hensel advising him 
that the committee had the fullest freedom to organize as it saw fit, subject only 
to the reservation that the judgment of its individual members must remain 
availible to the Board at all times. 

Mr. Lynde had stated in his letter of May 1 that it was not necessary for him 
to approve the man selected by the committee. Nevertheless at the request of 
Mr. Hense! and before my meeting with the other members of the subcommittee. 
I called on Mr. Lynde on May 3, 1950, to satisfy him as to my qualifications 
Apparently he was convinced for he turned over to me for my preliminary orien 
tation the records and correspondence relating to the committee and its work 

On June 1, 1950, Mr. Lynde wrote to Mr. Hensel: 

“Lam beginning to wonder whether the proposition of organizing the advisor) 
committee niachinery has bogged down. I had hoped by now to hear something 
definite about this because Collyer wrote me he had a session due with Panuch, 
as I recall it, last Monday. What is the situation and is there anything I can 
do to push it along?’ (Record, p. 376.) 

Il 


Between June 10 and June 13, after tentative arrangements for my retainer 
had been made between the subcommittee and myself, Mr. Lynde was apprised 
thereof by the industry chairman. He thought the amount of my proposed 
compensation was too high. He was worried about what Drew Pearson would 
say if he learned about the amount. Mr. Hensel disagreed, saying the job 
Was worth the agreed amount and more. He reported this conversation to the 
industry chairman in a detailed letter dated June 14, 1950* (record, p. 421). 

Because of this occurrence I insisted that the matter of my retainer and thir 
conditions under which I was to function be made a matter of record betwee! 


*Subsequently, my final arrangements made througn the industry chairman establish: 
my compensation at a substantially lower figure than originally contemplated. 
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the committee and the Board. Accordingly, on June 27, 1950, Mr. Hensel wrote 
to Mr. Lynde setting forth the subcommittee’s understanding as to the manner 
in which the representation arrangement was to function (record, p. 977). 

Mr. Lynde’s reply of July 6, 1950, caised no objection to the legality of my 
retainer or to the amount of compensation to be paid me. It stressed the fact 
that the Board expected to control and to be kept advised of the committee's 
functioning; that my retainer to assist individual members was not to pre- 
clude or hamper the rendition of their individual advice to the Board or inter- 
fere in any way with the free contact between the Bourd and the members of 
the committee. In substance, it spelled out precisely the general conditions 
stated in his letter of May 1, 1950. 

It is conceded that the Board's letter of July 6, 1950, represented the Board’s 
position with respect to the conditions and limitations of my retainer (record, 
». 300). Copies thereof were provided by the industry chairman to each member 
of the committee to whom my retainer was suggested. My clients and I relied 
and were entitled to rely on that letter. 

The members of the committee in whose behalf I was retained believed that 
industry Was making a desired and worth-while contribuion to the accomplish- 
ment of a vital Department of Defense objective. Neither my clients nor I wouid 
have entered the retainer arrangement had we not believed that the Board’s letter 
meant what it said and said what it meant. 


III 


fhe committee was organized long before the Defense Production Act of 1950 
was enacted. The regulations governing conventional industry committees are 
obviously inapplicable to a committee composed of a cross section of unrelated 
industries and private individuals. It has no antitrust or monopolistic aspect. 

My retainer is obviously not illegal. It was certainly not unethical. It was 
not improper. 

Mr. Hensel was general counsel to the Navy Department and Assistant Secre- 
tary of the Navy during World War Il. Mr. Mabury was counsel to the Under 
Secretary of War. Both are distinguished lawyers. They were and are members 
of the committee and saw nothing Wlegal, improper, or unethical in my acceptance 
of the retainer. Mr. Hubert Howard, then Chairman of the Munitions Board and 
Mr. Cornelius Lynde, the then Government chairman of the conmnnittee—both 
of them seasoned lawyers of long experience in governmental matters—were of 
a similar opinion. 

The reports of the Truman and Brewster committees of the Senate during 
and subsequent to World War II, as well as those of the Vinson Naval Affairs 
Investigating Committee of the House, should qualify the chairmen of such com- 
mittees to pass competent judgment on the propriety of a retainer arrangement 
such as mine. 

Because of Mr. Lynde’s statement to Mr. Hensel in early June as to the 
umount of my compensation, on July 31, 1950—before any retainer was signed 
by anyone—IL called on Senator Brewster and told him of the proposed arrange- 
ment and its public purpose. He saw no objection to its legality or propriety. 

On August 26, 1950, accompanied by Mr. Robert E. Kline, Jr., general counse}) 
during World War II to the House Naval Affairs Investigating Committee, 1 
called on Chairman Carl Vinson of the House Armed Services Committee and 
told him of my retainer and its public purpose. Chairman Vinson asked me 
how my clients and I proposed to function under the arrangement and I de 
scribed it fully. He stated that so long as I did not represent such clients with 
respect to procurement or contract matters in which they had a pecuniary interest 
le could see no impropriety in the arrangement. 

In November of 1950 I was interviewed by the then counsel of this committee 
on (two separate occasions. I described to him and his colleagues the purpose 
ind manner of my representation. They raised no question as to its legality or 
propriety ; nor did they question is high public purpose. 

Passing from the realm of expert opinion to that of common sense, this much 
is clear, The task assigned to the indusiry advisory committee is of great com- 
plexity. No busy executive is in a position to cope with the implications of the 
problem involved, or its intricate and massive detail, without expert advice 
ind assistance to supplement his own experience. 

If each of the companies whose officials are members of the Committee on 
Military Contractor Kelationship assigned staff to support the member in the 
elective discharge of his advisory duties, no one could reasonably question 
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the propriety of the action. There is no difference in substance between that 
situation and my retainer. 
IV 


A few minutes before the end of the hearing at which I testified, Mr. Scanlo: 

a junior attorney recently recruited by the Board who is of the legal opinion 
that my retainer and activities thereunder is and was illegal—volunteered some 
amazing testimony. I quote from the record at p. 456: 

“Mr. SCANLON. I am assistant counsel for the Board and I want to say in 
fairness to Mr. Small who is not present that | am sure that the full scope of the 
activities of Mr. Panuch and the committee has revealed that his testimony 
shows that he was not aware of— 

“The CHAIRMAN. Oh, yes, | am quite sure of that. 

“Mr. ScaNLon. * * * | don't know what the relationship between Mr 
Clark and M, Panuch has been. J am sure that Mr. Small can testify to that 
personally, if the committee wants. [Emphasis supplied.] 

“The CHAIRMAN. | do not think it will be necessary after your forthright 
statement * * #*, 

“Mr. ScANLON, * * * but I will say so far as the Board is concerned, 
Chairman Small, Secretary Koehler, Secretary Alexander and Secretary Zuckert, 
I can say I am positive that they were not aware of the activities described 
by Mr. Panuch.” 

I disagree but take no exception to Mr. Scanlon’s views as to the legality 
of inv retainer arrangement. The fact that the board, in its letter of July 6, 1950, 
specifically stated that it saw no legal objection to the arrangement should not 
preclude him from expressing a contrary opinion. 

But Scanlon testified to facts; facts not within his knowledge, regarding the 
Board and its senior officials. He implied that my representation of the in- 
dividual members of this committee in connection with their advisory duties 
was clandestine, that the Board and its duly constituted authorities were unaware 
of it. His statements cannot be ignored. Their truth or falsity will be a matter 
of interest to the Secretary of Defense as well as to my clients. 

The Munitions Board had full knowledge of my activities on behalf of in 
dividual members of the committee from July 10, 1950, when I arrived in 
Washington and established contact with the Government chairman and his 
staff up to the date of my testimony on June 18. At no time did the Board as 
such or any official of the Board express to the industry chairman of the 
committee or to ne or to any member of the committee any intimation that 
my retainer or my functioning thereunder was improper or that it was un 
welcome. 

Mr. Zuckert, Air Force member of the Munitions Board is an experienced 
lawyer and a personal friend of mine. We were close associates in the Securities 
and Exchange Commission from 1938 to 1940. He was advised of my proposed 
retainer by Mr. Lynde in June of 1950. I called on him immediately after | 
reported for duty in July of 1950. He had the matter of the committee's a: 
tivities brought up for discussion in the Munitions Board meeting of July 13. 
1950. 

Mr. Koehler and Mr. Alexander, Navy and Army members of the Board, were 
personally advised by Mr. Hensel in September of 1950. 

From early September to mid-November of last year the Munitions Board 
was without a Chairman. After Mr. Small became Chairman, Mr. Hensel and 
I called on him on December 20, 1950. We explained the task the committee 
had been assigned and of the difficulties involved in functioning effective!) 
Mr. Hensel advised him that the members of the committee were willing to 
continue only if they could be effectively utilized by the Munitions Board: that 
if this was not practicable or if it was not desired, the fair thing to do was to 
let the committee file a report and dissolve. This was pursuant to the conclu 
sions reached by the members of the committee in September of 1950. 

Mr. Small was cordial and assured us of his interest in, and of his desire to 
make use of, the committee to the fullest possible extent. He even agreed tv 
chair its meetings. Mr. Hensel told him of my retainer on a full time basis by 
certain members of the committee and that I was available at all times to 
facilitate the liaison between Mr. Small and the members of the committce 
represented by me. Both Mr. Hensel and I reported our conference with Mr 
Small in full detail to the members of the committee. 

For several days after this meeting I kept myself available in connection with 
certain requests Mr. Small had made. 














nh that 


nle. 
Pin on 
1 some 


SaV in 
of the 
Huony 


n Mr 
» that 


right 


‘Thed, 
CKETT, 


Tibed 


STUDY OF MONOPOLY POWER 463 


On December 30, 1950, Mr. Small went before the Munitions Board to have 
my security status confirmed. 

Shortly thereafter Mr. Small became engrossed in the reorganization of the 
staff of the Board which apparently left him little time for or interest in the 
committee. Mr. Lynde, Government chairman of the committee, was unable 
to gain access to Mr. Small. When Mr. H. K. Clark assumed his duties with the 
Board as Executive Vice Chairman, top level liaison was reestablished with him: 
first by Mr. Hensel, then by myself, and finally by Mr. F. C. Crawford, industry 
chairman, 

On May 12, 1950, Mr. Crawford and I met with Mr. Clark and advised him of 
the committee’s proposal to file its report to the Board as provided by Munitions 
Board Order No. 33 under which it was created, and wind up. This was in line 
with a previous conference between Mr. Crawford and myself held on March 12, 
1950, with Mr. Felix Larkin, General Counsel to the Defense Department. At 
the meeting of May 12 the substance of the report to be filed was discussed. 
Mr. Clark was thereafter kept advised of progress. 

On June 11, 1951, Mr. Clark phoned me that this hearing was slated for 
June 12. I asked him whether the Board desired me to testify and agreed to 
“stand by” in the event mny testimony was desired either by the Board or the 
committee. On June 14 after my prehearing conference with counsel to the 
Monopoly Subcommittee and his staff, he suggested that I advise Mr. Small 
that I would testfy with respect to the matter regarding my retainer elicited 
in the course of his testimony on June 12. I phoned Mr. Small who referred my 
enll to Mr. Clark. 

On June 16 I discussed my forthcoming appearance before this commitiee 
with Mr. Larkin, general counsel to the Defense Department. On my way 
down from Mr. Larkin’s office I met Mr. Small and we walked together to 
Mr. Clark’s office which adjoins his own. 1 told him of my forthcoming testi- 
mony and that I had come over to discuss it with Mr. Clark. My conference 
with Mr. Clark lasted over an hour. As I left he entered Mr. Small’s office to 
report our discussion, 

Unfortunately Mr. Small did not ask Mr. Clark to testify or to appear at the 
hearing before this committee on June 1s, 

Mr. Scanlon, when he made his statements, did not have and was not in a 
position to have any personal knowledge of all of the foregoing. On June 19, 
1951, I called Mr. Clark and suggested that Scanlon'’s testimony be expunged 
from the record or at least corrected. It is hoped that Chairman Small will 
promptly initiate the requisite remedial action. 

Vv 

Chairman Celler has raised objection to the fact that the individual mem 
bers of the committee functioned by correspondence; that the committee should 
have acted formally and collectively (record, p. 425). He is right. However, the 
correspondence technique between the Government chairman and the individual 
members of the committee was established by the original Government chairman 
of the committee at its first meeting (see minutes of first meeting of committee, 
and religiously maintained by his successor until shortly prior to his resignation 
as Government chairman on April 30, 1951. 

it is to be noted that at their informal meeting of September 25, 1950 the in- 
dividual members of the committee went on record against the waste of their 

me resulting from this method of functioning. However the Government 
chairman preferred to maintain his informal method of operations, 

Chairman Celler seems to suspect that by representing a numerical majority 
of the committee I represented the committee as a whole in functioning collec- 
tively. Under the limitations on my representation established by the Board’s 
etter of July 6, 1950 coupled with the individual correspondence technique em- 
ployed by the Board, collective action—direct or indirect—or as he says, by 
“subterfuge” wouid have been and was in fact impossible. 

Iiven if the Board had specifically authorized my representation of the full 
committee the same result would have ensued. The men on the committee are 
powerful personalities. They are not accustomed to having others state their 
views with respect to complex matters within their own specialized fields of 
industrial or Government experience. Furthermore I did not represent Mr. 
Douglas (aireraft), Mr. Curtice (ordnance, automotive equipment, ete.), Mr. 
Tangeman (machine tools) and Mr. Rockwell (heavy equipment) (Ree... p 

117). IT never discussed any committee problem with them or any of them. 1 
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was nnaware of their views on such problems except to the extent to which (ivy 
are a matter of record in the Munitions Board. The same is true of the ; 
dustrial members of the committee such as Messrs. Hancock, Hensel, Marbury 
and Isham. The three of them are friends and former Government Colleague. 
I had no authority to speak in their behalf; never did so at any time. 

Chairman Celler pays me an unintended compliment when he implies ¢) | 
accomplished the impossible. 

The committee was supposed to initiate recommendations (see minut: f 
the first meeting of the committee October 12, 1950, p. 3. This original man 
was reaffirmed by the Board in its official Progress Report, Military Contractor 
Relationship Program dated November 20, 1950, and submitted to the Chairman 
of the Board shortly after he assumed his post. It states in its concluding 
article VI, at page 18: 

“* * * The Industry Advisory Committee on Military Contractor Ri 
tionship is composed of a remarkable membership, whose standing in the } 
ness world fully qualifies them to speak for American productive capacity. / 7 
fective functioning of such a committee require, first, thet the committe 
tinue to initiate actions designed to improre the military-contractor relati: 
ship, in any of its aspects, and second that other offices of the Department « 
Defense also use the Office of Contractor Relations as a channel for submitting 
proposed decisions and actions to the industry advisory committee for advici 
and comment * * *.” [Italies supplied.] 

Pursuant to its initiative responsibility the members of the committee rep 
resented by me have requested me to prepare, in consultation with then 
draft report based on their views with respect to the problems referred to th: 
committee by the Board. 

Such a report originally was to be prepared by the (now defunct) joint (Arm) 
Navy-Air) Committee on Military Contractor Relationship (MB Order No. 2%) 
in connection with the Industry Advisory Committee. The Government Chai: 
man of the Industry Advisory Committee resigned in April ef 1951, at which 
time the Munitions Board staff assigned to both committees was dispersed 
There remained the obligation of the Industry Advisory Committee to make re 
ommendations to the Board on the basic matters referred to it. 

The report is now in the process of final drafting. It is in striet conformit 
with the project formally assigned to the Committee by the Munitions Boar: 
(Rec., p. 485). Pertinent records and correspondence are voluminous and cannot 
be attached to this statement without unduly encummbering the record. Ass: 
ciate counsel for the Monopoly Subcommittee has examined them. They are at 
all times available to the committee on request, 

The final draft will represent the individual considered views of the menuily 
of the committee represented by me. 

This is the doenment due for submission to the Chairman of the Munitions 
Board on June 30, 1951. 

VI 

Certain questions addressed to me in the course of my testimony by obvious 
implication tender the issne of good faith, public purpose, and integrity. The) 
involve the members of the committee, the companies who retained me in the 
behalf and my own activities pursuant to such retainers. The following ¢ 
cerpts from the testimony are illustrative and significant. 

I quote from the record: 

“Mr. GoutpstTers. All right. Js it fair to say that the members of the commi! 
tee almost entirely represent either directly or indirectly, the same segment 
society, namely the large industrialists? 

“Mr. Pancen. Counsel, [ don’t know what vou would call the ‘same segme! 
of society. They represent people who are stockholders and that may be an) 
body under our form of society. 

“Mr. GoLpsTein. Let's vet down to specifies. Ontside of one so-called sma 
business man, Mr. West, of the committee, and the three members, two of whe: 
are attorneys and one of whom is in the banking business, plus Mr. Haneock, o 
of that group they all represent presidents, vice presidents, and chairmen 
boards of the largest corporations in the country. 

“Mr. Panven. T would say you have a group of companies here which rang 
from the giant eatecory through larce to medium with West being small 

“The CHAIRMAN. Your compensation was paid by those who had contracts wit! 
the Government for procurement, 
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“Mr. Panven. I cannot say that as a matter of fact. 

“The CHAIRMAN. Lehman Bros. have no contract with the Goveriment and 
the bank would not have any. 

Mr. Panucu. 1 think that is an unfair inference, Mr. Chairman. 

“The CHAIRMAN. Why? 

“Mr. GotpsterN. I might say that the record is clear that the directive under 
which the committee was set up required either that the personnel of the com- 

ttee be made up of persons having had contract relationship with the Govern 
aaant or having had procurement experience. Mr. Hensel, Mr. Isham, Mr. Han 
cock and Mr. Marbury all had during World War II some procurement experi 
ence. 

‘The CHAIRMAN. So my question is a fair one, namely that all the others, in 
addition to those mentioned who are lawyers or bankers, actually bad contracts 

procurement from the Government, 

Mr. Panven. Mr. Chairman, my point is that I dont know. A let of them 

\Ir. breyson. Have you seen this list of the hundred top companies? 

‘ir. Panuen. I think I have some time or other. 

“The CHargMan. Well 6 or 7 of them are mentioned among those 100. 

Mr. Panucn. Is that so* 

\ir. GOLDSTEIN. Now sir, did the work which you performed for your clients 

nd the committee involve items such as profit Controls, renegotiation, excess pro 
tits, all of which were of great importance to your clients in their private capac 

“Mr. Panucn. I think matters like profit controls, procurement, and taxation, 
all of which have to do with incentive to efficient production and the elimina- 
tion of waste from the war effort are of great importance to everybody in the 
country, particularly to the consumer. 

~The Cy aigMan. Including your clients? 

“Mr. PanucH. Including my clients (Ree., p. 448). 

% * * a . oa . 

“Mr. Gotpsrremn, Now, sir: do you think in view of the facts which we have dis- 
ussed, particulariy the fact that many activities of the committee related to 
mnatters either directly or indirectly which would affect them, such as pricing 
and so forth, in view of these facts do you think any inferences should properly 
be drawn that the members of the committee retaining you were not exclusively 
acting in the public interest ? 

“Mr. Panvcen. T think that kind of inference would be totally unjustitied and 
alinost unconscionable (Ree. p. 449)." 

here is not a shred of evidence in the record to support the obvious implica 
tions of the foregoing line of questioning. What is more important, they have 

o basis in fact 

The nembers of the Industry Advisory Committee on Military Contractor Rela 
tiouship were selected by the Munitions Board with great care over a period of 
several months. Each was urged to accept as a public service. Mr. Schneider, 
the first Government Chairman of the Committee personally told me that he 
thought the Committee composed an almost ideal cross-section of the industry 
procurement experience, combined with Government “know-how” in the field of 
procurement policy and administration. He even indicated that the Committee 
Was equally divided as between Republicans and Democrats. 

In the excerpts from the testimony quoted above Committee counsel was fair 
ehouch to concede that Munitions Board Order No. 38 which established the 
Committee required that its industry members be composed of persons “having 
had contract relationships with the Government.” 

My retainers on behalf of individual members of the Committee took place 
not before but after the Munitions Board letter of July 6, 1950, prescribing the 
conditions of such retainer and in reliance thereon. Each retainer specifically 
provided that it was exclusively for a public purpose, thus: 

This will contirm the arrangements whereunder you are retained effective 
luly 1, 1950, as Special Counsel for this company on a month-to-month basis at 
the rate of $250 per month, for the purpose of assisting and consulting with our 
ur (name and corporate title of committee member) in connection with his 
sponsibilities and activities as a member of the Munitions Board Industry 
idrisory Committee on Military Contractor Relationship.” (Ree., p. 423) ‘italics 
nine.) 

The retainer of Mr. M. J. Rathbone was not a corporate retainer. Mr. Rath 
hone retained me personally on September 20, 1950, effective July 1, 1950, as 
follows: 
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“This will confirm arrangements whereunder you are retained effective July 1. 
1950, as special counsel for the undersigned on a month-to-month basis at the 
rate of $250 per month, for the purpose of assisting and consulting with me jp 
connection with my responsibilities and activities as a member of the Munitions 
Board Industry Advisory Committee on Military Contractor Relationship.” 

The letter was signed by Mr. Rathbone individually on his personal stationery 
and payments to me thereunder have been made by Mr. Rathbone’s persona| 
check. 

Every action taken by me and my clients, severally under such retainers was 
at all times exclusively in the public interest and solely in the furtherance of the 
advisory obligations of the members of the Committee on whose behalf I was 
retained. 

When I say “clients,” I mean each member of the Committee represented by 
me, his company, its officers, directors and employees as well as the officers, 
directors or employees of any subsidiary or affiliated company. With this 
definition in mind: 

(1) I never discussed with my clients and none of them ever discussed with 
me any contract or other matter which they or any of them had or expected to 
have pending with the Government in which they had a corporate or individual 
pecuniary interest, present or prospective. 

(2) I never discussed any such matter directly or indirectly with any official 
or employee of the Federal Government nor with any officer or employee of any 
of the military departments, their bureaus, technical services, service Commands 
etc. I never discussed the procurement status existing or prospective of my 
clients of any of them with any such officials, officers, and employees. 

(3) I never discussed with any Member of Congress and never appeared before 
any committee of Congress with respect to the matters referred to in (1) and 
(2) above. I never discussed with any Member of Congress any pending or 
prospective legislation or any existing legislation which could have or did have, 
an effect upon my clients adverse or otherwise. I never appeared before any 
committee of Congress with respect to any of the matters referred to in (1), (2) 
and this subsection (3) or anything else. 

(4) I never acted for or on behalf of any of my clients directly or indirectly 
as counsel or otherwise with respect to any of their corporate matters or interests 
in any capacity anywhere. 

(5) My contacts and dealings with the agencies of the Federal Government 
and the military departments were confined to the furtherance of the advisory 
obligation of my clients and the problems involved in the mission assigned to them 
by the Munitions Board. Such contacts, discussions and dealings were invariably 
had on my full explanation that I was not acting for the Committee on Military 
Contractor relationship but that I represented some of its members in an indi 
vidual committee capacity. 

(6) From July 1, 1950, to the present date my time was devoted exclusively 
to the representation of the members of the committee on whose behalf L was 
retained in connection with their advisory duties to the Munitions Board. 

The record incomplete as it is supports every statement I have made wnder 
this part VI and there is not a shred of evidence in the record to cast doubt on 
any such statements. Nevertheless the public purpose of this committee and |) 
indirection the good faith and integrity of the managerial sezment of Ame: 
society is impugned by innuendo and insinuation. 


CONCLUSION 


I submit that my testimony both oral and as herein set forth together wil 
the entire record and exhibits before this committee conclusively establishes 

1. The good faith, public purpose and integrity of the members of the 
Industry Advisory Committee on Military Contractor Relationship and ot! 
the companies who retained me to assist certain members in the performance 
of their advisory obligations to the Munitions Board. 

2. Extraordinary diligence on the part of such members in the performance 
of their advisory obligations under chaotic administrative conditions ; that 
the actions of such members were at all times in meticulous compliance wi 
the recorded directives, instructions and desires of the Munitions Board 
its duly constituted authorities on which they relied—and were entitled 
to rely. 

That my representation of individual members of the committee 
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and in the public interest; that ny actions were at all times in strict com- 
pliance with the spirit and the letter of conditions established by the Board 
with respect to my retainer; that I acted at all times with the high degree 
of competence, fidelity, propriety, and energy which the public character 
of the mission required. 

This committee is no “run of the mine” commodity or industry outfit. It was 
selected by the Munitions Board with great care. The minutes of its first meet- 
ng show that it was ushered in with pomp and circumstance by the Secretary 
of Defense complete with top brass and urged to use its initiative in recom- 
mending: “the best possible combination of procurement methods and profit 
ontrol measures for use by the armed services in peace, mobilization, war and 
reconversion,”’ 

Two years later when individual members of the committee are about to file 
a modest report indicating a few indispensable first steps in the way of a partial 
solution of the problem assigned to the committee, minor officials of the Muni- 
tions Board are permitted to testify that such report is no longer desired, while 
the responsible oflicials of the Board offer the startling testimony that the prob- 
lems involved have been solved by he armed services procurement regulation 
and by the passage of the Renegotiation Act of 1951. 

Mayhem to the psyche such as this is an occupational risk which industrialists 
who venture to advise our Government must be prepared to accept. However, 
they should not have their good faith and integrity unjustly or even wantonly 
challenged. 

| have spent 11 years in the service of my Government in key positions of 
major responsibility. I believe [ am qualified to testify as to its problems and 
on the necessity for and the ethics of public service privately rendered. 

In a period of mobilization and of unprecedented strain on our economy, the 
utmost efficiency in production is a paramount national objective. It cannot 
be achieved without Government-industry cooperation based on mutual trust 
and confidence. Such a relationship cannot be developed if industry's honest 
efforts are suspect and if class warfare is declared against the managerial 
segment of our society. 

The members of the Industry Advisory Committee on Military Contractor Re- 
lationship and the companies with which they are affiliated have loyally and 
earnestly attempted to extend requested assistance of vital interest to the re- 
armament effort. They have had their good faith and public purpose challenged ; 
their integrity impugned; their motives maligned. 

The chairman of this subcommittee in announcing its program during the 
mobilization period declared on August 10, 1950: 

“The subcommittee has pledged itself to avoid sensationalism and unsubstan- 

tiated charges of any kind and has emphasized its purpose to adhere only to 
facts.” 
I respectfully submit @hat the subcommittee has an opportunity and indeed, a 
moral obligation to redeem that pledge with respect to the members of the 
Munitions Board Industry Advisory Committee on Military Contractor Rela- 
tionship, the Companies with which they are affiliated, and myself. 


—_—--—— 


DEPARTMENT OF DEFENSE, 
MUNITIONS Boarp, 
Washington 25, D. C., April 18, 1950. 
Memorandum For All Employees. 
Subject: Functions of Munitions Board Adviser on Contractor Relations. 

1. This is to announce for the information of all employees of the Munitions 
Board, the recent appointment within the Office of the Chairman of the Board 
of Mr. Cornelius Lynde as adviser on contractor relations and to explain the 
functions and duties of this position and its relation to other staff elements of 
the Board. 

_2. The adviser on contractor relations reports to the Chairman of the Muni- 
tions Board and will be responsible for developing, advising upon, and recom- 
mending policies and measures designed to improve the business relationship 
in times of peace and war between the military services and their contractors 
in relation to purchase and production matters. The adviser also serves as 
Munitions Board member and Chairman of the Joint Committee on Military- 
Contractor Relationship, and as Government Chairman of the Industry Advisory 
Committee on Military-Contractor Relationship. It is requested that all staff 
elements of the Munitions Board engaged in activities or dealing with problems 
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involving contractor relations maintain close liaison with Mr. Lynde so 
keep him informed of all developments wherein his advice may be useful and 
in order that he may properly discharge his responsibilities. Particular refy | 
ence is made in this connection to matters of a policy nature involving «.; 
plaints, comments, or suggestions from industry on programs affecting Contractor 
relations. The adviser on contractor relations will likewise maintain cl. 
liaison with and keep interested Munitions Board staff elements currerr|y 
informed of his activities; this applies in particular to the Director for Military 
Supply and staff. On many matters Mr. Lynde will have oceasion to channe| 
eertain of his activities administratively through the Director for Military 
Supply. 

3. The major current activity of the adviser on contractor relations js the 
direction of a long-range study project on procurement pricing and profit p 
cies, under the supervision of the Joint Committee on Military-Contractor Rel, 
tionship. This project involves a comprehensive review and appraisal of past 
and present pricing and profit policies and methods with a view to recom 
mending and developing the best possible combination of such methods or 
policies for use by the armed services in peace and war, and to seek to improve 
their implementation and continued coordination. The study will involv 
review of the effect and efficiency of the Armed Services Procurement Act of 
1947, the Vinson-Trammel Act, and the Renegotiation Act of 1948.) In the 
conduct of this study, Mr. Lynde will have occasion to call upon various staf 
elements of the Board, in addition to the three Departments and outside sources, 
for assistance and advice. It is requested that full cooperation be extended so 
as to insure timely completion of the study. 

4. The present staff of the adviser on contractor relations is as follows: 
ull time: 

Mr. Carl R. Ferderer, assistant 

Dr. Thomas B. Worsley, consultant 

Mrs. M. L. Sellers, secretary 

Miss ©. E. Martin, secretary 

Mrs. L. E. Sanderson, secretary 
Part time: 

Mr. Harry E. Howell, consultant 

Mr. Norman C. Perkins, consultant 

5. Mr. Lynde’s office and staff is presently located in Room 3D-768, teleplhoue 
extension 72480. 

PATRICK W. TIMBERLAKE, 
Vajor General, United States Air Force 
Director of the Sta 





EXHIBIT NO. 57 


Muenirions Boorp 
Washington, D. C., July 19, 1 
Hion. EMANUFL CELLER, 
Chairman, Subcommittee on Study of Vonopoly Poicer. 
Committee on the Judiciary, House of Representatives. 

DEAR MR. CELLER: Reference is made to your letter of July 2, 1951, with w 
vou enclose a statement of Mr. J. Anthony Panuch supplementing his testi: 
before the committee on June 18, 1951. 

I assumed the chairmanship of the Munitions Board on November 16, 150 
A reference to my calendar shows that I had an appointment with Mr. H. St: 
Hensel on December 20, 1950. Mr. J. Anthony Panuch had brief appointn 
on December 22, 23, and 28. I made no memorandums of our conversations, and 
according to my recollection and our records no memorandums passed. My re 
lection is that I discussed with Mr. Hensel the Board problems confronting 
the need for finding able personnel from industry to staff the Beard, parti: 
larly in the lower echelons, the little recent use that had been made of the om 
mittee, and the possibility that it might help me in locating such personne! \ 
were experienced and skilled in the computation of requirements and in 
controlled-materials plan. I advised Mr. Hensel and Mr. Panuch that I wou 
welcome recommendations from them regarding able personnel who would be 
Willing to serve the Government during the present emergency. My recol! 
tion also is that the brief appointments with Mr. Panuch on December 22 
and 2S had to do only with the latter point. 
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committee 





In his statement Mr. Panuch points out that the final report of the 
was in process of preparation during the fall of 1950 and the first half of 1951. 
This is the fact and it was known to us, although I am advised that the staff 

of the Munitions Board did not participate in the preparation of the report. 
. Sincerely yours, 
J. D. SMALL, Chairman. 
The committee will now stand adjourned and meet tomorrow morn- 
ing at 10 o’clock. 
(Whereupon, at 5 p. m., the subcommittee adjourned, to reconvene 


on Tuesday, June 19, 1951, at 10 a. m.) 
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TUESDAY, JUNE 19, 1951 


House or Representatives, 
SPECIAL SUBCOMMITTEE ON THE Stupy Or Monopory 
Power OF THE COMMITTEE ON THE .J UDICIARY, 
Washington, Dd, C. 
Che special subcommittee met, pursuant to adjournment, at 10 a. m., 
n room 346, Old House Office Building, Hon. Emanuel Celler 
presiding. 

Present: Representatives Celler (chairman), Bryson, Wilson, 
Willis, MeCulloch, Hillings, Lane, and Rodino, 

Also present: E. Ernest Goldstein, general counsel to the subcom- 
mittee; John Paul Stevens, associate counsel, representing the 
minority; Jerrold Walden, assistant counsel; John F. Woog, assistant 
counsel; and Eileen R. Browne, clerk. 

The CuatrmMan. The subcommittee will come to order. 

Mr. Earl W. Glen, formerly head of the Rubber Division of the 
National Production Authority, is present this morning. Mr. Glen, 
we will be glad to have your testimony this morning. You will be 
sworn. 

(Whereupon Mr. Glen was duly sworn.) 


TESTIMONY OF EARL W. GLEN, CONSULTANT, DEPARTMENT OF 
AGRICULTURE, ON RUBBER 


The Craman. Will you please state your name and identify your 
position for the record. 

Mr. Gruen. My name is Earl W. Glen. I reside at 407 Fairfax 
Road, Bethesda, Md. I am an ex-Rubber Director, now consultant 
tothe Department of Agriculture on rubber. 

The Cuatmman. When were you with the National Production 
\uthority ? 

Mr. Guen. I was with the NPA from its institution in September 
1950 until approximately the middle of January 1951. 

The Cuatrman. And then you went to the Department of Agri- 
culture. 

Mr. Guen. There was an intervening period in which I was ill and 
subsequently went to the Department of Agriculture. 

The Cuamman. And prior to 1950, when you went with the Na- 
tional Production Authority, what were your assignments then ? 

Mr. Gren. Starting with December 1945, I came into government 
is Assistant Administrator in charge of technical operations of the 
Rubber Bureau. 

The Cuatrman. In what department? 
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Mr. Gren. In the Civilian Production Administration, which was q 
successor to the War Production Board. I subsequently carrie 
as Assistant Director to the Rubber Bureau under the Office of Th) 
porary Controls. Subsequently, I was the same in the Office of My 
terials Distribution and during that period succeeded the Dirccto; 
of the Rubber Division in the Office of Materials Distribution |); ,) 
proximately December of 1947. During the subsequent period h 
tinal elimination of the Office of Materials Distribution I became (|) ef 
of the Rubber Division of the Office of Domestic Commerce | 
OMD was brought into the Department of Commerce officially and 

carried on as such, or in certain internal reorganizations as A 
Chief until the advent of NPA, when I became Acting Director 
Rubber Division of NPA. 

Mr. Watpen. Mr. Glen, are you here under subpena / 

Mr. Gien. Yes, sir. 

Mr. Waupen. Before holding office in 1945, were you engag: 
private industry / 

Mr. Gren. For 17 years I was an employee of the Goodyear Tire & 
Rubber Co. 

Mr. bf ALDEN. Is that one of the Big Four? 

Mr. Guien. Yes. 

Mr. Waren. Would you name the Big Four tire and rubber 
companies ¢ 

Mr. Gren. Goodyear Tire & Rubber Co., Firestone Tire & Rubber 
Co., United States Rubber Co., and B. F. Goodrich Co. 

Mr. Stevens. What was your position with the Goodyear Co. before 
you left ? 

Mr. Gren. As a development department employee in charge of 
fabric design after many vears of experience in charge of truck-tire 
design and passenger-tire design. 

Mr. Wavtpen. The positi ons you held in the Government, di 
all deal with rubber or have something to do with rubber / 

Mr. Gren. Yes, and since then continuously with the administ: 
tion of the synthetic-rubber controls, which were the only remaining 
wartime controls in the past World War IT period. 

Mr. WaLpen. So Government control on rubber was never removed 
after the Sec ond World War? 

Mr. Gren. That is correct. 

Mr. Wavpex. Would you state briefly the type and nature of this 
control ? 

Mr. Guien. If I might, before we pass on to that, I might state I 
had some previous Government experience before this period of =) 
thetic-rubber controls. In fact, during the period between December 
1944 and September 1945 I was overseas as an expert consultant 1 
combat zone location with the Ordnance Department for the purnose 
of investigating German synthetic-rubber industry and performance 
of rubber products on ordnance vehicles. 

Mr. Warpen. Would you explain briefly the nature of Government 
controls over the industry / 

Mr. Gren. First, under Public Law 24, which was under the Seco! 
War Powers Act then in effect, the policy of maintaining a minim 
synthetic-rubber industry was declared by the Congress of the Uni 
States. It was my obligation to maintain these minimums of sy nthe 
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rubber in the United States and to sustain a minimum synthetic-rub- 
ber industry so as to stimulate technological advancement and main- 
tain the 1 ‘apid expandibility necessary in the event of a future emer- 
gency. 

| take considerable pride in having held together the minimum 
<ynthetic-rubber industry that has now grown up and proved to be 
so beneficial to us in the United States through the maintenance of 
-pecification controls for tires which made it necessary that those of 
the rubber industry who manufactured tires maintain a certain mini- 
mum of synthetic rubber in tires and other transportation items 
Sper tied —— 

“Mr. Wacpen. In administering this program, did you have recourse 
in industry-advisory committee ¢ 

Mr. Gruen. Continuously, and that committee was one and the 
ame as the War Production Board had had down to the period when 
we became a part of the National Production Authority. 

Mr. Watpen. Was that committee representative of the entire in- 
dustry ¢ 

Mr. Guex. It was representative to a major extent, though in the 
later days I considered that a better balance would be secured if 
more small companies were incorporated and if the representation in- 
cluded its members. 

Mr. Srevens. Did the statute under which you operated specifi- 
cally authorize the use of an advisory committee, if you happen to 
know, or was it merely the custom to use an industry advisory com- 
mittee / 

Mr. Guen. It was the custom to use industry advisory committees, 
and I believe it was the intent of the laws under which we operated 
that we use industry advisory committees. 

Mr. Stevens. Do you happen to remember how large the committee 
was ¢ 

Mr. Guen. Between 15 and 20 members. 

Mr. Srevens. And do you remember who appointed the committee ? 

Mr. Gruen. That was appointed originally before my entrance into 
the picture, and I simply continued that committee throughout my 
administration. 

Mr. Srevens. And when you felt it required additional representa- 
tion for the smaller companies, did you 

Mr. Guen. I made the recommendations on the appointments. My 
boss in fact confirmed that recommendation and sent out the invi- 
tations, 

Mr. Stevens. Who was your boss then? 

Mr. Guen. First, of course, Secretary Sawyer of the Department 
of Commerce, then Mr. H. B. McCoy, and during Mr. H. B. MeCoy’s 
term as Director of the Office of Industry and cena, and then 
subseque ntly General Harrison, Administrator of the National Pro- 
duction Authority. 

Mr. Srevens. And when you felt additional representation for the 
smaller companies should be given, they were, in fact, added pursuant 
'o your recommendation ? 

Mr. Guen. Yes. 

_ Mr. Warner. When the war in Korea broke out what agency was 
1 control of the synthetic-rubber program ? 
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Mr. Giex. The Department of Commerce was the principal agency 
concerned with the execution of the control features of the succeed: y 
rubber laws such as Public Law 24, Public Law 469, and Publi: 
Law 575, which extended Public Law 469 until 1952, so that rubber 
has, as a background, both the Defense Production Act of 1950 and 
Public Law 575 extending Public Law 469 until June 30, 1952. 

Mr. Waupen. Under Public Law 469, were you directly in charge 
of handling the program ¢ 

Mr. Gien. That is right; subject to the direction of Mr. McCoy, 
my superior, in the Office of ‘Industry and Commerce. 

"Mr. Goupsrei. Is that Mr. Horace B. McCoy, presently of the 
National Production Authority ? 

Mr. Guen. That is correct. 

Mr. Wavpoen. In August 1950 do you know if any members of the 
rubber industry met with the Secretary of Commerce ? 

Mr. Guen. Only by rumor. I was not notified of any such meeting 
and was not invited to participate. I simply heard that the industry 
after meetings on their own had certain recommendations that they 
would like to present in regard to the problem that was of concern 
to all of us, and that was done. That was that the record levels of 
1ubber consumption engaged in by the industry and some corrective 
measures were needed to satisfactorily implement the stockpiling of 
natural rubber which the industry was competing with. 

Mr. McCunzocu. Up to that time had all the synthetic plants been 
reactivated / 

Mr. Guen. No, sir; the synthetic-rubber plants in stand-by were 
in process of being put into reactivation but the reactivation of the 
plants did not take place until subsequently—some months later. The 
tes a tion of synthetic rubber in January 1950, presumably because 
the orders for the stock from the industry were not great, fell 
approximately 18,000 tons of general-purpose synthetic rubber per 
month. 

That did not mean that the capacity of the existing plants was not 
greater than that. It was simply a minimum efficient rate of opera- 
tion, and I doubt whether it was quite that at that time. It was a level 
established by the Office of Rubber Reserve that would hold in opera- 
tion about six of these copolymer plants. 

They (ORR) are to be everlastingly thanked for holding them or 
that basis because they could have increased the effic ‘lene v by shutti 
down one of these six plants and spreading the production over the ° 
remaining plants. 

The ability to expand the production from 18,000 in January to 
32,000 tons in Jaime of 1950 is a remarkable achievement within th 
framework of the existing copolymer facilities, but it soon became 
obvious that the industry’s demands for synthetic rubber were 
creasing beyond that by leaps and bounds. Subsequently, a decision 
was made on an over-all Government basis to activate the remain 


ing synthetic-rubber plants; and the effective reactivation did not 
take place ig We the month of November we got more acatbat' ic 
rubber and in December still more, but there were interruptions in 


the reactiv tion schedule. 
It was not until the first quarter of 1951 that we began to show the 
benefit of these plants that were put in stand-by as a result of the 
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y dictates of Congress so as to facilitate placing the remaining plants 
‘s in readiness for any future emergency. 
~ Mr. McCunzocu. There had been recommendations in before Janu 
er ary 1951 that the production of synthetic plants be increased, as I 
d recall, by Mr. Collyer and Mr. Woodworth. 
Mr. Guex. I do not recall that was before January 1950. It would 
“8 be a paradox to argue that when the inventory of Rubber Reserve 
was in excess of 50.000 tons that there was justification for produc- 
, ne for a level in excess of 18.000 tons in January. T believe it was 
all after that. 
. Mr. McCuns.ociu. Do you know when Mr. Collyer did recommend a 


reactivation of part of those plants or the inereased plants ¢ 
Mr. Guex. As I reeall it, it was during the first quarter of 1950, 


’ Mr. McCunstocn. Before the Korean War? 
Mr. Gien. Yes. 
7 Mr. McCuntocu. Do you know why his recommendations were not 
) promptly followed ? 
) Mr. Giex. The question of supply and demand was the principal 
question and the question whether the inventory that was in the hands 
of Government and the inventory in the hands of industry would be 
¢ adequate to cover the temporary supply problem or whether the mil- 
lions of dollars it would cost to activate additional synthetic-rubber 
facilities would be justified. 
Mr. MceCutLocn. And that decision was made by the Government ‘ 
Mr. Gurx. And the decision was made by the Government, 
4 Mr. McCunsocnu. 1 mean the decision, not the recommendation. 
Mr. Guex. It was not a positive decision. It was a decision that 
required considered study and the question of when to make the de 


cision Was the important one, not the question whether it should 
be made. 

Mr. McCut.vocn. Or whatever decision or lack of decision / 

Mr. Guen. It was the Government’s responsibility. 

Mr. MeCuniocn. It was the Government’s action / 

Mr. Guen. It was the Government’s responsibility and the Govern- 
ment’s money that was being spent and their responsibility to deter- 
mine whether they were turning a spigot on and off for industry 
economic purposes or whether there was a real national security need 
for increased production, and subsequent events in Korea made the 
need very evident. 

Mr. Watpex. Mr. Glen, returning to the fact that meetings had been 
held between the Secretary of Commerce and representatives of indus- 
iry, Were you subsequently informed that the members of the rubber 
industry had drawn up a proposed program for the allocation of 
rubber? 

Mr. Guex. T was subsequently informed and given a copy of a docu- 
ent presented by the representatives of the industry to, I believe, 
Mr. Sawyer and subsequently to Mr. MeCoy and asked to reduce that 
document down to language in terms of an official order, to implement 
the suggested program. 

Mr. Warpen. Well, I will come to the order and documents in a 
moment, But is it your understanding that this document you men- 
tion was drawn up by a group of rubber industry representatives / 

Mr. Guen. That is as I understand it. 
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Mr. Wauven. Do you know if, at a meeting of these representat iyo: 
there was any Government representative present ? 

Mr. Guien. Not to my knowledge and I certainly was not invited 
to appear. 

Mr. Srevens. Didn’t you say they met with the Secretary of 
Commerce ? 

Mr. Gien. They subsequently presented the conclusions of their 
meetings to the Secretary of Commerce and it was then in the form 
of a document and they made the presentation of that document. 

Mr. Srevens. Did you, in August 1950—the meeting in August 1950 
is the meeting at which you understand these representatives of the 
industry gave this document to the Secretary of Commerce ? 

Mr. Gienx. August 1950. 

Mr. Srevens. Yes. And do you know the companies that were 
represented ¢ 

Mr. Guten. The companies quoted were the 19 companies. Not hay- 
ing been a participant in their meetings and never having been give 
a list of the companies, I do not know which companies did participat 
T do know that from the presentations that were made, that Mr. R. s. 
Wilson, vice president of the Goodyear Tire & Rubber Co. acted as 
spokesman in making a final presentation to the Government on their 
behalf. 

Mr. Stevens. And as far as you know he was speaking on behalf 
of all 19? 

Mr. Gien. Yes, and he had a relatively small group of supporters 
from the group of 19 delegated as a committee to make that report. 

Mr. Stevens. Yes. 

Mr. MeCuts.ocu. How many companies are engaged in making 
tires in the United States ¢ 

Mr. Gitex. Approximately 20 separate corporate entities. 

Mr. McCutiocn. And 19 were represented at those meetings / 
Mr. Guien. Not 19 tire companies. The companies who are co: 
suming rubber approximate 900; 19 of them were represented in thie 
group and I presume that care was taken to see that there was a fair 

cross section of that 900 companies in that meeting. 

Mr. Watpen. You do not know who was at that meeting? 

Mr. Gren. I do not know. 

Mr. Wavpen. Are you aware whether minutes of the meeting were 
kept ¢ 

Mr. Gruen. I have not seen any and I am not aware of any othe: 
than the final conclusions. 

Mr. Wavpen. When was the first time you became aware that these 
meetings were held and a program had been adopted ¢ 

Mr. Srevens. Do you mean adopted? Or recommended ¢ 

Mr. Watpen. Phrase it any way you want. 

Mr. Stevens. Well, I understood that is what the witness said. 
They proposed something and he was asked to put it in the form of 
an order. 

Mr. Gien. That is correct. 

Mr. Stevens. So it would not be technically correct to say that 
order was adopted prior to being referred to you 
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Mv. Gorpsrern. Did that group of 19 present a particular program 
for later adoption by the Department of Commerce ‘ . 

Mr. Guen. That is true. 

The CuarrMan. And as far as you know there was no Govermment 
oficial at that meeting ¢ 

Mr. Gen. I would prefer to state it this way—that I know of no 
Government official with rubber experience who was at that meeting. 
| do not know who else might have been there. As I said, Il was 
never a participant in the meetings ; and the first I heard of the act ual 
happenings was subsequent to their coming to the Department of Com- 
merce, so if anyone from Government did participate in those racet- 
ings I had no knowledge of it. 

Mr. Watpen. And being in charge of the rubber program, you 
would expect to be the Government participant in such a program ‘ 

Mr. Gren. I feel that after 5 years of unparalleled experience in 
Government controls, I could have helped in such discussions 

Vr. McCunsocn. You are very modest. 

Mr. Warpen. You said you were not present at this meeting but 
that the conclusions reached at the meeting were handed to you. Who 
asked you to draw up an order confirming the recommendations of 
this committee ¢ 

Mr. Gren. My superior, Mr. H. B. McCoy, of the Department of 
Commerce, gave me a copy of the document presented by the industry ; 
and I was asked to reduce that to legal language in conjunction with 
the legal staff of the Department that would stand up in a rubber 
order with the one modification that where the industry had asked for 
a maintenance of 100-percent level for the average of the base year the 
determination was still being worked on in Commerce as to whether 
we should permit 90 percent or 95 percent and that involved various 
agencies of the Government. That was subsequently resolved and 
when we put the rubber order through permitted consumption was to 
be a percentage of the monthly consumption average of the last fiscal 
year 1949 for each of the 4 months of 1950. 

The CuatrMan. They accepted the recommendation of that com- 
nittee. 

Mr. Guen. Practically speaking, ves. 

Mr. Wavpen. And the first time you saw this recommendation was 
when Mr. McCoy handed it to you? 

Mr. Gotpsrztn. And you had no choice? 

Mr. Gien. It had gone too far at that time for me—being in my 
position—for me to offer any suggestions other than reducing the 
actiial language to an order. 

Mr. Srevens. I am not clear as to what this order did. Perhaps 
you could restate what you did. 

Mr. Watpen. Mr. Glen, I show you a document entitled “Actions 
Necessary for National Security in Terms of Rubber,” which I offer 
for the record. I wish to ask you if this is the document which Mr. 
McCoy handed you and directed you to formulate an order in con- 
formity with it? : 

Mr. Guenx. As 1 know it, it is a copy of the exact document shown 
to me by Mr. Mc( ‘oy. 








47S STUDY OF MONOPOLY POWER 


(The document referred to, together with tables and the subse), 
order, follows :) 


ExHipit 58—-A 
ACTIONS NECESSARY FOR NATIONAL SecUrrITY IN TERMS OF RuBBER 
A. PRESENT POSITION OF RUBBER 


Record levels of output in the automobile, truck, farm tractor, and 
lines of business dependent for some of their component parts upon the rib 
manufacturing industry, coupled with high consumer incomes and spending 
have resulted during the first half of 1950 in record demands for rubber prod 
Since the outbreak of war in Korea on June 25, these demands have been g: 
accentuated by “scare” buying of all types of vehicles, electrical appliances, e+ 
that use rubber parts, as well as by direct abnorma! consumer buying of { 
mobile and truck tires. 

To meet such demands, average consumption of new rubber by United s 
manufacturers has exceeded a monthly average of 110,000 long tons f 
months of May, June, and July, levels never before attained. Only t! 
availability of materials and plant capacity limitations have prevented 
these record figures from being exceeded. 

Our country’s rubber supply is insufficient to maintain such operating ley 
World production of natural rubber has increased from 1,415,000 long tor 
1940 to an estimated level of 1,650,000 long tons in 1950; none of this increase 
has come to the United States. Imports of crude rubber into the United States 
of America totaled 812,000 long tons in 1940 against an estimated import of 
720,000 long tons in 1950. (World production and United States of Amer 
import estimates for 1950 have recently been increased to reflect production 
stimulated by the current tight market in natural rubber.) Thus all and 1 
of the increase of world natural-rubber output over the 1940 level is going t 
other nations, including enemy nations, to support much higher manufacturing 
levels there and to build their own strategie stockpiles. 

Government synthetic-rubber production, plus the limited private synthet 
output permitted by Government, is unfortunately not vet enough to fill the gap 
between current new-rubber demand and available natural-rubber suppl \t 
the urging of industry, steps have recently been taken to reactivate certain of 
the Government-owned synthetic-rubber facilities, but only nominal aid to 
eur rubber supply position in 1950 will result from this action, and that not 
until the end of the year. 

The effect of these factors has been to create an intolerable situatior 
most critical time from the national security standpoint. Crude rubber is un 
available to maintain existing levels of output, or to add to our national strategi 
stockpile. Urgent military orders for tires and other essential rubber products 
ure shortly to be placed, adding greatly to an already badly strained situatio 

Many component materials required in the manufacture of rubber products 
are also in a critical supply position. As in the case of rubber, the demand 
for certain of these has thus far been met only through depleting stocks in the 
hands of producers, dealers, and the rubber products manufacturers. Future 
usage will thereby be possible only to the extent of then current output whic! 
in certain cases, can only support lower levels of new rubber consumptio! 

A case in point is that of textiles, primarily tire rayon and cotton. The supply 
of such rayon has been short of even normal peacetime industry requirements. 
In consequence, the greatly increased demands of 1950 could be met only hy 
using cotton cord and fabrics, supplies of which are inadequate to meet the 
needs. Other materials such as carbon black, zine oxide, copper parts, titanium 
dioxide, and certain necessary oils are either in short supply, or will be as the 
war effort steps up. 

It is clear then that our national interest, from the standpoints of conserving 
essential materials, accelerating output for war needs, and furthering strategic 
stockpile accumulation, requires immediate cooperative action by Government 
and industry. 








B. GOVERNMENTAL ACTION SUGGESTED 


The Rubber Act of 1948, as amended and extended in 1950, empowers the 
President, through the Department of Commerce, to exercise certain types of 
coutrols over rubber which are adequate to deal with the immediate emergenc) 
It is suggested that the following program, which has broad support in 


the 
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rubber manufacturing industry, be instituted immediately. This program has 
been formulated by the national security policy committee of the rubber manu- 
facturing industry, composed of 19 independent companies, all of which are mem- 
bers of the Department of Commerce and Munitions Board advisory committees, 

1. Utilize as a method of limiting total new rubber usuge (natural plus all 
synthetics) the setting of a ceiling on each user’s consumption of total new 
rubber. This will most nearly approach uniformity of treatment of all users. 
” Establish as a base period the 12 months beginning July 1, 1949, and ending 
June 30, 1950. This should average out seasonal differences between users. 

3. Set as a consumption ceiling for each user 100 percent of his average 
monthly base period usage. This will reduce consumption to a level of approxi- 
mately 90,000 long tons a month. 

t. In the period from September 1 to December 31, 1950, each consumer of 
new rubber shall be permitted to use an amount of new rubber equal to four 
twelfths of the amount of new rubber which he used in the base period, except 
that: 

(a) To the extent that August 1950, total new rubber consumption ex 
ceeds 120 percent of each user’s average monthly total new rubber consumy 
tion during the base period, such excess shall be deducted from the final 
four months’ allowable new rubber consumption, or 

(b) To the extent that August 1950, consumption is less than 120 percent 
of euch user’s average monthly consumption during the base period, such 
deficiency shall be added to the final 4 months’ allowable new rubber con- 
sumption. 

In no 1 month, however, during the period from September 1 to December 31, 
1950, shall any consumer of new rubber use more than 28 percent of his total 
allowable consumption for the 4-month period. 

This will permit flexibility in downward adjustment of production schedules 
and will insure against the building of excessive in-process inventories prior 
to the effective date of controls. 

5. Permit consumption of natural rubber by each user only to the extent of 
the difference between his total allowable new rubber use as outlined in (4) 
above and the total of (a) the GR-S and butyl allocated to him under current 
Government procedures, plus (4) synthetics from other sources consumed by him 
This will insure that the total conservation will be reflected in critical natural! 
rubber. 

6. For the period of this control, permit usage of new rubber in excess of that 
allowed under the base period formula to the extent required by Government 
specifications for the filling of direct or indirect military orders. This will 
insure active bidding and prompt preduction and delivery of products for mili 
tary use. 

7. Permit users to appeal and obtain equitable adjustments to offset hardships 
resulting from such things as strikes, work stoppages, unduly depressed industry 
levels, and special military, industrial, and civilian requirements problem 

The limitation program outlined above permits quick and effective action 
It conserves rubber by reducing total new rubber usage 20,000 tons a month 
from current rates, or 18.2 percent. It forees the total conservation to be re 
flected in natural rubber, with natural rubber consumption reduced, 36.5 percent 
below recent levels and 30.8 percent below estimated available United States 
of America natural rubber supplies during the final four months of 1950. Tt will 
thereby permit additions to manufacturers and Government natural rubber stocks 
of an estimated 70,000 long tons or more by the end of this year. 

While accomplishing such conservation, the program will permit the continu 
ance of high levels of operations—total new rubber consumption at the rate of 
1,100,000 long tous a year—in rubber products manufacturing plants and in the 
industries dependent on rubber for component parts. It would lead to no uner 
ployment in rubber products plants, where operations would be reduced by 
curtailing overtime work, including Sundays, nor in other industries since 
equitable distribution of products will be made by rubber manufacturers 

The principal section of the rubber products field that has been subject) to 
significant “scare” buying is the replacement tire field The suggested period 
of rubber limitation coincides with the sharp seasonal downswing in replacement 
tire sales and, too, there is recent evidence of a slackening of “secure” buying 
These two factors should prevent inflationary consumer price situations from 
developing. 

Further advantages are that the suggested program insures prompt handling 
of military orders, while giving all rubber product manufacturers equal oppor- 
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tunity to bid for such orders. It maintains equitable relationships between lye 
over-all production levels of rubber users while keeping industry output within 
the supply limits of component materials, thereby avoiding inflationary price 
trends in such components. To the extent that the limitation program m git 
result in lower natural rubber prices, it stretches the Government's fixed ( 
appropriations for the strategic stockpiling program and saves taxpayers’ m 

The major disadvantage of the proposed program grows out of a major ad 
vantage—it is an expedient designed for quick and effective action, buat cx 
operate successfully for more than a few months. The main reason for this is 
that it permits each manufacturer such flexibility in the selection of mu 
and synthetic product specifications that competitive differences would shortly 
exist to such a degree as might encourage evasion of the control order. Other 
and more effective longer-term measures must be devised for possible institution 
before the expiration of the 4 months period of the suggested program. 


C. OTHER ESSENTIAL ACTIONS 


1. The R-1 order, coupled with a rubber allocation system reflecting R-1 
product specifications, is the most effective control system yet devised for rubber 
It is understood, respected, and favored both in industry and Govern 
Studies are under way in industry and Government circles to suggest [t-1 
controls, should they prove necessary, best suited to the accomplishment of 
national security objectives with equity to and between the several prod 
divisions of the rubber industry. The institution of R-1 controls on major seg 
ments of the industry, such as tires, belting, hose, footwear, ete., need not | 
delayed until all segments of the industry have been studied, but could be 
instituted as needed. 

2. The proper agency of Government will undoubtedly want to give early 
consideration to certain limitations which were found desirable during World 
War II to promote best distribution of product. Snech things as simplification 
of lines, elimination of specialties such as white sidewalls and specialty tuhes 
The elimination of spare tires on new vehicles, ete., might be considered. 

3. A special phase of the natural rubber problem is that of natural latex, 
stocks of which are relatively low. The Munitions Board has requested the 
industry to formulate a program which will result in rebuilding inventories to a 
specified security level. A recommendation will be forthcoming without delay 

4. To permit adequate levels of rubber products output as quickly as possible 
to protect our rubber supply in case of Cemmunist disruption or aggression in 
the Far East and to permit building of adequate synthetic rubber inventories, 
all synthetic rubber copolymer plants, and the necessary raw materials supply 
units, should be rehabilitated and placed in active stand-by, ready for immediate 
production in case of need. This decision should be delayed no longer. 

5. As soon as synthetic rubber supplies permit, probably in 1951, Government 
should begin as rapid accumulation as possible of a strategic stockpile of GR-S 
for use in an emergency in which natural rubber supplies might be cut of 
Such GR-S could relieve the necessity of attaining such a high level of crude 
rubber stockpiling, and could save large sums of money based on present or 
prospective natural rubber prices. It appears that operation of all copolymer 
plants will be necessary to accomplish such stockpiling within a reasonable period 
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Exuisir No. 58-B 





"~ Retimated natural rubber available to United States of America for consumption 
chit and stockpiling 
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Exarrmir No. 58-C 
Estimated synthetic rubber available to United States of Americe 
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EXHIBIT No. 58—E 





[15 F. R. 5793, August 29, 1950] 
TIrLe 15—CoMMERCE AND ForREIGN TRADE 


\PTER Ill BUREAU OF FOREIGN AND DOMESTIC COMMERCE, DEPARTMENT Of 
COM MERCE 


SUBCHAPTER C-——-OFFICE OF INDUSTRY AND COMMERCI 
[Allocation Order R-1] 
Part 383S—ALLOCATION ORDERS 


SUBPART-—RUBBER, SYNTHETIC RUBBER AND PRODUCTS THEREO! 


Subpart: Rubber, Synthetic Rubber and Products Thereof, §§ 338.71, to 338.85 
\llocation Order R-1), as amended March 8, 1950, is hereby amended to read as 
Ws 
fhe following order is deemed necessary and appropriate to promote the 
public interest and in the interest of the national security and common defense 
and to carry out the purposes of the Rubber Act of 1948, 62 Stat. 101, 50 U.S. ¢ 
\pp. 1921-1938, as amended by Public Law 575, Sist Congress, approved June 
94 1050 


DEFINITIONS 
Se 
338.71 Definitions. 


MANUFACTURING REGULATIONS 


8.7 Mandatory consumption of synthetic rubber 


38.73 Exeeptions for experimental purposes. 
IMPORT RESTRICTIONS 


S74 Restrictions on importation of rubber products. 
REPORTS, VIOLATIONS, APPEALS, AND COMMUNICATIONS 


i Reports of rubber consumption and stocks 
S76 Other reports 
8.77 Violations. 
878 Appeals 
“7% Communications. 

NEW RUBBER CONSUMPTION 
Limitation on consumption of new rubber 
SYNTHETIC RUBBER SPECIFICATIONS 


Synthetic rubber specifications for certain products. 
DEFINITIONS 


|. Definitions. As used in this subpart: 

Natural Rubber” means all new RHC forms and types of tree, vine, or 
ber, including natural rubber latex, but excluding guayule and reclaimed 
rubber. 

Synthetic rubber” means any new RHC product of chemical synthesis 
rin general properties and applications to natural rubber, and specificall) 
ile of vulcanization, produced in the United States, but excluding reclaimed 

hetic rubber. 

GR-S" means a general-purpose synthetic rubber of the butadiene-styrene 
produced in the United States generally suitable for use in the manufacture 
usportation items such as tires or camelback, as well as any other type of 

ic rubber equally or better suited for use in the manufacture of transpor 

telus such as tires or camelback, as determined from time to time by the 
President, not including reclaimed general purpose synthetic rubber. 
“Butyl” means a special-purpose synthetic rubber produced in the United 
es, Suitable for use in the manufacture of transportation items such as 
itic inner tubes, not including reclaimed special-purpose synthetic rubber 
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(e) “Consume” means in the case of natural rubber or synthetic r 
compound, expend, formulate or in any manner make any substantial ch 
the form, shape or chemical composition except where any of these 1 
ure used in the preparation of master-batches or compounds prepared 
in the manufacture of finished products. 

(if) “Person” means any individual, firm. copartnership, business t1 
poration, or any organized group of persons whether incorporated or 
any Government department, agency, officer, corporation, or instrumen! 
the United States. 

ig) “New RHC” means total new rubber hydrocarbon. This is the tor 
content of natural rubber, synthetic rubber, uncured scrap rubber un 
process materials, and the rubber hydrocarbon content of master-| 
compounds of new RHC. 

ih) “Reclaimed rubber” means any material derived from the procs 
treatment of vulcanized rubber or cured scrap rubber, 

(i) “Natural rubber latex” means the dry latex solids contained 
rubber liquid latex. 


MANUFACTURING RE; ULATIONS 


§ 338.72 Mandatory consumption of synthetic rubber. No person shi: 
facture any product listed in § 238.85 in any type and size listed in that 
unless it conforms with the synthetic rubber specifications designate: 
section for that product. The synthetic rubber used to satisfy the m: 
requirements of § 338.85 shall be that produced by the Government or for its 
account, or purchased from others by the Government for resale by t) 
erninent or for its account. Where specifications for tires provide for : 
average or tolerance such group average or tolerance must be balanced o 
calendar month. 

(a) Military orders. The provisions of § 338.85 shall not be app! 
orders manufactured for the Department of Defense. 

§ 338.73. Eaxceptions for erperimental purposes. Notwithstanding the 
sions of § 338.72, any person may use up to a total of 2,000 pounds of natur 
ber during any calendar quarter for experimentation in the manufactur 
those sizes and types of tires for which specifications are provided in § 338.5 


IMPORT RESTRICTIONS 


$358.74 Restrictions on importation of rubber products. (a) As used this 
subpart, “import” means to transport in any manner from any foreign 
into the continental United States or into any territory or possessiol ' 
United States. It does not include shipments into a free port, free zone or 
bonded custody of the United States Bureau of Customs (bonded wat 
in the continental United States for trans-shipment to any foreign « 

(b) The importation by any person of any product listed in § 338.85 s! 
accompanied by a certificate to be furnished to the Collector of Customs a 
of entry, reading substantially as follows: 

“The undersigned hereby certifies, subject to the criminal penalties for mis 
representation contained in Title 18, U. S. Code (Crimes), section 100! 
the products covered by the invoice to which this certificate is attached cont 
at least the same percent of synthetic rubber (of any type and wherever 
duced) as is required by § 3838.85 of Office of Industry and Commerce All: 
Order R-1 for similar produets. 





(Signature) ” 


(Date) Fires 

(c) The restrictions of this section shall net apply to: (1) The importitio 
of products by a diplomatic representative of any foreign government for his 
personal use or the use of members of his staff, or by a commercial representativ 
of any foreign government for use in his official business and not for sale; (2) 1! 
importation for experimental and testing purposes, but not for sale, of tires and 
camelback. 
REPORTS, VIOLATIONS, APPEALS AND COMMUNICATIONS 


§ 338.75 Reports of rubber consumption and stocks. Every person whi 
sumes or Owns at any time during any month, any type of rubbers listed below 
in an amount in pounds equal to or in excess of the amounts specified below 
shall file a monthly report on Form IC—3410 with the Rubber Division, Offic 
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ied istry and Commerce, Department of Commerce, in accordance with the 
tructions accompanying the form. This report form covers consumption, 


stocks, receipts, production and shipments. 
Amount 
(pounds) 


Types: 

” aon gemeges 8 Te 15, 000 
Natural rubber latex (dry latex solids) : 5, OOO 
Reclaimed rubber_--------- : td. 10, 000 
GR-S (all types including G R-S latex )?__- __. 15, 000 
Lutyl (GR-I), all types ?_ . __ 10, 000 
Neoprene (all types, including neoprene latex)! 5, OOO 
Rutadiene-Acrylonitrile types }___-—-- - 5, 000 


ides all types whether obtained from Government or other source, including imports 


No monthly report need be filed as to any of these types of rubbers if both rubber 
consumed and rubber owned were each less than the amounts specified above 
for the particular types of rubbers. 

$338.76 Other reports. (a) Every person who, during the calendar year, 
cousumes or owns amounts of any of the types of rubber listed im § 538.75, in 
excess of the amount shown for any type, and who has not reported those types 
of rubber on Form IC-3410 for all months of the calendar year, shall file an 
annual report covering consumption and stocks in accordance with the instrue 
tions accompanying the annual report form. This report shall be made on Form 
iC-49-1 and shall be filed not later than January 31 following the year being 
reported, 

(b) Each manufacturer of tires, tubes and camelback shall file a report on his 
production, shipments and inventory for each calendar month on Form IC-34358 
with the Rubber Division, in accordance with the instructions ac ‘company ing the 
lori 

(c) Each manufacturer of tires shall file a report of his production of cureé 
tires for each week on Form IC—4231 with the Rubber Division, in accordance with 
the instructions accompanying the form. 

(d) Any person may be required to file such other reports as may be needed sub 
ject to approval by the Bureau of the Budget in accordance with the Federal 
Reports Act of 1942. 

§358.77 Violations. Any person who wilfully violates any provision of this 
subpart, or who in connection with this subpart wilfully conceals a material fact 
or knowingly furnishes false information to any department or agency of the 
United States Government is guilty of a felony, and upon conviction may be pun- 
ished by fine or imprisonment. 

$338.78. Appeals. Appeals for relief or exemption from any of the provisions 
of this subpart or OIC actions thereunder, shall be made in accordance with 
§§ 356.51 to 336.61 (Allocation Regulation 3), by filing a letter in triplicate with the 
Rubber Division, specifying the particular provisions appealed from, stating 
fully the grounds for the appeal, specifying the precise relief desired, and the 
reasons Why the denial of the appeal would result in undue and excessive hard- 
ship not sutfered by others similariy situated or result in improper discrimination. 

$558.79 Communications. All appeals, all reports to be filed under this subpart 
and all communications concerning this subpart shall be addressed to: Rubber 
Division, Office of Industry and Commerce, Department of Commerce, Washing 
ton 25, D. C., Ref: R-1. 


NEW RUBBER CONSUMPTION 





38.80 Limitation on consumption of new rubber. The maximum total new 
rubber (including natural rubber and all synthetic rubber, but excluding natural 
rubber latex) consumption by each person during the period beginning September 
1, 1950, and ending December 31, 1950, shall be as follows: 

(a) Four-twelfths of the total new rubber (including natural rubber and all 
syuthetiec rubber, but excluding natural rubber latex) a a by such per- 
es during the period beginning July 1, 1949, and ending June 30, 1950: Provided, 

owever: 

(1) To the extent that a person’s August 1950 total new rubber cousumption 
ext — 120 percent of his average monthly total new rubber consumption during 

‘period beginning July 1, 1949, and ending June 30, 1950, such excess shall be 
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deducted from his total allowable new rubber consumption during the last 


months of 1950; 


(2) To the extent that a persons’s August 1950 total new rubber consumy 


is less than 120 percent of his average monthly total new rubber consi 
during the period beginning July 1, 1949, and ending June 50, 1950, his tota 
able new rubber consumption during the last four months of 1950 shall 
creased by an amount equivalent to such deficiency ; 

(3) In no one month, however, during the period beginning September 1, 
and ending December 31, 1950, shall any person consume more than 28 pei 
his total allowable new rubber consumption for such four-month period 

(b) The maximum total natural rubber consumption by each person 
paragraph (a) of this section shall be his maximum allowable total new 
consumption less the total synthetic rubber acquired by him from all s 
during the last four months of 1950. 

(c) No person shall consume more new rubber than his maximum tot: 
rubber consumption, computed as provided in paragraph (a) of this sectio 
no person shall consume more natural rubber than his maximum total 


rubber consumption, computed as provided in paragraph (b) of this sectir 


(d) The above provisions of this section shall not be applicable to orders n 


factured for the Department of Defense: the consumption by any person « 
rubber in orders manufactured for the Department of Defense during thi 
four months of 1950 shall be permitted in addition to his total allowabl: 
rubber consumption during the last four months of 1950, 


(e) The appeal procedure set forth in § 338.78 shall be applicable to the 


visions of this section. 


SYNTHETIC RUBBER SPECIFICATIONS 


§ 388.85 Synthetic rubber specifications for certain products—(a) Tires 
pneumatic tires, in any size and type listed below, shall contain GR-S in at 


the percentage designated below. 


(b) TVire tubes (1) Reestablishment of GR-I Spee ifications f 
that the consumption of butyl] (GR-L) by the entire industry indicates 
total annual consumption will be | 
quiring the consumption of buty! (GR-1) in certain types and sizes of tire 
will be reinstated in this order to the extent necessary. 

(2) Markings on tire tubes. Every tube containing butyl (GR-I) sya 
rubber shall be marked by the manufacturer with one or more circumfers 
light bine stripes, applied on the base section of the tube, any one of which st 
shall be “44'’ minimum width. No other tire tube shall be so marked. 


ess than 15,000 long tons, specificatior 


AUTHORITY: $§ 338.71 to 338.85 issued under see. 10, 62 Stat. 105, 50 U. S.C. Apr 
1929; Pub. Law 575, 81st Cong.; E. O. 9942, Apr. 1, 1948, 13 F. R. 1823; 3 CFR 


Sup] 


Issued this 25th day of August 1950 
OFFICE OF INDUSTRY AND COMMERCE, 
RAYMOND S. Hoover, 
Tssuance Offir 


7555 ; Filed, Aug. 25, 1950; 4:04 p. m.] 


\] 
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Mr. Watpen. Now, I call your attention to the fact that on page 2 
the following appears : 

It is suggested that the following program, which has a broad support in the 
rubber-manufacturing industry, be instituted immediately. This — has 
heen formulated by the National Security Policy Committee of the Rubber Man 
ufacturing Industry, composed of 19 independent companies, all of which are 
members of the Department of Commerce and Munitions Board advisory com- 

Does the “National Security Policy Committee of the Rubber Man- 
facturing Industry” refer to the 19 manufacturers who met and who 
were mentioned before ¢ 

Mr. Gwen. That is right. 

Mr. Watpen. Now, Mr. Glen, I would like at this point to read from 
Mr. MeCovy’s testimony before the Senate Small Business Committee 
in Which he describes how this document was apparently drawn. 

It is my recollection that shortly after the Korean episode the rubber industry 
formed a National Security Policy Committee to develop a course of action on 
rubber controls which was to be recommended to the Government. Representa 
tives of this group met in Washington at or about the same time the interagency 
group was making its report to the NSRB. 

And I take it that the interagency group is a group of Government 
representatives ¢ 

Mr. Gien. I do not know which interagency group that might have 
been. There have been so many interagency groups but it was not 
one that I wag ever included with. 

Mr. Wavpen. Continuing with Mr. McCoy’s testimony, he says: 

Since the Department of Commerce was administering the control parts of 
the Rubber Act, I was delegated to deveiop the mechanics under the Rubber 
Act of carrying out the reduction in the use of new rubber. At the same time, 
the rubber industry, which had met with the interagency group, had developed a 
proposal of this type. This committee, on invitation, delivered its proposals 
to the interagency group for consideration, which proposals were, in effect, al- 
most identical with a proposed draft developed in the Department of Commerce. 

So, would it not appear from Mr. McCoy’s testimony that the in 
dustry developed its program without Government participation and 
was subsequently asked to present it to the Government / 

Mr. Gitex. That would be the implication from that testimony. 1 
doubt whether it can be said in reality that the suggested program 
of the Department of Commerce coincided with the recommendations 
of the committee, particularly as to the base period. 

Mr. Watpren. Would you explain briefly the contents of the docu- 
ment drawn up by the industry as well as you can? Just comment 
on the industry’s recommendations. 

_ Mr. Guex. The main division of the industry's recommendations 
is the realization on the industry's part that some positive action was 
called for regarding rubber consumption. They suggested that the 
most expedient method of hi indling that would be to go back to the 
average monthly consumption of the base year ending June 30, 1950, 
and establish that level of consumptions for the last four months 
of 1950 with one or two exceptions, that where a company had con- 
siuned an excessive amount of rubber in August of 1950, that that 
would be deducted from their permitted consumption for the 4 months 


ile arin gs, Subcommittee on Rubber of the Select Committee on Small Business, U. S 
hat 2d Cong., Ist sess., pt. 1, p. 67. 
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and where they had consumed a lesser amount of rubber during \ 
ust they woul | secure a bonus for the remaining 4+ months. 

There was also this factor, that rubber consumption for the 4 mont! 
once established permitted the consumption In any one month o| 
percent of that figure which would be 3 percentage points higher 
than the regular division of that 4-month period. So, it had a flexi- 
bility feature. 

Mr. Srevens. Would vo Ue xplain that again? 

Mr. Guen. Instead of 25 percent each month, the companies 
permitted to consume up to 2S percent. 

Mr. Srevens. In any one month ¢ 

Mr. Guenx. That would be short-changing themselves for 
months because they would have less remaining for the balan: 
the period. 

Mr. Srevens. If they had 28 percent in September and 
they — only have Do percent in the other two months. 

Mr. GLEN. That is right. 

The Cuamman. Did this particular group, or a self-styled conu 
tee, not operating under Government sini. diy “with no Government 
official present at the meetings, determine what should be a base be 
riod / 

Mr. Gruen. That is correct. 

There is one point I would like to make about the National Secu: 
Policy Committee as dese ribed 1 n these documents. It may be 
and the same committee that was formed at an earlier date for 
purpose of making recommendations to the Armed Services Comm 
tee on new synthetic rubber legislation back in the early part of 1 
It would be quite natural. 

The Ciaran. Did this committee also recommend new use- 
which rubber could be put? [think on page 2— 

Mr. Gren. On page 2. 

The CramrMan (reading): 

Utilize as a method of limiting total new rubber usage (natural plus 
thetics) the setting of a ceiling on each user’s consumption of total new 1 

Mr. Guex. That did not mean new production, We speak 
rubber indust ry of new rubber and rec 1: imc d rub ber and scrap 1 
ber. The distinction drawn here is the distinction between the va 
ous classes of rubber: natural rubber brought into the United Stat: 
as uncompounded and not us sed: synthetic rubber that could be 
veloped by the Government and sold to industry as new rubber 
for special purposes; other kinds of rubber are also referred to. Re- 
claimed rubber is not new rubber. 

The Ciaran. The determination of that is of importance to ' 
Government ¢ 

Mr. Guien. It is of eng greatest importance in the period of 
age of materials in that it means the difference betwen a reasonable 
operating level and the sustenance of the working force of the indus- 
try asa whole with full workweeks for some and starvation workweeks 
for others. It is an important exercise of Government power i! 
cumstance like this and is a feature which the Government shoul 
thoroughly weigh and screen before it would agree to the actual! | 
corpor: ation of it into mandatory law. 

Mr. Waupen. You said these recommendations were handed to 
by Mr. McCoy with instructions to issue an order complying theres 
Did you subsequently issue such an order? 
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Mr. Guen. Yes. On August 25, 1950, the order implemented the 
recommendations of the committee adjusted, as 1 say, to a percentage 
of the average months of the past year. 

Mr. Watpen. And prior to this did you call a meeting of your 
industry advisory committee 

Mr. Guen. On August 18 we reviewed with our regular committee— 
the regular Rubber Industry Advisory Committee—language that 
had been developed for incorporation in an order and, of course, the 
order was practically ready to go and we issued it on August 25. 

Phe Charman. And that is entirely different from the advisory 
committee that mitiated the actions necessary for national security in 
terms of rubber. 

Mr. Guen. That was not an officially designated industry advisory 
committee In my concept. 

Phe CuamMan. The first one was not / 

Mr. Gren. That is right. 

Phe Cuamman. But the second one was officially constituted ¢ 

Mr. Guen. That is right. 

Mr. Wanpen. Were any objections raised at this time to your 
proposals ¢ 

Mr. Guen. There was a discussion about the feature of hardships 
and how they would be handled and the point that was made was that 
the 19 company recommendations did incorporate provisions for the 
handling of hardships. In fact, item 7 on page 3 of the document 
states that 

Permit users to appeal and obtain equitable adjustments to offset hardships 
resulting from such things as strikes, work stoppages, unduly depressed industry 
levels, and special military, industrial, and civilian requirements problems. 

lhe point was thus satisfied in terms 6f the committee, for the 
appeals system that we had established as an automatic feature of all 
rubber orders was well understood and this simply described some of 
the thoughts of the committee with regard to the provisions that 
should be made for such hardships as existed. 

Mr. Srevens. Mr. Glen, Ll am not sure I understood your answer to 
Mr. Walden’s question about the formal industry advisory meeting. 
\s | understood what you said about hardships, that provision was 
nthe original recommendation ¢ 

Mr. Gren. Within the original recommendations but those outside 
the 19 companies who had not read that feature of the original recom- 
mendations were bothered by the impact of the base period on them 
ind were concerned as to whether or not consideration would be given 
to their special problem, and it was stated that, of course, all orders 
have appeal provisions, and actually the recommendations of the 
industry itself included provision for appeals. 

Mr. Srevens. When that was pointed out to them did they remove 
any objection they had about correcting hardships? 

Mr. Guenx. Well, not to be facetious, they placed themselves in my 
hands. 

Mir. Srevens. Isee. But then after that 

Mr. Gen. It would be discussed. 

Mr. Srevens. Was there no further objection ? 

Mr. Gupx. They considered there would be a fair consideration of 
this provision on an appeal in the rubber industry. 
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Mr. Srevens. Aside from that — there was no substantia! 
tion to the recommended proposa 

Mr. Guien. That is as I remember it. 

Mr. Wauven. There was no verbal objection to you at this ind 
advisory committee meeting ¢ 

Mr. Guen. No verbal objection at the rubber industry adi 
meeting except to make a point of the appeals provision, and then the 
meeting was no sooner over than the appeals run started and | was 
beseiged by those who had depended upon those provisions as a 
of being able to live with what the 19 companies had agreed to. 

Mr. Goupsrern. I don’t wish to interrupt counsel’s trend of th 
on this. However, in view of your statement that the appeals pr: 
came up immediately once the order was promulgated, and that 4 
had a run on appeals, would it be fair to infer, that without the 
flexible appeal provision, the order in terms of its base period \ 
have been rat red unfair by certain segments of industry / 

Mr. Guen. I would say that is a very reasonable statement. 

The Cuamman. In other words, the base period which was «i 
mined upon by this first so-called advisory committee was inequital 
and unfair? 

Mr. Guen. As such and alone would be. And, the only way t 
presumably they could have attained an agreement in these 19 | 
panies was to include this item 7 which established provisions for 
appeals. 

The Cuarrman. Why, in your estimation, was this base period w 
fair—the base period ending June 30, 1950? 

Mr. Guen. Any base period is unfair to somebody in the industry 
and in my experience the longer the base period the more the diffi 
culties are in the establishment of the base period. I would far rat! 
select a very high quarter as a base period than anything like a ve 
because there are fewer people during a short period of time that 
out of position in a short period than you are likely to find ove: 
year’s time. 

The CHAIRMAN. How was this base period selected, do you know 
Mr. Guiry. It’s remarkable that a group of industry people suc! 
this can arrive at any conclusion on such a basic issue as this at al 
and presumably that was the best compromise that could be re iche 

in their meetings. The facts of life as regards the base period a 
that these companies that participate in the original equipment bus 
ness benefited materially by the record boom in automobile prod 
tion during the first 6 months of 1950. 

Mr. Wavpen. Is that the Big Four? 

Mr. Guien. Principally the ‘Big Four. The mechanical goods « 
of the business was strictly dependent upon its customers, and | 
think you will all recall that the year 1950, in the last half of 1) 
was being viewed with a rather ‘cade ed eye as far as the econo! 
of the year were concerned ah it isn’t likely that their custony 
would be buying very heavily, and consequently those who did : 
have automotive customers were in a rather dull period during 
last 6 months of 1949 and only really got rolling along toward “ le | 
of the first 6 months of 1950, Therefore. as was described | 
of the witnesses at the Senate Small Business meeting, we aur 
dealing with one industry here. We are dealing with at lea-! ~ 
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different segments of industry, and we are dealing with the individual 
problems of over 900 companies and every problem is different and, 
therefore, any standard set of criteria are not fairly applicable to 
every company’s problems, 

Mr. Wituts. That would also be true when you hit 8,900 different 
companies involved in the business world / 

Mr. Guen. That is right. 

Mr. Wituts. You couldn’t fix any standard or rule that would be 
absolutely fair to the whole bunch ? 

Mr. Guen. The nearest approach that I have found in my 5 years 
of administration of controls is the fact that you have fewer appeals 
on hardship grounds if you select a capacity approach or a parity 
vorkweek approach to the problems. Individuals ean live with short 
supply materials if they find their competitors also living with short 
supply materials, and you end up with—well, our experience during 
World War II, the lesson we learned in World War II and after was 
that in the first quarter of 146 the best answer to the allocation of 
short supply material and that was on the basis of a parity workweek. 
In 1948 Lhad a similar experience on the allocation of materials on the 
basis of a parity workweek formula, and that was what led me to the 
establishment of a parity workweek in 1950 and subsequent adjust- 
ment appeals, : : 

Mr. Wituis. Did you urge that be adopted with regard to that ? 

Mr. Guen. I had no opportunity to urge that in the original deter 
mination. I was handed a package. I reduced that package to 
language and sought to carry it out on a fair basis over-all. 

Mr. Wanpen. Mr. Glen, you have stated that the determination of 
the base period was the most controversial section of this proposed 
recommendation of the industry submitted to you, which was later 
in orporated into the R-1 order, is that correct / 

Mr. Gienx. Possibly it was not the most controversial at the time 
the order was actually written. It became the most controversial, in 
that the companies who had hardships were most acquainted with 
their hardships after they got to reducing their values down in terms 
of the language of the order. 

Mr. Wanpen. Perhaps [used the wrong word. T should have said 
the most important section of this entire order promulgated Was that 
determining the base period ¢ 

Mr. Guex. TL would say it was the most important element eco 
nomically and from a national security standpoint, from a prepared. 
ness and mobilization standpoint. 

Mr. Wanpen. At this point I would like to read excerpts from Mr. 
MeCoy’s testimony before the Senate Small Business Committee as 
to just how the determination of that base period originated, and 
this is Mr. MeCoy speaking: 

hive here a copy of the preposal which IT would like to turn over to th 
waitean 


‘erring to the Senate Small Business Committee. 


fhe principal feature of the industry proposal was that the limitation on 
ustuuption by individual firms be regulated by a percentage on a base period 
h the industry recommended to be the 12 months ended June 380, 19500 Phiis 


tter of July 2, 1951, from Mr. Glen to Chairman Emanuel Celler, appendix, intri 
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was the first suggestion, so far as I recall, on the part of anyone j) 
Government or out, that any patricular period of any particular du 
used as a base period. 


Then Mr. McCoy continued at a later point: 


From a historical ste mene int the base period now in use was firs 
hy the industry as I have indicated * * 

Now. Mr. Glen, would you explain briefly how, tn admin 
this order, vou endeavored, through the appeals provision, to 
rate some of the hardships which oceurred because of the bas: 
which had been selected? You previously mentioned the wo 
theory. Would vou elaborate a little so the subcommittee w 
a better understanding of that 4 

Mr. Grex. It soon became apparent that companies that wi 
serving the operations in Akron, Ohio, were aware of the fs 
the base vear was sufficiently adequate to support a higher t! 
hour workweek in that city-—I should say higher than 36-hom 
week in that city because that is on a 6-hour-shift basis. A) 
first claims IT got from various companies was for the same ) 
of days of work for their employees as the people had in Akro 
I said, “We don’t have enough rubber to support that kind 
operation throughout industry.” 

Well, the attempt was made to compromise the values as to what 
minimum economic rate of operation for each was and so on a 
try to hold rubber consumption down on the basis of giving 
some reasonable support for their operation. That was the diffi 
that I had in the month of September in holding back these 
panies that were making the claim for the same relative proportior 
workweek as Alcron had. 

I finaliv decided that the best system of handling the whole ¢! 
was to go back to the formula I used in 1948, which was used 
first querter of 1946, which was the establishment of a parity wor! 
week for all companies, and then making a cut across the board fo 
each and every company, and IT established as the standard pa 
workweek a 6-day 6-hour-shift basis in Akron for existing s! 
work force. In other words, if they had one shift, they would 
one shift: if they were running three shifts, they would run 
shifts. But no increases in shifts and of the standard 40-hour wor 
week throughout the rest of the country, except Detroit wher: 
they have a 6-hour-shift basis. 

Mr. Warpen. Did you find in processing appeals that some 
companies had not, during the base period, been operating at 
workweek level / 

Mr. Gienx. The average for the year left some companies wit! 
more than 2 or 3 days’ work per week, and, of course, with mob! 
tion industries growing up all around them there was no way of | 
retaining their skilled force in the face of more attractive employn 
in other pk: ints around them. 

Mr. Wane. In administering the appeals you endeavore: 
build these companies which during the base period operated | 
less than normal workweek up to a full, normal workweek averag: 

Mr. Guen. I also had the obligation of weighing the mobilizat 
requirements and preparedness requirements. From my standp 


*® Hearings, Subcommittee on Rubber of the Select Committee on Small Busine 
Senate, 82d Cong., 1st sess.. pt. 1, pp. 67-68 
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one of the largest national security assets we have is the skilled work 
force of the entire rubber industry. IT couldnt stand by and allow 
that work force to be dissipated throughout other industries, even 
though it might be to a beneficial industry. lis biggest and most 
portant use was in the rubber industry, and consequently I had 
that as an objective as well as the equity mm the situation, plus the 
subsequent introduction of the Defense Production Act of 1950. 

You see, this recommendation and this order antedated the Defense 
Production Act of 1950. It seemed to me that the Defense Produc 
tion Act of 1950 superseded any recommendations by industry or by 
Crovernment. Congress then established anew set of criteria to apply 
to a situation ke this and I was more convinced than ever that the 
parity workweek would most satisfactorily meet those criteria in the 
over-all and subsequent provisions on that basis. 

Mr. (10OLDSTEIN. Mr. Crlen, with reference to your remarks on the 
Manpower problem, I should like to read from the minutes of the 
rubber advisory committee meeting of NPA dated May 25, 1951, which 
contains a remark on manpower, and Vd like to have vour coniments 
as to Whether this reflects your views: 

Commenting on the importance of manpower to this segment of industry one 
industry representative recalled that in World War I] it had been necessary 
to bring men back to this country from the war fronts to build the tires so 
urgently needed. He urged that steps be taken immediately to alleviate the 


shoriage of these items so vital to the defense effort. 


Does that reflect that there is a very minimum core of skilled labor 
in this particular field ¢ 

Mr. Guen. The field referred to there was in the tire field, and it 
was necessary during World War IL to bring men back from the com 


bat areas to build truck tires. That is one of the things that I full 
well knew and was attempting to alleviate. 1 did not consider it 
necessary to hold that labor, though, to give them a bonus workweek 

comparison with all other labor in this country. My plan was sim 
piv to establish a parity workweek for all labor in this industry. 

The CHamman. Mr. Glen, did Mr. McCoy direct you to prepare 
formal orders embodying the recommendations of this first so-called 
advisory committee before vou had presented the recommendations to 
the regular and properly established advisory committee ¢ 

Mr. Guex. Thatis right. The promulgation of the proposed ordet 
preceded the August 18 meeting of the regular industry advisory 
neeting, 

Phe CHamman. Did you express any objections, for example, to the 
base period embodied in those recommendations to Mr. McCoy ¢ 

Mr. Guex. I considered it as being a hopeless task. At that stage 
things had gone too far, and it was necessary then to put the thing 
i practice and then demonstrate the difficulties subsequently. 

The CHairmMan. Expand on that a little. why you thought it hope 

ss. Hopeless for you to— 

Mr. Giex. It was obvious that 19 companies in the industry had 
agreed Upon a proposal and that my superior in the Department of 
Commerce had agreed to that proposal, in effect, and that therefore 
| Wastmy job te put it in practice and try to make it work. 

the CHamman, You were practically, from your standpoint, given 
an order: is that right ? 

Mr. Guen. That is right. 
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The CHatrman. Did you have any other experiences with Mr. Me. 
Coy along those lines ? 

Mr. Gien. Well, continuously, of course, I was under the dir 
of Mr. McCoy, and it was, of course, his prerogative as my sup 
when he required me to do things, to order me to do them. 

The CHamman. You were the head of the Rubber Division ? 

Mr. Guen. That is right. 

The CHamrman. And, nanetheless, bei ‘ing head of the Rubber Diy 
sion and considering all your knowledge and your experience, did you 
think it was unfair to put into effect this order embodying this base 
period ¢ 

Mr. Guen. Well, it would have been difficult to say that it was 
unfair when actually the provisions regarding appeals were left ii 
my hands, in that whatever kinks there were in the base period | 
had power subsequently to remove those kinks, and that is the basis— 
it took approximately 2 months to iron out those kinks, during the 
months of September and October, and I finally established what I 
considered to os a fair parity level, and made the established cut 
across the board, and I received very few protests from the industry 
when I cut back to 84 percent in the months of November and De- 
cember—s4 percent of that parity level. 

The Cuamman. November 1950. That was after the Defense Pro 
duction Act was adopted 4 

Mr. Guen. That is right. 

The Cuatrman. You said, I think, before that the base period 
favored primarily the Big Four; is that right? 

Mr. Gienx. Some members of the Big Four. Some were for one 
reason or another out of joint, with strikes and that sort of thing, but 
generally speaking it’s not hard to visualize why companies that were 
engaged in the original equipment tire business got a bonanza in 
terms of the support of their business during the first 6 monthis of 
1950, with the record boom in automobile production. 

The Cramman. Taking into consideration all those factors, you 
would say that the base period primarily aided the Big Four? 

Mr. Guien. Principally. 

Mr. Stevens. Mr. Glen, didn’t you say some of the Big Four wer 
not benefited by the base period? I was wondering which of the Big 
Four. 

Mr. Gruen. It would depend on their work schedules, their 
tomers. For instance, there was a very substantial Chrysler st 
and a great deal would depend on whether an adjustment would | | 
made for that impact of the Chrysler strike. That adjustm 
would have to be fair not only from that company’s standpoint | 
from all other companies’ standpoint because it would requir 
analysis of their production schedule to see whether they produced 
tires anyway or whether they stopped production when Chrys 
stopped taking tires, 

Mr. Kearinc. Did T understand you to say the high productio! 
was in 1950—first 6 months of 1950? 

Mr. Guex. The Chrysler strike was during that period. To | 
extent that would increase the impact of that boom on the auton 
bile industry. In other words, if you factor that out and giv: 
adjustment for that and build that on top of the record consump! 
during the first 6 months of 1950, you have a still higher base. 
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Mr. Keatrnc. That was all within your individual power to make 
those adjustments ¢ 

Mr. Guen. That is right. 

Mr. Watpen. Now, Mr. Glen, in processing appeals from the in- 
equity of the base period applied naturally, besides the fact that you 
endeavored to maintain the manpower situation on an equitable basis, 
were you also mindful of the Defense Production Act and certain direc- 
tives of your superiors’ I call to your attention section 701 of the 
Defense Production Act, which requires that small businesses and 
industries be encouraged to make the greatest contribution toward 
achieving the objectives of the act and the fact that on September 5, 
1950, Mr. Dean Bowman, of the Department of Commerce—now of 
the NPA, at that time of the Department of Commerce—sent around 
to all industry chiefs the following memorandum, setting forth sec- 
tion 701 of the act in full and saying: 

Please give immediate consideration to a representative period to be used in any 
allocation program involving items for which your division is responsible as would 
be required in subsection C above. You should also consider how to allocate 
in order to comply with that subsection. 

Mr. Gien. That instruction did come from Mr. Bowman to me: and, 
inasmuch as I was already in operation, let’s say, from a control stand- 
point, whereas all other divisions were only beginning to think about 
operation, I weighed my policies against the criteria established in 
section 701 of the Defense Production Act and considered that the 
parity workweek was a very satisfactory basis of following those 
criteria. In facet, Mr. MeCoy, in subsequently discussing that very 
point with other Industry Division chiefs, in effect described to them 
ny policy of establishing a parity workweek for all divisions and then 
making adjustments across the board for the companies so that they 
all maintained a comparative operation. 

Mr. Watpen. Mr. Chairman, I wish to introduce that document into 
evidence. 

The CuatrmMan,. It will be accepted. 
(The document referred to follows :) 


Exuipir No. 59 
SEPTEMBER 5, 1950. 

Memorandum. 

To all Industry Division chiefs. 

From Dean O. Bowman. 

Subject: Section 701, Defense Production Act of 1950. 

Section 701 of the Defense Production Act of 1950 reads as follows: 

“Sec. TOL, (a) It is the sense of the Congress that small business enterprises 
be encouraged to make the greatest possible contribution toward achieving the 
objectives of this Act. 

“(b) In order to carry out this policy— 

“(1) the President shall provide small business enterprises with full 
information concerning the provisions of this Act relating to, or of benefit 
to, such enterprises and concerning the activities of the various depart- 
ments and agencies under this Act; 

“(2) such business advisory committees shall be appointed as shall be 
appropriate for purposes of consultation in the formulation of rules, regula 
tions, or orders, or amendments thereto issued under authority of this 
Act, and in their formation there shall be fair representation for independent 
small, for medium, and for large business enterprises, for different geo- 
graphical areas, for trade association members and nonmembers, and for 
different segments of the industry: 

“(3) in administering this Act, such exemptions shall be provided for 
small business enterprises as may be feasible without impeding the accom- 
plishment of the objectives of this Act; and 


. 
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“(4) in administering this Act, special provision shall be made 
expeditious handling of all requests, applications, or appeals fron 
business enterprises. 

“(c¢) Whenever the President invokes the powers given him in this 
allocate, or approve agreements allocating, any material, to an extent 
the President finds will result in a significant dislocation of the norma 
bution in the civilian market, he shall do so in such a manner as to make 
able so far as practicable, for business and various segments thereof 
normal channel of distribution of such material, a fair share of the ay 
civilian supply based, so far as practicable, on the share received by suc! 
ness under normal conditions during a representative period preceding 
24.1950, and having due regard to the needs of new business.” 

(1) When proceeding with the appointment of business advisory com 
please be certain that the membership of such committees is in accord 
subsection (b) (2) above. 

(2) Please give immediate consideration to a representative period to be 
in any allocation program involving items for which your division is respor 
as would be requred in subsection (¢) above. You should also consider hy 
allocate in order to comply with the subsection. 

(3) In planning any allocation program, we should assume that we shal! 
to demonstrate conclusively to the Joint Committee on Defense Production 1! 
we have fulfilled the obligations of section 701. The collection, organi 
and use of data should be made under that assumption. 





Mr. Wavpen. You stated that when you cut. back rubber consi 


tion in November 1950 you issued an order, M-2, which reduced ) b 
ber consumption to a percentage of the base period. In figuring that 
hase period, did you use the adjusted base ‘ie taking into co. 
sideration the appeals which you had granted ¢ 

Mr. Guen. That is correct. It was 84 percent of the adjusted period 
which was established for the months of November an Decembe: 

Mr. Watpen. Mr. Chairman, I wish to introduce that order, 

The Cuatrm an. It may be accepted. 

(The document referred to follows :) 


ExHIpir No. 60 
U. S. DEPARTMENT OF COMMERCE 
NATIONAL PRODUCTION AUTHORITY 
[M-2, November 1, 1950] 
TITLE 32A—NATIONAL DEFENSE, APPENDIX 
CHAPTER I—NATIONAL PRODUCTION AUTHORITY, DEPARTMENT OF COM MERCI 
[NPA Order M-2] 
Parr 25—RvBBER 
This order is found necessary and appropriate to promote the national def 
It is issued pursuant to both the Defense Production Act of 1950 and the R 


ber Act of 1948, as amended, as a readoption and a continuation, with cer 
revisions and additions, of Allocation Order R-1 (15 CFR, 338.71-338.85) is- 
by the Office of Industry and Commerce, Department of Commerce, as am 
on August 25, 1950 (15 F. R. 5794), which is hereby superseded. In the fort 
tion of this order, there has been consultation with industry representat 
including trade-association representatives, and consideration has been gi 
their recommendations. 
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REQUIRED USE OF SYNTHETIC RUBBER 


; Synthetic rubber specifications. 
on 4 Exceptions to required use of synthetic rubber. 
ont Import restrictions. 
RESTRICTIONS ON NEW RUBBER CONSUMPTIO 
6 Limit on total new rubber consumption. 


Limit on natural rubber consumption 
Limit on natural rubber latex consumption. 


ALLOCATION OF SYNTHETIC RUBBER 


5.9 Limitation on acquisition of synthetic rubber. 
10 =6©Alloeation procedure. 
11 Basis of allocation. 

Additional allocations for Government orders 


GENERAL PROVISIONS 


12 Reports of rubber consumption and stocks 

14 Reports by tire, tube and camelback manufacturers. 
\. Reports by latex importers. 

1¢)6Other records and reports 

Inventory limitation. 

25.18 Applications for adjustment 

519 Communications. 

°0)~6~Violations. 








4; rHoriry: &§ 25.1 to 25.20 issued under sec. 704, Pub. Law 774. S1ist Cong... and see 
10. 62 Stat. 105, 50 U. S. C. App. Supp. 1929: Pub. Law 575, Sist Cong. Interpret or 
apply sec. 101. Pub. Law 774, 81st Cong., and sec, 5, 62 Stat. 102. 50 U.S.C. App. Supp 
1922: E. O. 10161; Sept. 9, 1950, 15 F. R. 6105; E. O. 9942, Apr. 1, 1948, 13 F. R. 1823 


EXPLANATORY PROVISIONS 


§ 25.1 Purpose and effect. The purpose of this part is to conserve the sup 
ply of rubber for the needs of national defense. It continues in effect, with some 
changes in beth form and substance, most of the provisions of former Allocation 
Order R-1 (15 CFR, 388.71-338.85). The restrictions imposed by Allocation 
Order R-1 fixing minimum percentages of synthetic rubber that must be used in 
certain listed rubber products remain the same in this part. The former pre 
Visions limiting total new rubber consumption have been substantially modified 
and new provisions limiting natural rubber consumption have been included. In 
addition, this order contains new provisions limiting consumption of natural 
rubber latex and establishing the procedure and basis for allocation of Govern- 
ment-produced synthetic rubber. 

§ 25.2 Definitions. As used in this part: 

(a) “Natural rubber” means all new RHC (rubber hydrocarbon) forms and 
types of tree, vine, or shrub rubber, including natural rubber latex, but exclud- 
ing reclaimed natural rubber. 

(b) “Synthetic rubber” means all new RHC preducts of chemical synthesis 
similar in general properties and applications to natural rubber and specifically 
capable of vulcanization, including synthetic rubber latex but excluding reclaimed 
synthetic rubber, 

(ic) “GR-S” means a general-purpose synthetic rubber of the butadiene-sty 
rene type produced in the United States generally suitable for use in the manu 
facture of transportation items such as tires or camelback, as well as any other 
type of synthetic rubber equally or better suited for use in the manufacture of 
iranspertation items such as tires or camelback, as determined from time to time 
by the NPA, not including reclaimed general-purpose synthetic rubber. 

(d) “Butyl” or “GR-I” means a special-purpose synthetic rubber produced 
in the United States, suitable for use in the manufacture of transportation items 
such as pneumatic inner tubes, not including reclaimed special-purpose rubber. 

(e) “Consume” means, in the case of natural rubber or synthetic rubber, to 
compeund, expend, formulate or in any manner make any substantial change in 
the form, shape or chemical composition except where any of these materials 
are used in the preparation of master-batches or compounds prepared for use 
in the manufacture of finished products. 

f) “Person” means any individual, corporation, partnership, association or 
any other organized group of persons and includes any agency of the United 
States or any other government. 

£) “New RHC” means total new rubber hydrocarbon. This is the total RHC 
content of natural rubber, synthetic rubber, uncured scrap rubber, uncured 
in-process materials, and the rubber hydrocarbon content of master-batches 
compounds of new RHC. 
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(h) “Reclaimed rubber” means any rubber derived from the processing or 
treatment of vulcanized rubber or cured scrap rubber. 

(i) “Natural rubber latex” means the dry latex solids contained in natural 
rubber liquid latex. 

(j) “NPA” means the National Production Authority in the Department of 


Commerce. 
REQUIRED USE OF SYNTHETIC RUBBER 


$25.38 Synthetic rubber specifications. No person shall manufacture any prod- 
uct described in this section in any specified type or size unless it conforms 
with the synthetic rubber specifications and such other terms and conditions as 
are prescribed below in this section. The synthetic rubber used to satisfy such 
specifications shall be that produced by the Government or for its account or 
purchased from others by the Governmert for resale by the Government or for its 
account. 

(a) Tires. All pneumatic tires, in any type and size listed below, shall contain 
GR-S in at least the percentages designated in the following table: 





Percent GR-S of total 
natural rubber plus 
GR-S 
Pneumatic tire groups, size and type ei. See 
Minimum | Minimum 
group av- | individual 
erage tire 


Group 1: 
an 7.50 and down truck and bus tires, not including low platform trailer and 
wire tires 35 | 
All 7.50 and down farm implement, garden implement and industrial tires 35 
All passenger, and motorcycle, front farm tractor and garden tractor tires. - 3 
Group 2: 
All rear farm tractor and all other farm implement tires, not including rice and 
cane spade grip tires . ieee cont eee pS 


} 


} | 
= 75 | 55 
| 


Norte: The group averages for Groups 1 and 2 may be reduced by not more than three (3) points, provided 
the aggregate GR-S consumption in these groups equals the total amount of GR-S which would have been 
consumed if calculated on the above minimum group averages for groups l and 2. The above group aver 
ages and permitted tolerances must be balanced out each calendar month, 


(b) Tire tubes—(1) Reestablishment of GR-I specifications. No synthetic 
rubber specifications are presently prescribed for tire tubes, but if the con- 
sumption of butyl (GR-1) by the entire industry indicates that the total annual 
consumption will be less than 15,000 long tons, specifications requiring the 
consumption of butyl (GR-I) in certain types and sizes of tire tubes will be rein- 
stated in this part to the extent necessary. 

(2) Markings on tire tubes. Every tube containing butyl (GR-I) synthetic 
rubber shall be marked by the manufacturer with one or more circumferential 
light blue stripes, applied on the base section of the tube, any one of which 
stripes shall be ys’’ minimum width. No other tire tube shall be so marked. 

§ 25.4 Lareeptions to required use of synthetic rubber—(a) Military orders. 
The provisions of § 25.3 shall not apply to products manufactured for the Depart- 
ment of Defense. 

(b) ELarperimental purposes. Notwithstanding the provisions of § 25.3, any 
person may use up to a total of 2,000 pounds of natural rubber during any 
calendar quarter for experimentation in the manufacture of those sizes and types 
of tires for which specifications are provided in § 25.3 (a). 

$ 25.5 Importation restrictions—(a) Certification required. No product for 
which synthetic rubber specifications are established in § 25.3 may be entered 
for consumption in the United States or its territories or possessions unless the 
importer furnishes to the appropriate Collector of Customs a certificate read- 
ing substantially as follows: 

“The undersigned hereby certifies, subject to the eriminal penalties for mis- 
representation contained in Title 18, U. S. Code (Crimes), section 1001, that the 
products covered by the invoice to which this certificate is attached contain 
at least the same percentage of synthetic rubber (of any type and wherever pro- 
duced) as required by NPA Order M-2 for similar products. 


(Date) (Signature)” 
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(b) Exceptions. No such certificate shall, however, be required for the im- 
portation (1) of any products by a diplomatic representative of a foreign gov- 
ernment for his personal use or for the use of members of his staff or by a com- 
mercial representative of a foreign government for use in his official business 
and not for sale or (2) of any tires or camel-back for experimental and testing 
purposes and not for sale. 

§ 25.6 Limit on total new rubber consumption. (a) No person shall con- 
sume during either November or December, 1950, a total amount of new rubber 
(including all synthetic both dry and latex and all natural except latex and 
rubber from guayule) in excess of 84 per cent of his base monthly new rubber 
consumption as computed under paragraph (b) of this section. 

(b) Each person’s base monthly new rubber consumption shall be one-fourth 
of his maximum new rubber consumption as permitted for the four-month period 
ending December 31, 1950, under the terms of § 338.80 of the former Allocation 
Order R-1 or as adjusted for such four-month period by the Department of 
Commerce. 

(c) Such quantities of new rubber as are used in making products for the 
Department of Defense are hereby exempted from the limitation of this section 
and shall be excluded in computing consumption of new rubber in November 
and December, 1950 for purposes of this section. 

§ 25.7 Limit on natural rubber consumption. (a) No person shall consume 
natural rubber (exclusive of natural rubber latex and rubber from guayule) in 
November, 1950 in excess of 75 per cent, nor in December, 1950 in excess of 
63 per cent, of his base monthly natural rubber consumption as computed under 
paragraph (b) of this section. Neither may any person consume natural rubber 
(exclusive of natural rubber latex and rubber from guayule) in either November 
or December, 1950, in excess of the difference between his total new rubber 
consumption as permitted for that month under § 25.6 and the total synthetic 
rubber acquired by him from all sources during that month. 

(b) Each person’s base monthly natural rubber consumption shall be one- 
twelfth of his actual consumption of natural rubber (exclusive of natural rubber 
latex and rubber from guayule) during the year ending June 30, 1950: Provided, 
however, That if his maximum total new rubber consumption as permitted for 
the four-month period ending December 31, 1950, under the terms of § 338.80 of 
former Allocation Order R—1 has been or is adjusted by the Department of Com- 
merce, his base monthly natural rubber consumption as above established shall 
be adjusted by the same percentage as his permitted total new rubber consump- 
tion Was changed by such adjustment. 

(c) Such quantities of natural rubber as are used in making products for 
the Department of Defense are hereby exempted from the limitation of this see- 
tion and shall be exeluded in computing consumption of natural rubber in No- 
vember and December 1950 for purposes of this section. 

(d) The limitations prescribed in this section shall not apply during November 
or December 1950, as the case may be, to any person whose consumption of 
natural rubber (exclusive of natural rubber latex and rubber from guayule) 
does not exceed 15,000 pounds during that month, but no such person may con- 
sume during that month more natural rubber (exclusive of natural rubber latex 
and rubber from guayule) than his base monthly natural rubber consumption 
as computed under paragraph (b) of this section. 

§ 25.8 Limit on natural rubber later consumption. (a) Beginning with the 
fourth quarter, 1950, no person shall consume during any calendar quarter a 
quantity of natural rubber latex in excess of one-fourth of his consumption 
during the year beginning July 1, 1949, and ending June 30, 1950. 

(b) Any person who imports any natural rubber latex into the United States 
after October 1, 1950, shall offer at least 10 percent of his imports to the Gen- 
eral Services Administration at his regularly established price. 

(c) In the event that imperts of natural rubber latex are of such volume that 
an excess remains available for consumption (including any amounts not 
accepted by General Services Administration), after deducting from total im- 
ports (1) the base-period consumption allowed by paragraph (a) of this section, 
(2) the stockpile set-aside provided by paragraph (b) of this section, and (3) a 
reasonable reserve for adjustments under § 25.18, such excess will be allocated 
quarterly to consumers by the NPA on the basis of their pro rata consumption 
of natural rubber latex during the second calendar quarter of 1950. Any person 
desiring to share in the distribution of such excess and whose consumption of 
natural rubber latex during the second calendar quarter of 1950 is not already 
on file with NPA, should report such consumption by letter prior to November 1, 
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1950. Any allocations made under this paragraph may be Consumed in addition 
to the amounts permitted by paragraph (a). 


ALLOCATION OF SYNTHETIC RUBBER 


§ 25.0 Limitation on acquisition of synthetic rubber. No person shall acquire 
more Government-produced GR-S or butyl (GR-I) than is allocated to him by 
the NPA, No person shall sell or transfer any synthetic rubber acquired from 
the Government to any person other than the Office of Rubber Reserve, Reco: 
struction Finance Corporation. 

$25.10 Allocation procedure. Beginning with the fourth quarter, 1950, the 
NPA will allocate quarterly, to each consumer of GR-S or butyl, the amounts 
of Government-produced GR-S and butyl that he may purchase during a specified 
calendar quarter. The NPA will notify the Office of Rubber Reserve, Recou 
struction Finance Corporation, of such allocations and the Office of Rubber 
Reserve will not issue purchase permits to anyobe for more GR-S or butyl than 
is allocated to hint. Persons desiring to purchase GR-S or butyl will submit 
purchase requests to the Office of Rubber Reserve in accordance with its estab 
lished proecdure. 

25.11 Basis of allocation. GR-S and butyl will be separately allocated by the 
NPA for each calendar quarter on the following basis: 

(a) GR-S. Subject to the provisions of paragraphs (d) and (e) of this se 
tion, each consumer of GR-S will be allocated his pro rata share of total 
available Government-produced GR-S (after a reasonable amount has been re- 
served for defense and other Government orders, for such other programs as may 
be approved by the NPA, and for adjustments under § 25.18) based on the pro- 
portion which his total new rubber consumption (exclusive of butyl) during the 
vear ending June 80, 1950 bears to the total new rubber consumption (exclusive 
of butyl) of the industry during that period, as determined by the NPA. 

(b) Butyl for tire tubes. Subject to the provisions of paragraphs (d) and (e) 
of this section, each manufacturer of tire tubes will be allocated his pro rata 
share of total available Government-produced butyl (after a reasonable amount 
has been reserved for defense and other Government orders, for such other pro- 
grams as may be approved by the NPA, and for adjustments under § 25.18), based 
ou the proportion which his total new rubber consumption for tire tubes during 
the year ending June 30, 1950 bears to the total new rubber consumption of the 
industry for tire rubes during that period, as deterinined by the NPA 

(c) Butyl for other uses. Subject to the provisions of paragraphs ¢(d) and 
(e) of this section, each consumer of butyl for purposes other than the manu 
facture of tire tubes will be allocated for each calendar quarter, his average 
quarterly consumption of butyl for such other purposes during the vear ending 
June 80, 1950, as determined by the NPA. 

(di Imports to be considered. In making the allocations described in para 
graphs (a), (b) and (¢) of this section, the NPA will ascertain the quantities of 
imported GR-S and butyl acquired by each consumer, and will reduce by the 
amounts of such imported rubber the allocations which would otherwise be made 

(e) Inventorics to be considered. In making the allocations described in parn- 
graphs (a), (b) and (¢) of this section, the NPA will ascertain and take into 
acconnt each consumer's inventory of GR-S and butyl, and will adjust the allo- 
cations insofar as practicable so that inventories (including rubber in warehouse 
and in transit) will not be increased beyond a 20-working-day supply. 

§25.12 Additional allocations for Government orders. When any Government 
agency places orders with specifications requiring larger amounts of synthetic 
rubber than the manufacturer has available under his current allocations with 
out increasing the natural rubber content in his civilian products, an allocation 
Will be made to take care of such additional requirements. 


GENERAL PROVISIONS 


$25.18 Reports of rubber consumption and stocks.—(a) Monthly reports 
Every person who consumes or owns, at any time during any month, any type of 
rubber listed below in an amount equal to or in excess of the amounts specified 
below, shall file a monthly report on Form NPA-F3 (formerly I1C-3410) with 
the NPA in accordance with the instructions accompanying the form. This re 
port form covers consumption, stocks, receipts, production and shipments. No 
such report need be filed as to any listed type of rubber if the amount of it 
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consumed and the amount of it owned during the month were each less than the 
amount specified below for such type of rubber. 
imount 


Types : (pounds) 


Natural rubber 15, 000 
Natural rubber latex (dry latex solids) 5, OOO 
Reclaimed rubber_- a la ee e “ 10, 000 
GR-S (all types, including GR S latex) *__- 15, 000 
Butyl (GR-I) all types’ 10, 000 

Neoprene (all types, inc luding neoprer 1e latex)? 5, 000 
But: adiene-Acrylonitrile types ee x ; 5, O00 


‘Includes all types whether obtained from Government or other source, including 
imports. 

(b) Annual reports, Every person who, during any calendar year, consumes 
or oWbs any types of rubber listed in paragraph (a) of this section in excess of 
the amounts specified for such types, and who has not reported those types of 
rubber on Form NPA-FS (formerly IC-3410) for all months of the calendar 
year, shall file an annual report convering consumption and stocks in accordance 
with the instructions accompanying the annual report form. This report shall 
be made on Form NPA-F4 (formerly IC-49-1) and shall be filed not later than 
January 31 following the year being reported. 

$25.14 Reports by tire, tube and camelback manufacturers.—(a) Monthly 
reports, Each manufacturer of tires, tubes, and camelback shall file a report 
of his production, shipments and inventory for each calendar month on Form 
NPA-FS (formerly IC-3458) with the NPA in accordance with the instructions 
accompanying the form. 

(b) Weekly reports of cured tires. Fach manufacturer of tires shall file a 
report of his production of cured tires for each week on Form NPA-F6 ( for- 
merly [C-4231) with the NPA in accordance with the instructions accompanying 
the form. 

$25.15 Reports by later importers. Every importer of natural rubber latex 
shall report by letter to the NPA by the 15th of each month in long tons of dry 
latex solids (a) his imports for the current month (actual receipts plus mate- 
rial due to arrive), (b) his scheduled imports for the next succeeding month, 
and (c) his estimate of his imports for the second and third succeeding months, 
(The report for October, 1950, shall be filed not later than October 81, 1950.) 

§ 25.16 Other records and reports. All persons subject to this part shall 
keep such records and file such other reports as may be required subject to 
approval by the Burean of the Budget in accordance with the Federal Reports 
Act of 1942. 

$25.17 Inventory limitation. Ail of the materials subject to this part are 
also subject to Part 10 of this chapter (NPA Regulatio m1) which prohibits the 
accumulation of materials in excess of a practicable minimum working inventory. 

$25.18 Applications for adjustment. Any person against whom any provision 
of this part works an unreasonable hardship not suffered generally by others 
in the same trade or industry, or against whom the enforcement of any provision 
would not be in the interest of the national defense, may file an application in 
writing for adjustment (in duplicate) specifying in particular the grounds upon 
which it is claimed that the provisions work such unreasonable hardship or their 
enforcement would not be in the interest of the national defense 

$25.19 Communications. All applications, reports and other conimunications 
relating to this part should be addressed to the National Production Authority, 
Washington 25, D. C., Ref: Order M 

$25.20 Violations. Any person who wilfully violates any provision of this 
part, or furnishes false information or conceals any material fact in the course 
of operation under it, is guilty of a crime and upon conviction may be punished by 
fine or imprisonment or both. In addition, administrative action may be taken 
against any such person to compel necessary adjustment of his inventories or 
cousumption or to suspend his privilege of making or receiving further deliveries 
of, or from processing or using, materials subject to this part. 

Nore: All reporting and record-keeping requirements of this order have been approved 
by the Bureau of the Budget in accordance with the Federal Reports Act of 1942 

This order shall take effect on November 1, 1950. 


NATIONAL PropuctTion AUTHORITY, 
W. H. Harrison, Administrator. 
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Mr. Guien. I'd like to certify that 84-percent adjustment and the 
corresponding restrictions that were established on natural-rubber 
consumption if you will permit me, fully met the over-all objectives 
on total rubber consumption and the natural-rubber consumption dur- 
ing the months of November and December. 

Mr. Waupen. Now, did this cut-back which you ordered and the 
manner it was granted, namely, considering the adjusted base period, 
meet any vocal opposition from the industry ? 

Mr. Gien. Very few people protested, as I stated before, that roll- 
back to 84 percent of the adjusted base period. However, I had it 
from good authority that the larger of the major companies was un- 
happy about the adjustment to the 84-percent level because it cut out 
a part of what they considered to be their just workweek. I under- 
stand that a subsequent meeting was held in the Rubber Manufac- 
turers Association’s offices in New York in which that company sought 
to get endorsement from other people in the industry to protest that 
S4-percent level and failed to get that endorsement from other com- 
panies in the industry, so I considered that the policy had been con- 
firmed by the majority of the people in the industry. 

Mr. Srevens. Did that company make any specific appeal to you ¢ 

Mr. Girx. That company continuously appealed to me and did 
get adjustments that were in my eyes justified in terms of the criteria 
that had been applied to all other companies in the industry, and they 
were, I would say, a little slow in coming to conclusions on the basis 
of the criteria, and subsequently the 1,450,000-ton figure that had been 
established for the year, which has been protested, I believe there was 
a substantial adjustment in that for them, which was finally con- 
cluded. 

Mr. Warpen. Mr. Glen, would you give us the name of that com- 
pany ¢ 

Mr. Guien. Goodyear Tire & Rubber Co. 

Mr. Wavpen. Shortly after this meeting to which you referred, 
which was held under the auspices or held in the meeting place of the 
Rubber Manuafacturers Association, did you learn that you had been 
replaced as director of the Rubber Division of the National Produc- 
tion Authority / 

Mr. Gien. Well, when I first heard of it, the impending replace- 
ment, was a report from a friend that the vice president of the Rubber 
Manufacturers Association was bandying around in the Washington 
rubber group dinner meeting in December the claim that he was really 
going to do things to me. 

Mr. McCutiocn. Who was this man? 

Mr. Gien. James Sears. 

Mr. McCuiiocu. Of what company ? 

Mr. Gren. Vice president of the Rubber Manufacturers Association. 

Mr. McCotrocn. A trade association 

Mr. Gien. A trade association. 

Mr. Bryson. That was one of these after-hour meetings ? 

Mr. Guien. There is an association in Washington consisting of all 
people that are interested in rubber problems. 

Mr. Kratinc. When were these words bandied about in a meeting 
or one of the informal meetings that we know 7 

Mr. Gruen. I don’t believe it was that kind of an informal meeting. 
It was at h meeting on the up and up. It was a meeting of people 
in industry and in Government—a large number of people—who were 
interested in various problems of rubber. 
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Mr. Waupen. Mr. Glen, I don’t think you have answered my 
question. 

Mr. Srevens. Could we fix the date more specifically, Mr. Glen? 

Mr. Gren. An article had appeared in the Cleveland Plain-Dealer 
announcing that Leland Spencer was to become my successor as 
Rubber Director in Washington, and that I was leaving the position. 

Mr. Watpen. What date / 

Mr. McCutiocu. Who is Leland Spencer ¢ 

Mr. Gren. Leland Spencer is the vice president of the Kelly- 
Springfield Co., who is now Rubber Director. 

Mr. McCutiocu. He came from what town? 

Mr. Guen. Originally from Akron, Ohio, and from Cumberland, 
Md., of course, subsequently as vice president of the Kelly-Spring- 
field, Co. 

Mr. Gorpstern. Kelly-Springfield—is that a subsidiary of Good- 
year ¢ 

Mr. Gien. That is right. 

Mr. Watpen. Mr. Glen, is it your testimony that the first time you 
learned you had been replaced as Rubber Director was after you read 
an article in the Cleveland Plain-Dealer? 

Mr. Gren. I am sorry, I didn’t read it. One who had read it told 
told me about it. 

Mr. Wavpen. The first time vou heard you had been replaced was 
when somebody told you that the Cleveland Plain-Dealer had stated 
that you had been replaced ¢ 

Mr. Gren. That is correct. 

Mr. Watpen. Were you thereafter informed that you had been 
replaced ? 

Mr. Guen. IT was subsequently called into a special session by Mr. 
Glenn Ireland, Assistant Administrator to General Harrison, of NPA, 
and Mr. MeCoy, also Assistant Administrator, and they confirmed 
that Mr. Spencer was to come in as my successor, as Director of the 
Rubber Division. 

Mr. Waupen. They confirmed the fact that had been previously 
stated in the Cleveland Plain Dealer? 

Mr. Guen. They decried that the news had leaked out before they 
had a chance to talk with me, and I asked them, “Well, where does 
that leave me? Am I to be a deputy or what?’” They said they 
couldn’t confirm that, they’d have to talk with Mr. Spencer. And, 
the next day I learned that they had talked to Mr. Spencer and he 
had agreed that by all means I should be his deputy. 

Mr. Wits. You have spoken of several days. Will you try to 
establish the date of the notice in the Cleveland Plain Dealer or the 
conversation with Mr. MeCoy, and the final subsequent date. You 
referred to three different times. We have three periods of time in 
the record and the record doesn’t show the dates. 

Mr. Gien. The article appearing in the Cleveland Plain Dealer, as 
nearly as T can recall—late in December of 1950. It was the day 
after that I met with Mr. Ireland and Mr. MeCoy, and the day fol- 
lowing that, that Mr. Treland called me and told me I was to be Spen- 
cer’s deputy. And, as a matter of fact, a press release was sent out— 
oh, I think I have a copy of that. 

Mr. Witits. Do you have the press release / 
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Mr. Guien. I don’t have a copy of the Plain Dealer press release. 
I do have a copy, I believe, of the press release that was issued by 
NPA that announced that I was to be Spencer's director—deputy, 
rather. That was a press release of January 2, so you can pin this 
time and eventsdown. The press release of January 2 stated : 

The appointment of Leland E. Spencer, vice president of Kelly-Springfield Tir 

‘o., of Cumberland, Md., as Director of the National Production Authority, Rub 
i Division, was announced today by William H. Harrison, NPA Administra 
tor. Mr. Spencer will assume his duties on January 8. Karl W. Glen, who hus 
been serving as acting head of the Division will become Deputy Director. 

Mr. Bryson. Your removal was somewhat similar to the removal of 
General MacArthur. 

Mr. Kearrnc, You had more notice than General MacArthur. 

Mr. Guen. This was January 8 I was announced as Deputy Diree 
tor, and IT was Deputy Director, im fact, I presume for a matter of 
hours and subsequently told summarily I no longer had any connec 
tion with the Rubber Division. I was not to assume any responsibil- 
ity whatever. I was told that I was through as far as rubber was 
concerned, 

The CuatrmMan. In other words, you were demoted to Deputy 
Administrator and in your place was appointed Mr. Spencer who was 
vice president of the Kelly-Springfield Tire Co., a subsidiary of the 
Goodyear Co., and he is without compensation, a WOC man? 

Mr. Grex. That detail Ido not know. The record will show. 

The CuarrmMan. The record shows, as it has been submitted to us, 
that Mr. Spencer is a WOC man. So that you, a full-time Govern- 
ment official or a career man were deposed and your place was taken 
by a WOC man under the circumstances that you have related 4 

Mr. Gien. That is right. 

Mr. Bryson. What difference was made in your pay ? 

Mr. Girx. As Deputy Director I was promised an improvement 
from a GS-15 grade to a GS-16 grade. 

Mr. Kearinc. Higher grade than you were at ? 

Mr. Guen. That is right. As director I was carrying on as Acting 
Director during the period prior to Mr. Spencer’s appointment. 

Mr. Wituis. How long were you Acting Director ¢ 

Mr. Girn. Since the advent of NPA—since September 1950, through 
December 1950. 

Mr. Goupsrein. But you had previously had directorship of the 
rubber program before NPA came into existence 4 

Mr. Gienx. Continuously—yes, sir. 

Mr. Krarine. Let me get this straight. When you were made the 
deputy to the director, which would appear to be a demotion in title, 
you were promoted in pay, is that right? 

Mr. Gurn. Well, I was never accorded the sal: ary or the grade thet 
should be a director’s grade under NPA standards. While 1 was 
Acting Director I was still performing that function as a GS-15 grade, 
which before the advent of NPA was the highest Government grade, 
outside of a few supergrades. 

Mr. Bryson. But you were promised / 

Mr. Gien. I was promised when the official announcement was made 
of my assumption of the deputy’s job—that was, the official designa- 
tion, that I was no longer acting—that the official designation as dep- 
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uty would have entitled me to the standard deputy’s grade of GS-16 
and the commensurate salary. 

Mr. Wituis. I wasn’t here when you began your testimony. Are 
you still Acting Deputy ¢ 
’ Mr. Gren. No. I am now out in the cold and working as a WAE 
consultant to the Department of Agriculture on rubber. 

Mr. Kearinc. What does WAE mean ¢ 

Mr. Guten. While actually employed. 

Mr. Goupstein. Mr. Glen, getting back to the Cleveland Plain 
Dealer story which antedated your official notice, do you happen to 
know whether one of the Washington representatives of the Cleveland 
Plain Dealer is a next-door neighbor tou representat ive of the Rubber 
Manufacturers Association 4 

Mr. Guen. IT have heard that is the case. 

Mr. Goupstetn. Thank you. 

Mr. Waupen. Mr. Glen, you stated that after you were demoted 
from Director of the Rubber Division or Acting Director of the 
Rubber Division, you became Mr. Spencer's deputy. Will vou tell the 
~ubcommiittee exact ly how long you remained as Mr. Spencer's deputy u 

Mr. Guex. Long enough to describe to Mr. Spencer that L was op- 
posed to the strict roll-back to the base period in rubber consumption, 

Mr. Waipen. And how long was that ¢ 

Mr. Gien. A matter of hours, until subsequently he secured the 
services of Mr. MeMillan of Western Reserve University to come to 
the Rubber Division and analyze all the appeals that had been pro 
cessed to see how many T’s were uncrossed and how many I's were 
undotted. On the basis of that observation a justification seemed to 
have been made for my removal as deputy. 

Mr. Wacpen. Was vour resignation requested 

Mr. Guex. My resignation was requested. 

Mr. Waupen. And was your resignation requested within a matter 
of hours after you became Spencer's deputy ¢ 

Mr. Gurenx. 1 was called in at 9 o'clock on the morning of the industry 
advisory committee meeting, which was the first Industry rubber com- 
mittee meeting that Spencer held, and advised that I was not to go to 
that meeting, that T was no longer to be connected with rubber, on 
order from General Harrison. 

Mr. Waupen. How many hours or days after Spencer came in ¢ 

Mr. Guen, A matter of within the week. 

Mr. Waupen. Was that after a Mr. Sterling McMillan had been 
hired to go over and process your appeals ¢ 

Mr. Gien. That is right. Mr. McMillan reviewed those appeals 
with a fine-tooth comb, and on the basis that I would assume no 
businessman who is interested in cutting red tape would stand for 
those criteria—they were retroactive criteria that I had never been 
made aware of and that may have been used in OPA during World 
War IT, which I understand is his basie experience and which had no 
application to practical industry experience. 

Mr. Goupstrern. Is that S. Sterling MeMillan, who made the effi- 
client study in a matter of a few days of all your appeals—so-called 
very efficient study ? 

Mr. Gien. I understand it is he. 

Mr. Krarinc. He is the fellow who sat on those locomotive papers 
for 2 or 3 weeks and was too busy with other things / 
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Mr. Goupstein. I was going to say for the benefit of the subcom- 
mittee, we have had testimony from S. Sterling MeMillan who sat 
on some papers in NPA fora period of several weeks. 

Mr. Srevens. When, Mr. Glen, was Mr. MeMillan directed to start 
his review’ Did he do it before or after Mr. Spencer took office ¢ 

Mr. Guen. He did it soon after and it occurred in this way: I was 
invited to go to Philadelphia for the Poor Richard Dinner in which 
Mr. Charles E. Wilson was awarded the gold medal. I came back 
from that meeting the following day to find Mr. McMillan oceupying 
my office along with me, engaged in some project that I was not made 
aware of. T subsequently found out that he was reviewing the appeals. 
He asked me very, very little in the way of questions to explain any- 
thing. He simply took things as he found them and may or may not 
have found the answers to the problems that needed to be answered. 
As a matter of fact, he didn’t know where to look, but he didn’t ask 
instructions as to where to look. He simply went about the job in 
his own way. 

Mr. MeCuinocu. Did he make a review or a report of this review 
of these cases that you have processed ¢ 

Mr. Guen. I understand that he made a report of his findings to 
General Harrison and Manly Fleischmann and the top staff of NPA, 

Mr. McCutniocu. Did you ever see that report ? 

Mr. Gruen. I never did see that report. I was never given an op- 
portunity to rebut it in any way. 

Mr. MceCuniocn. Were you ever called into any conference by 
General Harrison or any other superior of yours prior to your dis- 
charge / 

Mr. Guex. No. Of course, I was in continuous contact with Gen- 
eral Harrison prior to my discharge and with Glenn Ireland, his 
Assistant Administrator. 

Mr. MeCuttocu. Did either one of those gentlemen ever assign 
anv reasons for your discharge / 

Mr. Guien. Only the study that Mr. McMillan made, as far as I 
get it. 

Mr. MeCun.ocn. That study was over how long a period of time 
again? 

Mr. Gruen. Oh, a matter of a couple of days. 

Mr. Winuis. You never received a copy of the text / 

Mr. Guren. Never received a copy of the study nor given an oppor- 
tunity to explain any of the missing links. 

Mr. MeCutLocn. None of your superiors ever discussed the report 
made by MeMillan¢ 

Mr. Guenx. None. 

Mr. Wituts. Were you discharged by letter? 

Mr. Guten. No. I was requested to resign and depart, and not to 
make anv fuss because it would be foolish 

The CuatrMan. Don’t make any fuss? 

Mr. Giuex. Not to make any fuss because it would be foolish to 
buck NPA. 

The CHatrman. Whio said that ? 

Mr. Guen. Mr. MeCoy said that to me. 

Mr. Goupsrern. That is Horace B. McCoy. 

Mr. Wooc. When was that—after vou resigned? After you were 
let out ? 
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Mr. Gien. At that time I was told that I was persona non grata in 
the Rubber Division. I was not allowed to hold my desk space there. 
I was to depart. They didn’t care where I departed to. I was not to 
have a single thing to do with the Rubber Division. 

Mr. Bryson. In other words, vou became a squatter nunc pro tune 

Mr. Guex, That is right. 

Mr. Waupen. Are you acquainted with the actions of the Rubber 
Division and specifically the actions of those heading the Rubber 
Division in determining the base period and determining appeals 
since your departure ¢ 

Mr. Guen. Quite well. T have been in contact with a number of 
companies who have suffered as a result of the roll-back that occurred 
with the February 19 letter of Mr. Manly Fleischmann, and I con- 
sidered that that roll-back was a very unfair thing to many companies 
in terms of its complete failure to recognize the months of screening, 
of hardships that had gone on before, and it in effect rolled some 
cases, as Was testified in the Senate small business hearing, back to a 
two and a quarter workday week. 

Mr. Watpen. I would just like to point out one or two facts. First, 
was the program you had adopted, which allocated across-the-board 
tonnage, depending on the workweek—was that program abandoned 4 

Mr. Guen, It was. 

Mr. Wavpen. Was the return directly to a flat base period ¢ 

Mr. Gruen. In effect, ves: with some adjustments presumably for 
the strike conditions which were recognized in the criteria of Feb- 
ruary 2 as a justification for adjustments. 

Mr. w ALDEN. Would it be fair to say in summary that the policies 
which vou had enunciated as Director of the Rubber Division were 
rescinded and new policies were adopted ¢ 

Mr. Guen. In my estimation: yes. 

Mr. Waupen. I wish to introduce into the record—then Tam through 
questioning—the Rubber Division Operating Instruction No, 1 issued 
on February 2 by the National Production Authority which states 
that the purpose of the assignment is to review all previous adjustment 
actions for a new determination of each company’s proper base for 
total new rubber, and then proceeds to cite cases that do not represent 
abnormality in this base period, and in certain of those instances re- 
jects criteria established by Mr. Glen. 

(The document referred to follows :) 


Exutrpsir No. 61 
NATIONAL PRODUCTION AUTHORITY 


RUBBER DIVISION 
Washington, D. C. 


Rupper Division OPERATING INSTRUCTION No. 1 
February 2, 1951 
REVIEW OF ALL COMPANY BASE PERIOD ADJUSTMENTS 


Seevron 1. Purpose.—This assignment is to review all previous adjustment 
actions for a new determination of each company’s proper base for total new 
rubber, for natural rubber latex, and for natural rubber excluding latex. 

Sec. 2.) Applicability —The review is to include all companies that have 


filed applications, including for each company all eases of all types. This means 
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that for each company there will be a comprehensive review of natural latex 
GR-S, and butyl cases, as well as all the so-called A cases. 

Sec, 3. General standards.—The policy which should guide reviewers i: 
that base period consumptions as shown in NPA’s statistical records are to be 
accepted as each company’s bases unless there is an affirmative determination 
that there should be an adjustment of the bases on grounds (1) that the bas 
period consumptions were abnormal under the criteria set forth in section 7 
below, or (2) that by reason of the company being a “new business” it is entitled 
to the establishment of appropriate bases. (See sec. 9.) 

Certain types of cases can be immediately distinguished as not qualifying for 
base period adjustment. 

(a) Allocations of rubber to a company for a special purpose. An examplk 
was the granting of extra allowances to certain rubber footwear companies t: 
compensate for heavy consumption necessitated by severe snowstorms: suc! 
allotments should not find their way into hases as adjustments. Where the allot 
ment still has a month or so to run, and the purpose justifies adjustinent under 
currently applicable standards, an adjustment should be handled independently o 
the buse period review and without modifying the base on that account. 

(b) Adjustments granted on behalf of a customer of a company. Such a 
commodations are to be disregarded. 

(¢) Allocations for special programs and adjustments for essentiality reasons 
They should not be included in the bases of the company or companies concerned 
liowever, the amounts allocated should be reported to the statistical section for 
inclusion in monthly calculations. 

It is important that bases not be adjusted on account of any actions of this 
general type. 

In the review for each Company all sources of data and information shall be 
resorted to. It would be quite all right in appropriate circumstances to get it 
touch with the company for clarification or for further information. 

Sec. 4. Relation of base period adjustments to M-2.—The authority to grant 
base period adjustments stems from the Adjustments and Exceptions sec 
tion in M-2 where it is stated that “undue and exceptional hardship not suf 
fered generally by others in che same trade or industry” is grounds for an appli 
cation, In most cases such a claim would be grounded on abnormality of the 
applicant’s base period consumptions. It is the responsibility of the reviewe) 
to determine whether the company qualifies for adjustment as being a case of 
“undue and exceptional hardship.” 

Sec. 5. Cases that do not represent abnormality in the base period.—The follow- 
ing is not an all-inclusive list, but does set forth the most Common types of cases 
which do not meet the agency standards. 

() Shifts in important volume contracts, such as loss of an important con 
tract shortly before the base period. 

(6) Growth in volume of business over the base period or longer. A base period 
is not abnormal because it does not fully reflect the acquisition of new business 

(c) Added production resulting from use of previously idle equipment or added 
shifts of operation. 

(7) Seasonal fluctuations, since the base period covers a full year. 

(e) Acquisition of or merger with a defunct business or one with low base 
period consumptions. Of course the bases, if any, of the company acquired are 
to be included in the merged company’s figures, but no adjustment of such totals 
is justified. The new combination does not constitute a “new business” which i- 
entitled to special treatment, 

(/) Introduction of a new product by an established rubber consumer, unles- 
there is persuasive evidence that a substantial financial commitment had been 
nade for the new product prior te August 25, 1950. Aside from exceptions, 
company should be expected to handle manufacture of a new product from its 
regular permitted consumption if it wishes to add it to its line. 

Sec. 6. Cases based on claim that the industry was depressed in the bas: 
period, Where one company contends that the industry in which it is engaged 
Was operating under depressed conditions in the base period the presumption is 
that competitors were also “depressed.” Clearly it then follows that the hard 


‘ 


ship, if it exists, is “suffered generally by others” and so is excluded from relict 
under the provisions. However, the industry as a whole may merit consideratio! 
for adjustment on grounds for essentiality in the pnblic interest. Such cases 
should be referred to the chief of the section. 

Sec, 7.— Cases that may qualifu as abnormal base periods—It is possible 
although by no means certain, that applications based on the following can be 
determined to represent abnormality in the base period. 
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(a) Extended shut-down during the base period occasioned by a prolonged 
labor dispute, The strike may have been against the applicant or against a princi- 
pal customer, It is hardly reasonable that an interruption due to a labor dispute 
of less than one month could affect rubber consumptions enough to make them 
abnormal. The effects on consumption may be marked enough in longer shut- 
downs to justify adjustment. 

(b) Extended shut-down due to fire, flood, or other catastrophe. 

(¢) Interruptions and prolonged slow-downs in operations due to continuing 
or recurring technical difficulties. Reference should be made to industry tech- 
nicians for advice on these cases and for estimate of the effects. Do not confuse 
these with new business or new product cases. 

(d) Shut-down during the base to permit plant conversion or move to new 
location where there was larger than usual consumption of rubber in the months 
prior to the base period to build inventory in anticipation of the shut-down. It 
is necessary to ascertain that consumption was “borrowed” from the base and not 
made up. In making the adjustment the base should be extended to include the 
earlier months so as to average out consumptions. 

(¢) Businesses begun shortly before the base, say after January 1, 1949, and 
up to June 30, 1949. Care should be exercised in handling such cases. Some al- 
lowance is in order where technical difficulties had not been overcome by July 1, 
149, and where extreme tinancial hardship will result if a moderate adjustment 
is not granted. It is hard to see where large adjustments in percentage can be 
substantiated in view of the 1-year length of the base period. 

(f) Exceptional hardship, ordinarily financial, from requiring adherence to the 
base period: Most will involve substantial investments to expand plant and equip- 
ment. If there is persuasive evidence that a substantial financial commitment 
had been made prior to August 25, 1950, which without a base adjustment would 
leave the company in a position of extreme hardship, an adjustment to relieve the 
hardship is proper. Other exceptional hardship cases that seem meritorious may 
be referred to the Director of the Division. 

Sec. 8. Determination of amount of adjustment—The first proposition is that 
the company should not be cranted any base higher than it requested. It is to be 
recognized that many companies approacht the problem of an application as a 
bargaining process; judicious analysis, often with consulation with industry 
technicians, can serve to reduce inflated requests. Experience in the months 
and vear prior to the base period (but never after it) can serve as a guide in 
many cases. However, it is not intended that bases reflect ideal conditions, and 
since most companies in the course of 12 months will have slack periods, minor 
shut-downs, and other events unfavorably affecting volume, it should be the en- 
deavor of the reviewer to establish a level in line with conservative expectations, 
not the optimum. 

In the interests of expeditous handling, actions on companies with small con- 
sumption may be completed without seeking the same degree of precision as on 
others. The same standards should be applied and deviation from the criteria is 
not justified on the grounds of smaliness: however, less extensive investigation 
is acceptable. 

Sec. & Rstablishment of base periods for new businesses.—The strict defini 
tion of “new business” is a company that began consuming rubber after June 
30, 1950. As a practical matter, however, the problem of any company that 
becan operations after July 1, 1949. is in greater or less degree one of estab- 
lishing base-period figures that equitably overcome the penalty of including 
months with noe consumption or limited pilot-run consumption in the caleula 
tion of the bases. 

Reference to industry technicians is advisable in most enses. The objective 
is to establish a base reflecting a moderate, reasonable level of operation (but 
not full-scale or one that assumes full success in marketing the output). 

Any business entered into after August 25, 1950, the date of the issuance of 
t-1 (by which is meant that no substantial financial commitment was made be 
ore that date), can be considered as “on notice” that future supplies of rubber 
vere not assured. While all business undertakings run the risks associated with 
hese uncertain times, it is especially true of a rubber-using venture in recent 
months. On this ground it is not unreasonable to restrict a new enterprise 
indertaken after August 25, 1950, to a permissible consumption of rubber and 
allocations of synthetic to output that is essential and is either in the interest of 
the national defense or is in the public interest. . 

Sec. 10. Establishment of base for companies not reporting consumptions in 
the base.—Companies may not have reported because consumptions were small 
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and below the minimums set in the order. The figures now submitted may be 
accepted. If a company’s consumption figures should have been reported a ques 
tion or noncompliance arises. However, unless there is reason to suspect their 
accuracy, the figures can be adopted as the bases. Where the NPA records are 
incomplete and the company has supplied the missing data the base records 
should be corrected. This would not be an “adjustment.” 

Sec. 11. Treatment of businesses where redetermination of bases under this 
progra mmay cause hardship.—(1) Any company that had received a very sul 
stantial adjustment which was largely or entirely canceled in the review is likely 
to face real hardship if required abruptly to cut back from an expanded level ot 
cousumption permitted by the adjustment. In dealing with such cases, the first 
step is to ascertain actual consumption from current reports in our Statistical 
Section, since some Companies have not utilized their permitted allotments. Then, 
where it is found that a company in good faith expanded substantially as per 
mitted, two possibilities exist : 

(a) Temporary hardship. Where a company has not made a substantial finan- 
cial commitment, but where some labor dislocation and operation problems 
will cause temporary hardship, the NVA should not require immediate return 
to the base period. A period of not over 3 months should be allowed to effect 
readjustment in operations. 

(b) Extreme hardship associated with a substantial financial commitment 
made in good faith after being granted an adjustment. Where the commitment 
was in good faith the NPA must be very cautious about imposing a full “roll 
back.” Evidence of a substantial financial investment and of operations under- 
taken in good faith are grounds for setting bases higher than otherwise would 
be justified. Caution should be exercised, however, to set the base only high 
enough to relieve the hardship, taking into account actual usage, the financial in- 
Vestinent, and the nature of the company’s business. Also, effect should be given 
to the relief given all companies by this base-period review program, 

(2) For those companies where data on base-period Consumptions are miss- 
ing or fragmentary, the review results in the determination of a base of zero 
or a nominal amount. In such cases special treatment is necessary so that firms 
will not be subject even to temporary hardship. A communication should be 
sent to each company requesting submission of base period consumption data. 
Upon receipt of the data proper bases can then be established ; moreover, any 
cases then involving either requests for adjustment of bases or application for 
more rubber on grounds of essentiality can be given appropriate consideration. 

(3) Very smail consumers of rubber in many cases are also small enterprises. 
Any reduction in their permitted consumption resulting from cancellation of 
adjustments is likely to cause hardship. However, this hardship would ordi- 
narily be attributable to the fact that their being small gives them limited 
flexibility for adapting themselves to controls. Since it is contemplated that 
this hardship will be relieved by a general action setting a figure of permitted 
use of 25,000 pounds per quarter below which restrictions on usage do not apply, 
it is not necessary to treat these situations on a case by case basis. They should 
be given adequate relief by the contemplated general action. 

Sec. 12. Procedural routines —Company files are to be reviewed in alphabetical 
order. A sulimary analysis sheet, the form now used in the Division, is to be 
employed for recording the name of the company, numbers of cases examined, 
disposition (including the bases for total new rubber excluding natural latex, 
for total natural latex, for total dry natural rubber and for GR-S), justification 
for the action, date of review, and initials of reviewer. 

As the analyses of cases ure completed the files should be turned over to the 
Director of the Division for his review. After review and approval of the 
determinations, the figures are to be transferred to summary sheets showing 
original base-period data for the principal bases for each company. Also, 2 
list should be prepared of all companies where the result of the redetermination 
is to reduce the base figure by more than 50 percent from the companv’s base 
as it had been adjusted by previous actions. This is for the purpose of handling 
the hardship cases referred to in section 11. 

Cases where companies have claims for adjustment not pertaining to the 
hase but pertaining to grounds of consumption being essential as in the interest 
of the national defense or in the public interest should be segregated so that 
uppropriate consideration can be given to adjustment on these grounds. How- 
ever, actions taken in such cases ordinarily will not alter the bases but will 
take the form of specifically permitting at least the level of consumption deemed 
necessary to meet the essential need. 
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The final step is to transfer the base determinations to the letter order which 

will be the official notification over the Administrator’s machine signature. 
L. E. SPENCER, 
Director, Rubber Division. 
Approved : 
H. B. MeCoy, 
Assistant Administrator, National Production Authority. 

Mr. Waxpen. I also wish to introduce a letter, of the National Pro- 
duction Authority dated February 19, 1951. Mr. Glen, referring 
to this letter of February 19, do you know if this was sent to all 
rubber-producing companies ¢ 

Mr. Gurex. Yes: that was addressed to all rubber-producing com- 
panies and all rubber consumers. 

Mr. Waupen. What did it do in effect ? 

Mr. Gren. In effect it rolled them back to the base period effective 
in the subsequent month of March. 

Mr. Waupen. I wish to insert that letter and the attachment into 
the record, 

The Caiman. It will be accepted. 

(The document and attachment follow :) 


Exuisir No. 62—A 





DEPARTMENT OF COMMERCE, 
NATIONAL Propucrion AUTHORITY, 
Washington 25, February 19, 1951. 

GENTLEMEN: AS more fully explained in the enclosed statement by Mr. L. E 
Spencer, Director of our Rubber Division, we have now completed a thorough 
review of the base-period consumption of new rubber by each reporting company 
in the industry. This review was necessary in order that uniform standards 
might be consistently applied to all companies. 

We have concluded, after such review, that your figures for base-period con 
sumption, as they may have been heretofore adjusted by the NPA, must be revised 
as indicated below. 

Accordingly, pursuant to the Defense Production Act of 1950 and the Rubber 
Act of 1948, and in accordance with Order M-2, as amended, your base period 
consumption—i. e., for the year ending June 30, 1950-——for the purposes of com 
puting your permitted consumption of new rubber under Order M-—2, as amended, 
is hereby established as follows : 


Kind of rubber: Annual base in pounds 
Total new rubber excluding natural rubber latex 
2a Gey macersl raveer._.............<. 
Total butyl__- = : lanes ates 
Total other synthetic (GRS, neoprene, N and S types, ete.) 


Total natural rubber latex ie alk al 
Very truly yours, 
MANLY FLEISCHMANN, Administrator. 


Exutnir No. 62-B 


DEPARTMENT OF COMMERCE, 
NATIONAL Propucrion AUTHORITY, 
Washington 25, February 20, 1951. 
Re: New RHC Consumption for Civilian Purposes—NPA Order M-2. 
To All New Rubber Consumers: 

A complete reexamination of the bases of permitted consumption of new rub- 
ber hydrocarbon by each consumer in the industry has now been completed by 
a staff of Government analysts. 

Before making this review the NPA carefully considered the possible grounds 
under which a company might qualify for an adjustment of its base period. 


SUSG1 m1 ser. 1 pt. 4 nf 
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Standards for uniform treatment of all companies in like situations have been 
established. These are NPA standards, and so that you may be fully informed 
as to the basis on which your and all other company files were reviewed, these 
NPA standards are attached. 

Asa result of the reexamination, the NI’’A industry adjusted total base of new 
RHC (excluding latex) has been reduced from over 1,430,000 long tons as of 
January 11, 1951 to 1,076,110 long tons as of February 19, 1951.) This has the 
effect of increasing the industry’s permitted consumption from 76 percent of 
the former base for March 1951—as indicated in M—2, dated February 1, 1951—1to 
9 percent of the February 19, 1951, NPA adjusted base for that month. On 
the same basis, the permitted consumption of dry natural rubber for March 
would increase from 35 to 48 percent, 

The latex base has been adjusted upward by NPA from the original base 
(July 1, 1949, to June 30, 1950) of 44,897 long tons to 51,020 long tons, most ot 
which is represented by new users or for new purposes so that in effect an in 
creased usage over base period of 15.68 percent results for that industry. 

New bases have been established for all consumers within the definition of a 


“consumer’ as stated in M—2, as follows: 


Industry base 


{In long tons] 


Original (July NPA redeter 


1, 1949, toJune mination, Feb, 

0, 1950 19, 1951 
Potal new rubber (exeluding natural latex --- 1, 044, 762 1, 076, 110 
Total dry natural rubber - 608, 985 622, 579 
fetal butvl ; _ 53, 315 53, 315 
Total other syntheties (GR-S, neoprene, N and S types, ete.)..---- S84, 462 400, 216 
Total natural rubber latex -- - #4, 897 | 51, 020 


Your proportion of total dry natural rubber and total other synthetics (GR-S 
neoprene, N and S types, etc.) will necessarily be altered by your adherence to 
the new end-product specifications governing the use of natural rubber, which 
will be issued by NPA and become effective March 1, 1951. 

Since these relationships will vary by consumer depending upon the end prod 
uct he manufactures, the exact breakdown of your usage between natural and 
synthetic cannot be known by us. However, we will proceed with tentative 
March allocations of GR-S according to the information presently available to us 

Within your total new rubber consumption permitted, you are allowed to 
revise the relationship of the “natural dry rubber” and “total other synthetics” 
to enable vou to adhere to the new end-product specifications effective March 1, 
1951, provided you have made application to this office and are in receipt of such 
approval (machine signature by the Administrator). Prompt handling of such 
applications may be expected. 

It was noted that many small and/or new customers are not on record with 
this office in accordance with the requirements regarding reports of consumption 
as stipulated by the M-2 regulation. In such cases, we have made tentative 
determinations pending receipt of properly documented information as required 
by M-—2, and it is expected that some further adjustments of such bases may be 
in order. Again, such causes will be handled promptly, within staff limitations, 
upon presentation of the necessary background information to this office. 

March, and to a lesser extent the second quarter, allocations of GR-S may 
vary somewhat from your formula share above in order to facilitate an orderly 
transition to the new bases. It is anticipated that your third-quarter Consump- 
tion will conform to the formula quantities indicated herein. 

The provisions for “adjustments and exceptions,” section 19 of M-2, effee- 
tive February 1, remains in effect. Actions on such requests in duplicate by a 
review committee in this office will be based upon the same criteria (attached) 
as Was used in the review mentioned above. 

In connection with applications for changes in bases, you should indieate, in 
addition to other complete information, the number of employees on your payroll 
that were affected by the amount of total new rubber consumed by you for each 
of the four following perids: July 1, 1949; January 1, 1950; July 1, 1950; Janu- 
ary 1, 1951. 
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We take this opportunity to remind you that present NPA regulations are 
bused on the guiding principle that each manufacturer will distribute his pro 
duction equitably amongst his customers; that distributors, wholesalers, and 
retailers will follow through in the same manner, 

Your cooperation toward attaining these objectives will help considerably 
toward avoiding burdensome controls and insure equitable distribution to all 
consumers of rubber goods. 

Sincerely yours, 
L. EB. Spencer, Director, Ruther Dirision 

Mr. Winwis. Mr. Glen, might IT ask you how much time elapsed be 
tween the time Mr. Sears told you they were goig to do something to 
you and the time something was actu: ally done? 

Mr. Guex. Mr. Sears didn't tell me. 

Mr. Wituts. You did say—-— 

Mr. Gruen. | heard it from a friend that a friend had been told. 

Mr. Witiis. How much time intervened / 

Mr. Gien. A matter of a couple of weeks. 

Mr. MeCunrocn. Is Mr, Sears a full-time employee of the Rubber 
Manufacturers Association / 

Mr. Guen. Yes: and, incidentally, was my former boss as Director 
of the Rubber Bureau back in CPA days. 

Mr. MeCuivocn. One more question. When you left Goodyear 
Rubber & Tire Co., did you leave voluntarily / 

Mr. Gienx. LT was actually assigned to this Washington job by the 
Goodyear Rubber & ‘Tire Co. 

The Cuairman. Is Mr. Spencer still Director of the Rubber Divi- 
sion ¢ 

Mr. Gien. Yes. 

Mr. Goupsters. Mr. Glen, Vd like to go back a moment in your 
testimony. You spoke of the fact it was rather hopeless to disagree 
with Mr. McCoy when this directive came down with this order to 
prepare new regulations. Ud like to ask you if your statement was 
in part based on other incidents? For instance, was there a time when 
the international group which handled rubber demands for various 
countries promulgated an estimate for the Umited States of some 
900,000 long tons—925 or 975% Did that occur in 1948 or roughts 
thereabouts ¢ 

Mr. Grex. The international rubber study group meets each year 
in the spring of each year and gathers statistics regarding rubber 
consumption for all consuming countries and also establishes produc 
tion of rubber statistics for all producing countries—natural rubber 
producing countries—and they establish an official figure for each 
ase 3 s projected consumption for the ensuing year, and in the 
year 1950 did establish a figure of 975,000 tons as the projected rubber 
consumption in the United States. 

Mr. Goupsreix. Did you at some point convene a group made up 
of the statistical representatives of the advisory committee that you 
had established, to discuss whether or not this estimate was accurate / 

Mr. Guen. In June of 1950 or prior to June of 1950 it became ap- 
parent to me that rubber consumption in the U nited States for thie 
year 1950 could not possibly stay within the 975,000 long tons. I felt 
a responsibility to all rubber consumers, in terms of many smaller 
companies not maintaining adequate statistical and economic staffs, 
to analyze such figures and publish them. We in government, being 
in the center of things, certainly should be in a position to advise 
them of what was going on from the supply and demand standpoint. 
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In fact, we felt it our obligation to keep them advised. And by May 
it Was apparent that the consumption for the year would run over a 
million tons, substantially over a million tons, instead of 975. It 
was further obvious that the statistics on world supply of rubber 
showed stocks were going down and the availability of rubber was 
thus being decreased. Well, if the figure on consumption in this coun- 
try was going up at the same time world stocks were going down, it 
would indicate there would be a tighter supply-demand situation 
before the end of the year, and we felt all the companies should be 
advised, so I convened a meeting of the industry advisory committee 
statistical subcommittee. 

Mr. Goupsrers. And that statistical subcommittee did arrive at a 
larger figure for the estimated demand of the United States; is that 
correct / 

Mr. Guex. That is right. A compromise in our view in govern- 
ment and the view of the principal companies involved in the statis 
tical subeommittee was that the better estimate for the year 1950 
would be 1,150,000 long tons. 

Mr. Goupsreix. These statistical people from the companies that 
met with vou, were they supplied to the subcommittee by the smaller 
companies or the larger rubber companies ¢ 

Mr. Guex. Well, the only companies that maintained statisticians 
that can contribute anything m such a study are the larger companies. 

Mr. Goupsrern. Now, therefore the statisticians of the larger com- 
panies knew what the rubber demand would be, so that information 
could be of use in purchasing ahead, so they would not have a shortage 
of supplies; is that correct 

Mr. Giex. Yes. They for the first time had a meeting of minds on 
a point of high economic importance to all of them. 

Mr. Goupsrrerx. Did you wish to make that information equally 
available to the smaller rubber companies so they could also gage 
their demand schedules ¢ 

Mr. Guen. As I had done in the year 1948, in midyear 1948, I re- 
vised the figure for United States consumption—projected consump- 
tion. I intended to do the same thing in the vear 1950 after this 
meeting. 

Mr. Gotpsrern. Well now, sir, did anyone interfere with you in 
making that information available to the smaller rubber companies / 

Mr. Guen. I was ordered by Mr. Me¢ ‘oy not to publish that figure. 

Mr. Gotpsrern, So the smaller rubber companies would have no 
information upon which to gage their demand for rubber during the 
rest of that vear / 

Mr. Guiex. They would be operating blind in comparison with the 
companies who had participated in the meeting and would not be in a 
position to defend themselves against the impact of the purchases by 
any of the companies that knew some of the facts there and would be 
left dependent strictly on spot and near-term rubber as a means of 
supporting their consumption: and, while they might or might not 
have followed the advice, if it had been given to them, there would 
have been an opportunity there for them to save themselves a major 
impact as far as supply and demand is concerned during that year. 

Mr. Goupstein. Thank you, Mr. Glen. 


Mr. Wituis. Coming back to your removal, you testified that you 
were not given a letter of discharge, you didn’t see a report. Was 














STUDY OF MONOPOLY POWER d15 


there any discussion with Mr. MeCoy when he discharged you that 
you were out of harmony with governmental policy or you were 
prejudiced to certain segments of economy? Did he say anything? 
I can’t understand. What did he say? What reasons did he assign / 

Mr. Guen. He assigned none. 

Mr. Wituts. In fairness to you, you'd better say something for the 
record here. You give the appearance of a raw deal here. You don't 
justify yourself or defend yourself. 

Mr. Guen. He gave no reason. IT sought a reason, and T asked him 
whether there was any challenge to my integrity, and he said “No,” 
and I said, “Well, was there any other reason given?” He said, “No; 
it is just an order” that he was unhappily obligated to execute. 

The Cuamman. Mr. Glen, I dont want to be unfair. Would you 
say it was a fair inference that your dismissal was caused because you 
had sought to get justice for the smaller operators, and that you, in 
the estimation of those who had authority to dismiss you, were not 
favoring the big operators, particularly the Big Four? 

Mr. Gurn. Well, I'd put it this way. T had no trouble with any 
members of the Big Four to my knowledge. If any of them were 
unhappy, they never so indicated to me: and they were unwilling to 
directly approach their problems, if they had any, apparently, and 
so what they could not feel—they did not feel interested in approach- 
ing directly, they apparently decided to approach indirectly. 

The Cuamman. In other words, what they couldn't do directly by 
approach to you they sought to do indirectly; is that it / 

Mr. Guen. Presumably. 

Mr. Stevens. Mr. Glen, didn’t you say earlier Goodyear had made 
certain appeals challenging certain phases of the order, and you had 
granted some relief ? 

Mr. Gren. For instance, Goodyear had the problem of the Chrys- 
ler strike. An adjustment was made for that. 

Mr. Srevens. That appeal was made to you? 

Mr. Guen. Yes. 

Mr. Sreven. You made that adjustment / 

Mr. Guenx. Yes. 

Mr. MeCutnocu. Were they satisfied with that adjustment / 

Mr. Guenx. At that time they were satisfied. They had other prob- 
lems that concerned the capacity approach. For instance, their plio- 
film facilities were in the process of expansion. I granted them the 
rubber required to support that expanded facility, and that food-pack- 
aging element is a very important segment of our over-all food 
economy. 

Mr. MeCutnocu. Were they satisfied with that decision / 

Mr. Guten. They were as far as I know, and subsequently made other 
general appeals which I would not grant on general terms, asking them 
to reduce that down to the standard 36 hours parity workweek; and 
they indicated, of course, that they had no appeal on that basis, that 
they were already operating on that basis. said, “Well, that is our 
basis of operation.” They subsequently made several other attempts 
at appealing on a general ‘basis and finally did get down to analyzing 
their operation on the standard 36-hour workweek parity basis and 
did find they were entitled to some small adjustment, and for them 
a small adjustment is considerable tonnage. 
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Mr. McCutioven. Was that adjustment made / 

Mr. Guen. That adjustment was agreed with me on the basis of 
of standard formula. I was stopped from making it because my 
superiors in NPA had shut down on adjustments, let's say, in Novem- 
ber and wouldn't permit any adjustment to be made for any cause; and 
it was not until January, until the permits were out for January, | 
was enabled to make that adjustment on the basis of standard criteria. 

Mr. McCutx.ocnu. Did you criticize, during the time that you were 
the Acting Director, any or all of the so-called Big Four ¢ 

Mr. Guex. No; I never criticized anybody. 1 tried as nearly as 
possible to deal with the problems involved as objectively as 1 could. 

Mr. McCuntsocu. And you did not criticize them either officially 
or unofficially ¢ 

Mr. Guen. No. 

Mr. MeCunxvocu. Either during the hours that you were at- work 
or in this after-hour activity that seems to be so prominent in Wash- 
ington / 

Mr. Guex. No: and I never criticized them since. My whole prob 
lem is one of dealing with a problem of this kind in as objective a 
manner as possible. 1 feel that is an obligation of a Government ad 
miinistrator. 

Mr. McCutiocu. Did you have any feuds with any of these rubber 
manufacturing concerns before or during the time that you were 
Acting Director? 

Mr. Guien. Never. 

The Cuamnman. Did you hear or know of any complaints which 
were filed against your conduct as Acting Director / 

Mr. Gruen. I have never been made aware of any. 

Mr. Srevens. Mr. Glen, first Ud like to ask if you know who directed 
Mr. MeMillan to make this review of your work / 

Mr. Gienx. I only know this: That from a divisional operating 
standpoint Mr. McMillan could not have come in if the Director had 
not asked him to. 

Mr. Srevens. That would be Mr. MeCoy / 

Mr. Guex. That would be Mr. Spencer. 

Mr. Srevens. I understood you earlier to say that Mr. MeMillan 
began his work before Mr. Spencer assumed office / 

Mr. GLEN. It was practically simultaneously, although Spencer pre- 
ceded McMillan by a relatively short time. 

Mr. Srevens. It is your understanding that Mr. Spencer asked him 
to make the study / 

Mr. Guex. Mr. Spencer denies that he did. I don’t know. 

Mr. Srevens. You really don’t know? 

Mr. Guten. I really don’t know. 

Mr. Srevens. Id like to ask you one or two more questions about the 
regulations. There are a few things I didn’t understand about the 
parity workweek. Did I correctly understand you to say that it was 
your opinion that the workweek in Akron should be based on a 36- 
hour week and the rest of the country, or at least another part of the 
industry, should be based on a 40-hour week ? 

Mr. Guien. That is right. 

Mr. Srevens. Would that mean companies using a 40-hour work- 
week would be allowed more than those who used a 36-hour workweek ? 
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Mr. Guen. Actually no; it is just reversed from this standpoint. A 
company working all of its shifts on a 36-hour basis thus gets support 
for 24 hours of work on a 6-day workweek basis. Now, that is one 
more day, one more 24-hour period, than the company that is working 
its shifts on a 40-hour workweek basis because they get only 5 days of 
support on a &-hour shift basis. So the Akron companies—the Big 
Four, if you will—did get a bonus on the basis of my formula on a 
standard 36-hour workweek, which I considered to be the fairest com- 
promise on the particular original equipment problem. The original 
equipment problem is this kind of a problem, that they had a record 
boom in automobile production to support on the basis of tire require- 
ments. We all realize the importance of the automotive industry to 
oureconomy. If we shut down the automobile industry by preventing 
them getting tires, we shut down a great segment of your economy. 
I considered IT could justify with all the balance of the industry the 
establishment of a parity workweek based on what the workmen 
would get in terms of a fair workweek of 36 hours when the rest of the 
workmen were getting 40 hours in the industry. 

Mr. Stevens. As I understand, the 36 hours would be actually more 
beneficial to the Akron companies ¢ 

Mr. Guenx. That is right, and to Detroit, which is also on a 6-hour 
shift basis. 

Mr. Srevens. So, in other words, you are in favor of using this 
choice between 36 and 40 hours, and you are at least being fair to the 
big companies, you would say ¢ 

Mr. Gien. I thought so. 

Mr. Stevens. All right. Id like to ask one other question. This 
parity workweek type of approach would be, in a fairly fundamental! 
sense, quite different from the standard base-period approach which 
had been recommended by the industry; would that be correct 

Mr. Guien. It would not match that recommended by the industry 
committee. If vou had selected a base period that was representataive 
of capacity operation of the industry, such as I used in my allocation 
of GRS in 1948 when I selected the fourth quarter of 1947 as my 
base period, it would have matched. T bet I didn’t have a hundred 
appeals from that allocation of GRS. I selected a base period that was 
representative of the capacity or parity workweek for everybody. 

Mr. Stevens. In other words, the factor which you felt should be 
controlling was not what they happened to produce, but rather the 
capacity during the peak period and the parity workweek ¢ 

Mr. Guen. Giving each company the opportunity of selecting its 
alternative base period, either another year or the first 6 months of 
1950 or some other period basis of determining its capacity as demon- 
strated by its records. 

Mr. Srevens. In other words, you tried to correct the inequities in 
industry's proposal by handling the appeals to conform to the prin- 
ciples which you thought were fair / 

Mr. Gien. That is right, and which I have considered conformed to 
the Defense Production Act. 

Mr. Stevens. Yes: I understand your testimony in that regard. 

Mr. Guen. My obligations under it. 

Mr. Srevens. Then, in effect, you did not promulgate a new regula- 
tion, but you tried to handle the situation through the appeal proce- 
dure. After your removal, as | understand it, there was no longer any 
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attempt to follow through on your policy; they went back to the rather 
automatic base period which had been selected by industry / 

Mr. Gien. To illustrate the effect of that—— 

Mr. Stevens. Is that correct / 

Mr. Guen. That is right. 

Mr. Srevens. Thank you. 

Mr. Gren. As Mr. Walden said, what has been the circumstances of 
the companies that were affected by that and the administration of 
the Rubber Division have attempted to be fair in handling the appeals 
of the companies that were affected by that February 19 letter. I am 
sorry to say that the attempt they have made to handle those appeals 
has been rather weak, and in many cases they have been 5- and 10-cent 
adjustments where the company’s needs are nowhere nearly ade- 
quately met. 

The Cuatrman. The names of Horace B. McCoy, Leland Spencer, 
and 8S. Sterling McMillan having been mentioned here this morning, 
if any one of those gentlemen or all of those gentlemen feel in any 
way grieved, they have a perfect right to come here and express their 
opinions with reference to whatever may have been said concerning 
them this morning. I make that as a public announcement for these 
gentlemen. 

And, after the question which Mr. Walden proposes to ask the 
witness, we will adjourn and will hear J. F. McCann, assistant treas- 
urer of the Dunlop Tire & Rubber Co., of Buffalo, and Harry W. 
McCreary, president of McCreary Rubber Co., of Indiana, Pa. We 
will adjourn until 2 o'clock. 

Mr. Warpen. Counsel just raised a point as to your policy as com- 
pared with the policies adopted subsequent to your leaving. I just 
want to ask you, if a company, for example, had lost one of its major 
contract purchasers during the base period under your method of 
adjustment, would you have built up that company so it continued 
to operate / 

Mr. Gruen. T had that as a practical experience with a number of 
companies. I did not raise them up to their capacity as demonstrated 
before they lost that account. I compromised that figure as to what 
would be a fair basis, what could they live with as a basis until we 
had enough rubber to support them on an all-out basis. One prime 
example is the Dunlop Tire & Rubber Co., that lost the Sears, Roebuck 
Co. account during the base period. It left them rather high and dry 
as far as the rubber consumption until they found new customers. 

The Couples Co. in St. Louis, a small tube company, also lost the 
Sears, Roebuck contract after about 20 years. I can think of nothing 
more monopolistic than to hold that company down to the position 
it finds itself in after losing such a major account. 

Mr. Watpen. Is it correct to say this order—directive—which was 
dated February 2, which I entered into the record previously, specifi- 
cally states the fact that a company that has lost a major contract 
customer will be given no consideration whatever in determining an 
appeal ¢ 

Mr. Gurex. That is No. 1 criteria. Iam ashamed of it in the utmost. 
The small companies are in difficult enough position without having 
somebody step on them in that way. 

The CHateman. Thank you, Mr. Glen. You have made a very 
splendid record here, and we appreciate your coming. 
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(Whereupon, at 12 noon, the subcommittee recessed until 2 p. m. 
of the same day.) 
AFTERNOON SESSION 


Present: Representatives Celler (chairman), Bryson, Keating, 
McCulloch, Hillings, and Willis. 

Also present : E. Ernest Goldstein, John Paul Stevens, and Jerrold 
L. Walden. 

The Cuamman. The subcommittee will come to order. 

Our first witness, as announced this morning, will be Mr. McCann, 
of the Dunlop Tire & Rubber Corp. Mr. MeCann, will you come for- 
ward and be sworn. 

(Whereupon Mr. McCann was duly sworn.) 


STATEMENT OF J. F. McCANN, ASSISTANT TREASURER OF THE 
DUNLOP TIRE & RUBBER CORP. 


The Cuamman. Give your name, address, and your affiliation. 

Mr. McCann. My name is John F. MeCann. I am the assistant 
treasurer of the Dunlop Tire & Rubber Corp., whose main office is 
in Buffalo, N. Y. 

The Dunlop Tire & Rubber Corp. was incorporated in the State 
of New York in 1919. It has been in continuous operation in that 
same locality since January 1923. We operate two plants, one at 
Buffalo and one at Utica. The Buffalo plant produces tires and tubes 
for automobiles, trucks, and tractors: golf and tennis balls; and 
cushioning materials made of Foamlatex. At the Utica plant we 
produce the tire fabric from which we make our tires. 

Our tires and tubes in the consumption of rubber represent a little 
over 90 percent of the total. In dollar volume it represents a little 
bit under 90 percent. Our tire and tube business is 9 percent re- 
placement business. By that IT mean we sell tires to dealers who in 
turn sell them to the consuming public. We do not make any tires 
except a few truck tires for original equipment, when they are so 
specified by some purchaser. 

We are not a big company; we are very small. In fact, our con- 
sumption of rubber for 8 years, leaving out the four war years, tak- 
ing the years through 1938 to 1941 and 1946 to 1949, we consumed 
1.4 percent of the total rubber consumed by the rubber industry. I 
mention this to compare us with the four large companies, who dur- 
ing that same period consumed somewhere between 65 and 70 percent 
of the total rubber consumed. 

Mr. Bryson. You use considerable textiles, do you not? 

Mr. McCann. Considerable what / 

Mr. Bryson. Textiles, cord ¢ 

Mr. McCann. Yes: we make our own cord: that is. the greatest 
part of it. . 

Mr. Bryson. Do you have your own cotton-processing factories ¢ 

Mr. McCann. Yes: at Utica. 

Mr. Bryson. At Utica, N. Y.? 

Mr. McCann. Yes, sir: that is right. 

Mr. Stevens. Do you know how your company rates in the in- 
dustry ? 

Mr. Gotpsrern. In size? 
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Mr. Srevens. In size, I mean. 

Mr. McCann. It will vary, possibly, from eighth, ninth, tenth, and 
eleventh position. Of course, right now we are under a very severe 
handicap, and [ don’t know just where we are. 

Mr. Bryson. Goodyear is the largest, isn’t it / 

Mr. McCann. Yes, sir. 

Mr. Gouipsrers. When you say eighth to eleventh, you are thinking 
in terms of the tire industry and not the rubber industry. 

Mr. McCann. That’s right: tires and tubes. 

Mr. Govpsrern. And there are about 20 tire-and-tube manufac- 
turers ¢ 

Mr. McCann. That’s right, approximately. 

Mr. Govpsrein. You were present this morning when we had test) 
mony from Mr. Earl Glen on various allocation programs for rubber / 

Mr. McCann. Yes, sir. 

Mr. Goupsrern. I would like to ask you whether or not you were 
nvited to attend the meeting of the so-called 19 rubber consumers 
which led up to the presentation of the proposal which was the first 
rubber order issued by Commerce, in August of 1950, 

Mr. MeCann. No: nor nobody from our company was present when 
that proposition was made, 

Mr. Goupsrern. Did you know there was such a meeting, sir/ 

Mr. McCann. No, sir. 

Mr. Gorpsrern. Did you afterward learn there was such a meeting / 

Mr. McCann. When we learned that was in January of this year. 

Mr. Srevens. You were not present at the informal meeting at the 
time the proposal was presented or at the industry advisory com- 
mittee 4 

Mr. McCann. No, sir. 

Mr. Srevens. And your company is not represented on the industry 
advisory committee / 

Mr. McCann. It is now, through my efforts, because we were so 
severely hit. I went to see Mr. Fleischmann in April. and LT told 
him, being up in Butfalo—and Fleischmann, of course, being a Butta- 
loan—that we were away from the center of the rubber industry and 
we didn’t know what was going on and that we were getting a pretty 
raw deal and that I thought that if Mr. Germain, the president of our 
colupany, Was appointed to that advisory committee that he might be 
able to help the industry and help himself likewise. Shortly there 
after he was appointed to the advisory committee, but that was after 
March of this vear. 

Mr. Goupsrerxn. Would you care to comment on the question of 
whether or not the advisory committee, prior to the time you were on 
it, Was representative, ina fair sense, of the industry 4 

Mr. McCann. I would say “Yes”; it is a fair representation of the 
whole rubber industry. 

Mr. Goupsrers. It was fair, with the exception of your particular 
problem, prior to the time you went on / 

Mr. McCann. That is right; yes. 

Mr, Goupsrrerx. Now, sir, directing your attention to the last part 
of August 1950, when the rubber order came out—I believe it was 
R—1, from the Department of Commerce / 

Mr. McCanwn. Yes, sir. 
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Mr. Govpsreix. Would you tell us whether or not the effect of the 
base period set in that order, in terms of your company, Was fair or 
unfair‘ 

Mr. McCann. I can tell you it was very unfair, for several reasons, 
[n the first place, during that base period that was established—it 
was established as the period between July 1, 1949, to June 30, 1950— 
we lost our biggest and best customer. Incidentally, it happened to 
be Sears, Roebuck. It was no secret. It was told here this morning. 
They took millions of dollars’ worth of tires from us every year and 
had been with us since 1936, 

They decided during that base year to concentrate their production 
n plants in which they had a financial interest. So, they walked out 
onus overnight. The result of that was that during that particular 
vear we worked 35 four-day weeks while our normal week, of course, 
s 5 days, 10-hour operat lon. 

It so happened also that in the vear 194%, we lost, according to our 
income tax return, S1.065.000, whereas in the previous 10 vears—thiat 
is. from 1939 to 194s— our average yearly profit was S982000, 

The unfortunate part of the base period is that it covers two finan- 
cial years, part of it is in 1949 and part of it 1950. But we estimate 
our loss. as close as our accountants can do it, for the base vear to be 
three-fourths of a million dollars. 

We were saddled with a rubber consumption that was very low for 
the base vears. In fact, IT would like to read the figures that we 
submitted with our first appeal. 

Mr. Gorpsrerx. IT want vou to do that, sir, but before vou do, I 
just want to clarify the record. Is it correct that without the appeal 
and whatever effect your appeal might have had, you would, through 
the base period devised in this particular case, be confronted with a 
situation where you would actually be allocated on the base of a loss 
period—the only loss period vou have ever had, really ¢ 

Mr. McCann. That’s right. 

Mr. Gotpstemn. Allright. So, the order did provide for an appeal ? 

Mr. McCann. Yes, sir. 

Mr. Gotpsrern. And you did make such an appeal ¢ 

Mr. McCann. Yes, we filed an appeal. We requested 1.260 tons 
of rubber a month, and we were granted that much rubber. 

This was one of the exhibits filed with our appeal August 30, and 
it was subsequently granted. We, in all our dealings, eliminated the 
war years—1942, 1943, 1944, and 1945—because we do not feel those 
were representative years. In 1938 we consumed 8,568 tons of rubber; 
in 1939, 14,258 tons; in 1940, 10,026 tons; in 1941, 10,299 tons; in 
1946, 14.571 tons: in 1947, 13.873 tons: in 1948, 13,391 tons; in 1949, 
5,228 tons. 

The average for those eight years was 11,652 tons. The pattern 
period, or the base period, was 7,387 tons. Percentagewise of the 
total industry consumption, it is just half of what we consumed during 
that 8-year period. 

Mr. Gotpsterx. Then after you filed your appeal, what action was 
taken ? 

Mr. McCann. On the first appeal, we were granted the full amount 
of rubber that we requested, but then there was a “joker” which crept 
into this thing. Onur first appeal was filed August 30, and we were 
granted a base of 33,068,088 pounds, but the synthetic production was 
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not up to schedule, so the result was that any month that you were 
short, that shortage did not accumulate, and you never got that rub- 
ber. So, if you had an allocation for a month, say, December, like 
December 1950, our synthetic allocation for the month was 1,120,000 
pounds. We received 978,570, so we were shorted one hundred and 
forty-one thousand and some pounds. In January, we were short 
343,566, and then in February of this year, we were short 610,103 
pounds. So, you see the situation was gradually getting worse. 

Mr. GOLDsTEIN. Sir, just to clarify the record, when was your appeal 
of August 30 granted ? 

Mr. McCann. Sometime in September. 

Mr. Gotpstern. In other words, there was not much of a time lag 
between your appeal and the action taken on it. 

Mr. McCann. That’s right. 

Mr. Goipstetn. And that was during the time Mr. Earl Glen was 
director of the Rubber Division ? 

Mr. McCann. That’s right. 

Mr. Gotpste1x. Directing your attention to the time when a new 
rubber order came in, I believe it was in February. 

Mr. McCann. In February, they reviewed all of the allocations, 
and right in the middle of the game, they started to play under a new 
set of rules. 

Mr. Gotpsteryn. That was after Mr. Glen had left. 

Mr. agg ¢ 06 That’s right, along about the fourth inning, you 
might say. I don’t know why it was done. I could not tell you except 
they said there was not enough rubber to go around, and they had to 
review everybody's case. So, on February 27, we filed an appeal, and 
as I said, our base had been cut over 51 percent. We were cut from this 
33,000,000 pounds base down to 16,548,000. On March 5, we were 
granted a 15-percent increase, which brought us up to 19,000,000 
pounds, 

If the appeal had any merit at all. I still do not understand why we 
did not get somewhere close to the 33,000,000 pounds to which we were 
entitled, based on an S-year average, instead of a token increase. All 
we got was 15 percent. 

Mr. Goupsrern. When the fourth-inning change. so-called. took 
place, was there not a new set of rules on appeals / 

Mr. McCann. That’s right. It seems as though they went through 
the files and dug out everything that an appeal was granted on, 
and then said, “We don’t grant them any more on those bases.” In 
fact, in reviewing, this 1 

Mr. Goupsrein. Let me clarify that. if I may, sir. We were talking 
about appeals. There was the first rubber order of August 1950, under 
which vou were granted a full appeal, during Mr. Glen's tenure. 

Mr. McCann. That’s right. 

Mr. Goupsrers. And then there was a new rubber order in Feb- 
ruary of 1951, which wiped out your original relief, and set up a 
new set of rules for new types of appeals 

Mr. McCann. That’s right. 








Mr. Goupsrern. Cutting out the grounds that originally existed as a 
basis for an appeal. 

Mr. McCann. That's right. 

Mr. Gouipsrers. And on that basis, vou filed another appeal, and 
you were granted a token amount of additional rubber, after having 
been cut back, and losing the entire benefit of your first appeal. 
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Mr. McCann. That’s right. 

Mr. Goupstern. All right, sir. Will you proceed ? 

Mr. McCann. So, on February 25, we received this Rubber Division 
Operating Instruction, No. 1. It is a pretty lengthy document, I am 
not going to attempt to read it all, but I would like to read some of the 
humorous parts out of it, if anybody can find any humor in getting 
cut back 50 percent of your most important raw material. 

On page 2 It says: 

In the review for each company, all sources of data and information shall be 
resorted to. It would be quite all right in appropriate circumstances to get 
in touch with the company, for clarification or for further information, 

They did not bother to get in touch with us. They just cut us back 
to the 51 percent and wrote us a letter, and told us that was that. 

Mr. Srevens. There was no conference with you before cutting 
you back ¢ 

Mr. McCann. No. Then, over on page 5 there is another joker. 
| Reading: | 

Also a list should be prepared of all companies where the result of the rede- 
termination is to reduce the base figure by more than 50 percent from the com- 
pany’s base, as it had been adjusted by previous actions. This is for the purpose 
of handling the hardship cases referred to in section 11. 

Mr. Goupsrein. You were cut back 51 percent / 

Mr. McCann. Yes. 

You get over to section 11, and they tell you all about the hardship 
cases: “Treatment of business where redetermination of bases under 
this program may cause hardship.” But when you lose money for 
the first vear in 11 years to the extent of over a million dollars, you 
are cut back over 51 percent of your operations, your personnel is cut 
down about 25 or 30 percent, or maybe more, and that isn’t hardship. 

Mr. Center. That is tragedy, 

Mr. Witxis. Let me ask a question, and this would make quite a big 
difference. Do you contend that you were treated harshly and un- 
justly, or Was ita policy vy where ever vbody wis treated like vou were f 
It makes a big difference in my mind. Were you singled out to be 
administered an injustice, or was the cut-back applicable to all in 
your category ¢ 

Mr. McCann. Well, unfortunately, you couldn't-—— 

Mr. Winuis. I mean, at that time, things in Korea were pretty black, 
and everybody was serious. What I want to know is, is it your con- 
tention that you were singled out or adversely affected4 Or, what 
happened to you, did that happen to everybody else 

Mr. McCann. Let me explain one thing. There are very few tire 
buyers in the United States that buy the volume that Sears, Roebuck 
& Co, does, and when they decided to leave us, they had to go else- 
where. So, that rubber was still being consumed by someone. In the 
meantime, Sears decided a new source of supply possibly was not so 
good, for what reason, I don’t know, so they came back to us. 

Mr. Gotpsreis. Was that prior to the February cut-off / 

Mr. McCann. No: that was during the period of March and April. 

Mr. Goupsrern. So, while the rules of the game were changing, your 
customer was coming back ¢ 

Mr. McCann. But the rubber we had in our base allocation was 
gone. We didn’t have it, because we didn’t have them as a customer. 
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That could not happen to everybody because everybody does not sei] 
tires to Sears, Roebuck. 

But they did say here in the operating instructions that “Shifts in 
important volume contracts, such as loss of an important contract 
shortly before the base period” or “shifts during the base period” did 
not constitute a hardship. 

I don’t know whether you ever sold tires, or not. Maybe you haven't. 
but if you go out and try to replace a customer like Sears, Roebuck, 
you have something to do. If that is not a hardship—— 

Mr. Wituis. I understand it was, but what I was trying to find out. 
was everybody in your category in the industry similarly treated / 
Did everybody suffer such a loss? Did that go to the war effort / 

Mr. McCann. I will answer it this way. I don’t know what every 
body’s base was, and whether they got adjustments or not: but if they 
did not get an adjustment, whatever reason it was for, it was cut back. 
Everybody was cut back. 

Mr. Wituts. But they were differently treated because of the basi 
period involved. 

Mr. McCann. Well, they may have been operating at a higher leve| 
during the base period. 

The Cuamman. Would you say, from your knowledge, that this 
base period was favorable to the so-called Big Four as was testified 
to here this morning by Mr. Glen ? 

Mr. McCann. That was quite apparent, because in 1949, the auto 
mobile production was up. They were making cars as fast as they 
could make them. The Big Four was producing tires for original 
equipment. As I said. we do not make any of that original equipment. 
We were working on a 4-day week. They were working on a 6-day 
week, Naturally, it would be more favorable. 

As a matter of fact, it was so good for some of them that Firestone 
decided to buy, or have us make for them, during this base period, a 
quarter of a million tires and tubes in their molds. We made then 
right in the Dunlop plant in Buffalo. 

The Cuatrman. Did they supply the rubber? 

Mr. McCann. We furnished the rubber. This was during the base 
period. If we did not have that further quarter of a million tires and 
tubes from Firestone, we would have been in a much worse positio! 
for our base period. Yes, we supplied the rubber. 

The Cuairman. Although you were seventh, eighth, ninth, or tent! 
on the list of tire manufacturers, you had no opportunity to partici 
pate in the deliberations that developed this base period ¢ 

Mr. McCann. That’s right. 

The Cuairnman. You were not apprised of the meeting of this ad- 
visory committee where this base period was originally formulated ‘ 

Mr. McCann. No, sir; we were not. 

The CuatrmMan. Did you have any conversation, or did you partic! 
pate in any conference with any official of the Government with ret 
erence to that base period prior to its promulgation / 

Mr. McCann. No, sir. 

The Cuairman. Are you a member now of the general advisory 
committee ¢ 

Mr. McCann. Mr. Germain, the president, is. 

The Cuarrman. When did you or your firm become a member / 

Mr. McCann. It was in March or April of this year. 
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The CHamman. And that was after the advisory committee had 
been functioning for a number of months / 

Mr. McCann. That’s right; ves, sir. 

The Cuatrman. And, were it not for your protest. you or your com- 
pany would still be off that committee—— 

Mr. McCann. That’s right, sir. 

The Craiman. Although you are, as you say, eighth, ninth. or 
tenth on the list as to size of tire manufacturers? 

Mr. McCann. That’s right, sir. 

Mr. Kearinc. How many are on the committee é 

Mr. McCann. I believe 26 or 27 members are on that committee 
now. 

The Cuairman. I think we will put the list in the record at that 
point. We will get the current list and put it in the record. 

(The list referred to is as follows:) 


Exursit No. 63 


NATIONAL PRODUCTION AUTHORITY MEMBERSHIP List-——Rupner INDUSTRY 
ADVISORY COMMITTEE 


Fk. D. Hendrickson, president, American Hard Rubber Co., 11 Mercer Street, 
New York 13, N. Y. 

James A. Waish, president, Armstrong Rubber Co., 475 Elm Street, West Haven 
16, Conn. 

Rh. E. Drake, president, Avon Sole Co., High Street, Avon, Mass. 

Charles H. Baker, Charles H. Baker, Inc., 44 Warren Street, Providence 7, R. I. 

John M. Bierer, executive vice president, Boston Woven Hose & Rubber C 
2) Hampshire Street, Cambridge 39, Mass. 

Furber Marshall, president, Carlisle Corp., Carlisle, Pa. 

A. L. Freedlander, president, Dayton Rubber Co., 2842 West Riverview Avenue, 
Dayton 1, Ohio. 

0. G. Vinnedge, president, Dryden Rubber Co., 1014 South Kildare Avenue, 
Chicago 24, Il. 

E. B. Germain, president and treasurer, Lunlop Tire & Rubber Co., Sheridan 
Drive and River Road, Buffalo, 7, N. Y. 

Donald F. Pratt, vice president, Durkee-Atwood Co., 215 Seventh Street NE., 
Minneapolis 13, Minn. 

Harvey S. Firestone, chairman of the board, Firestone Tire & Rubber Co., 
Akron 17, Ohio. 

Charles, C. Gates, Jr., vice president and director, Gates Rubber Co., 999 South 
Broadway, Denver 17, Colo. 

W. F. O'Neil, president, General Tire & Rubber Co., 1708S Englewood Avenue 
Akron 9, Ohio. 

PW. Litchfield, chairman of the board, Goodyear Tire & Rubber Co., 1144 East 
Market Street, Akron, Ohio. 

Thomas Robins, Jr., president, Hewitt-Robins, Inc., 370 Lexington Avenue, 
New York 17, N. Y. 

W. Q. Heinze, president, International Latex Corp., 350 Fifth Avenue, New York, 
N. Y 

R. G. Landers, president, Landers Corp., 837 Buckingham Street, Toledo 1, Ohio. 

A. A. Garthwaite, president, Lee Rubber & Tire Corp., Conshohocken, Pa. 

Harry McCreary, president, McCreary Tire & Rubber Co., 1600 West Washing 
ton Street, Indiana, Pa. 

H. E. Smith, vice president, Raybestos-Manhattan, Ine., 61 Willett Street, 
Passaic, N. J. 

F. Thatcher Lane, president, Seamless Rubber Co., 253 Hallock Avenue, New 
Haven 3, Coun. 

J. V. Seiberling, president, Seiberling Rubber Co., 345 Fifteenth St. NW., 
Barberton, Ohio. 

Everett Morss, president, Simplex Wire & Cable Co., 79 Sidney Street, Cam 

bridge, 39, Mass. 

Hi. k. Humphreys, president, United States Rubber Co., 1230 Avenue of the 

Americas, New York 20, N. Y. 
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Jean H. Nesbit, U. S. Rubber Reclaiming Co., Inc., P. O. Box 365, Buffalo 5, N. Y. 
W. D. Voit, president, W. J. Voit Rubber Corp., 1600 East Twenty-fifth Street, 


Los Angeles 11, Calif. 

Mr. Srevens. Again referring to that February change, it wasn’t 
quite clear. Was that a change ‘which related only to your company, 
and just dislodged your prior appeal, or was it a new general rule 

Mr. McCann. I'believe it was addressed to all new rubber con- 
sumers, and it was dated February 20, and it was mailed. 

Mr. Wiis. Addressed to whom? 

Mr. McCann. All new rubber consumers. 

Mr. Srevens. That means all consumers of new rubber? 

Mr. McCann. That’s right. It says—I am reading it verbatim: 
“To all new rubber consumers :” 

Mr. Gotpstein. Mr. McCann, do you happen to know what your 
allocation represented percentageWise as against the industry average 
asa result of this February order ? 

Mr. McCann. No, I don’t have access to that information. 

Mr. Gotpsterx. Do you know what your operations are in terms 
of the industry operations? In other words, are you running the 
same as the industry average, as a result of this, or are you below the 
industry average’ In other words, give us some picture as to how 
you and the industry in general were affected after the Febru: iry order 
came in. 

Mr. McCann. Back in the second quarter of 1947, the Department 
of Commerce ee ided that that particular quarter was going to be 
used as a base which would represent 100 percent. During 1947, we 
produced an average of 49,242 tires per week. The industry in that 
same quarter produced 1,994,498 per week. At the end of March— 
that was at the end of the first month of operating under these new 
instructions—we produced 25,890 tires, or 52.6 of our February 1947 
base. The industry produced 80.8 percent of the base. That is the 
comparable base. Therefore, we were way under the industry as 
an average. 

Still, at the end of May, with our other appeal granted, we got 
another appeal for 10 percent—another token increase—which makes 
a total increase of 2614 percent. At the end of May, we produced 
on an average for the month of May 29,587 units, or 60 percent of our 
base, while the whole industry produced 1%4 million, or 87.5 percent 
of the base. 

You see, there is something wrong there because, to get a company 
like ours down to 60 percent, and “the industry average being 87.8 
percent, some of these fellows must be operating at 110 or 120 percent 
of the base. But you can’t get anywhere over at the Rubber Division 
talking percentages, because they just refuse to talk. These are 
De _partment of Commerce figures. 

Mr. Goutpstein. May I ask you, sir, I understand you are not on 
the sales force of Dunlop. 

Mr. McCann. That’s right. 

Mr. Gorpstern. Have you, nevertheless, heard from your associates 
among the executive staff of the organization as to whether or not 
other manufacturers of tires, because of their favorable situation due 
to this base period, are, in a sense, trying to take away your customers 
because they have more rubber than they can use ? 
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Mr. McCann. Yes. Last Monday, and a week ago Monday, I was 
talking to our tire sales manager, and he tells me he is getting calls 
from all over the country that our own customers, to whom we cannot 
deliver merchandise, say that they can get the merchandise from other 
larger companies. 

The Cuamman. Have you made those representations to the Rubber 
Division ? 

Mr. McCann. Unfortunately, you cannot make that representation 
because that does no good. You must write the appeal along the lines 
that they want. In fact, I would like to read our April 19 appeal. Of 
course, It is very technical. It isn’t long, but to give you an idea of 
what we are trying to do and that we are working with the Department 
of Commerce’s own figures, they told me over there this appeal was 
not worth the paper it was written on so far as they were concerned, 
because it didn’t adhere to the instructions contained in M-2. 

I will read it to von, however, and if it doesn’t make sense, then noth- 
ing else that you would transmit to the Rubber Division would make 
sense. 

This is dated April 19, and addressed to the National Production 
Authority, Washington 25, D. C., Reference: Order M-2: 


GENTLEMEN: This is a formal request for an increase in the rubber allocated to 
us, and is filed in accordance with section 20 of order M-2. 

Under section 701C of the Defense Production Act of 1950, we are entitled to a 
fair share of the available civilian supply based, so far as is practicable, on the 
share received by such business under normal conditions during a representative 
period preceding June 24, 1950. Accordingly, we cite below our rubber consump- 
tion for the years shown, which averaged to be representative normal years: 
1946, 14,571 tons of rubber consumed; 1947, 13,873 tons of rubber consumed ; 
and 1948, 13,391 tons of rubber consumed. The 3-year average is 13,045 tons. 

The base year presently used by the National Production Authority, namely, 
July 1, 1949, to June 30, 1950, was not representative of our normal operations, 
as we consumed 7.387 tons of rubber during this period. This abnormality 
is readily determined by comparing 7,587 with 13,945, mentioned in the preceding 
paragraph. 

Our present annual base allocation of 8,496 tons of rubber (exclusive of 254 
tons of GR-S—a trade for natural latex) represents approximately only 60 per- 
cent of our normal consumption. 

In comparing our production figures for the month of March 1951, we find the 
industry averaged 1,611,670 units weekly, or 80.8 percent of capacity, based on 
the Department of Commerce (second quarter of 1947) 100-percent base while 
we averaged only 25,890 units, or 52.6 percent of the same base. 

We, therefore, respectfully request a prompt increase of 40 percent of our 
present base. This would still limit our operations below the industry average 
by about 10 percent. We use the word “prompt” with reference to the month of 
April, if possible, but May at the latest, because if immediate relief is not 
granted, we will be forced to dismiss approximately one-quarter of our already 
heavily reduced tire and tube production force, to satisfy the demand of the 
union with respect to high-seniority employees, as against reducing the weekly 
working hours. 

In the face of the facts we have presented in this brief, we feel that our request 
is just and fair in that we have not asked for the maximum adjustment that we 
assume should be available to us under the provisions of the Defense Production 
Act. This request, however, if granted will see us through the serious situation 
we are now ih. 

In order that we may be in a position to deal promptly and intelligently with 
the union, we are forced to ask your usual prompt consideration of our request. 

Very sincerely, 
President and Treasurer, 

Mr. Goupstern. Did you receive a reply to that ? 

Mr. McCann. Yes; we were granted another 10 percent on the 
4th of May, I believe. 


80861—-51—ser. 1, pt. 4——35 
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Mr. Goupvstern. That was filed on the 19th of April. There ar 
some things in there I would like to talk about. 

Mr. Bryson. How many employees do you have? 

Mr. McCann. At the present time, in our tire and tube production 
division, we have 828 employees. During the years 1946, 1947, and 
1948 we had approximately 1,100 employees in that same division. 

Mr. Goupstrix. Mav I ask, sir, before you get into the other matters 
we wish to discuss, and as long as we are on the personnel problem, 
are there other tire and tube manufacturers in the Buffalo area? 

Mr. McCann. There are none. 

Mr. Goipsrein. Would it be fair to say that in order to get the 
know-how and skill necessary in tire and tube manufacture, personne! 
have to be trained by your organization ¢ 

Mr. McCann. That’s right, and it takes up to 4 months to train a 
tire builder. 

Mr. Gotwstre1n. So, if you lose people you had trained as part of 
your manpower pool, they are dissipated into some other industry, 
not the tire and tube production industry ? 

Mr. McCann. They are absorbed by other defense industry, be- 
cause industry is well diversified there, and there is a big shortage of 
labor. You see Bethlehem Steel at Lackawanna advertising every day 
for help. There are quarter-page ads for help. Once we lose a produc 
tion man, especially a tire builder, it sets us back very seriously because 
it takes us a long time to train another one. 

Mr. Goupstern. In other words, your situation is much different 
from that of someone located in Akron, for instance, where there is 
a continual trained pool of personnel ? 

Mr. McCann. That’s right. 

Mr. Goupstern. All right, thank you. Now, you wanted to make 
some comments, T believe, sir. 

Mr. McCann. Well, the situation got so bad at Easter time that we 
had to give everybody a lovely Easter present of a week off with noth- 
ing to do because we did not have any rubber. It looked as though we 
were going to do the same thing again in May if we did not get this 
appeal, or some relief through this appeal. 

It brings about very unfriendly relations with our personnel. be- 
cause, you see, as I say, the tire and tube division of our business is 
the bread and butter of the business. The foam latex and golf-ball 
business is incidental. Most of the high senority is in the tire and 
tube division. Naturally, that is so because most of your money is 
there. : 

Kaster Week we shut the tire and tube division down, and let the 
rest of the people work. They promptly told us it was not going to 
happen any more. If there were going to be any more shutdowns. we 
were going to shut down the whole plant. So, it looked in May like 
we were going to shut down the tire and tube division again, unless 
we got the 10 percent. 

Of course, we are asking people to take vacations early so we can 
spread out the rubber as best we can. This promotes unfriendly 
relations with our personnel. In other words, it tends to create 
bitterness. They think we don’t know what we are doing. Every 
time IT walk up and down that roadway in that plant, those fellows 
look at me as though I was a wooden man, because I happen to be the 
fellow who represents the company here in Washington, and we are 
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working 40 hours a week on reduced schedules, and having a week 
out now and then, and some of these other companies are running 6 
days a week and are consuming all the rubber they can. They hear 
this through the union. 

Mr. Witits. You mean, the larger companies? 

Mr. McCann. Yes. 

Mr. Witiis How about those smaller than you, from 11 down to 21, 
how do they stack up in this business ¢ 

Mr. McCann. Some of them went out and got defense orders. Your 
DO rubber, that is defense order, is free rubber—not free in price, but 
free from allocation. They saw what was coming, and they girded 
against it. Thev are working on defense orders. Some of them, 
however, if they did not have these defense orders, would be working 
a day anda half or 2 days a week. There are some of these companies 
that are working on reduced schedules. 

Mr. Bryson. You don’t have any defense orders, do you ¢ 

Mr. McCann. We have probably $214 million worth, but that is 
spread out over a long period of time. 

Mr. Waxpen. Do you know whether some small companies have 
fared so badly that some of their molds have been taken away from 
them ¢ 

Mr. McCann. I have heard that, but I do not know it to be an 
absolute fact. 

Mr. Winxis. Before you ask another question, I want to know 
peer that is due to a kink in the order, or whether it is due to 

ational defense? Is everybody squeezed, or is the squeeze applied 
only to the small fellows, and the fellows smaller than 

Mr. McCann. Well, again vou have got to get back to 1949, back 
to 1950. You have to get back to that base period, and 149 was a 
highly competitive period. We were rapidly headed for a depression 
in 1949, if this Korean thing had not come along, in my estimation, 
All I can tell you is, they began cutting the price of tires. The bigger 
companies were fighting each other with a $9.95 tire. At every street 
corner in the United States, vou could buy a tire for 89.95, a 6.00-16 
tire. We couldn't compete 1 in that market. What could we do? We 
had to get out of it, shut the plant down; work 4 days a week. 

When that condition is carried over to this present market, then 
naturally it is going to favor the fellows who were working during 
that period. It was the larger companies, the people supplying the 
original equipment for automobiles. Your automobile production 
did not come down in 1949, it was going full blast. 

Mr. Gotpsrern. In other words. sir, would it be fair to state that 
the so-called Big Four have not suffered through this base period allo- 
cation method ¢ 

Mr. McCann. Well. I happen to know that one of the Big Four 
companies had a lot of labor trouble. They had their production 
difficulties, and they filed an appeal, and the appeal was not granted. 
They feel as though they have been hurt, and hurt badly. 

Mr. Goupstrer. That is one of the four? 

Mr. McCann. Yes, the other three are, naturally, supplying tires 
to the automobile industry, and going full blast. 

The Cuamman. Has your firm attempted, as a member of this 
advisory committee, to have this base period changed ? 
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Mr. McCann. Well, the whole industry has attempted that. In 
fact, I was one of the instigators of this investigation that was started 
by the Senate to investigate the distribution of rubber, and to break 
that base period. It is just a hopeless task. 

The Cuamman. Why is it hopeless? If everybody, as you say, is 
not in accord with it, and they feel it is not just or fair, why should 
it be hopeless ¢ 

Mr. McCann. I think almost everybody in the industry has said 
that. and it hasn’t availed them anything. 

The CHatmrman. You say it has been the object of discussions before 
the advisory committee, of which your film is a member ¢ 

Mr. McCann. Yes, it has, but they won’t entertain any thought 
of a change. 

The Cuarrman. Who, Mr. Spencer ? 

Mr. McCann. The National Production Authority. 

Mr. Goupsrern. Mr. MeCann, along that line. if you retained the 
base period, but went back to the old system of appeals that was in 
force when Mr. Glenn was in the agency, would that ameliorate the 
situation’ Did it, in fact, ameliorate it ¢ 

Mr. McCann. Of course, it is quite evident that it did, because we 
filed one appeal, and we were granted as much rubber as we would 
have consumed if we were working full time. 

Mr. Govpsrern. Is it your understanding that the other rubber 
companies similarly situated were equally well treated on their 
appeals, under that system ¢ 

Mr. McCann. As far as I can determine, with my association with 
other members of the industry, it seems to me they were. 

The Cuamrman. Then, you feel those grounds for appeal that were 
devised by Mr. Glen should be reinstated ¢ 

Mr. McCann. Either those, or some other means of giving more 
than a token recognition of an appeal. We filed an appeal, and we 
cited all the facts, gave all the figures, gave all the data, and what 
do you get? ‘Ten or fifteen percent. You still don’t get back to the 
level that the rest of the industry is operating at. 

The Cuamrman. Was your relationship with Mr. Glen satisfactory ? 

Mr. McCann. Yes, very. 

The CuairmMan. Did you find him an able, efficient, and just public 
official ¢ 

Mr. McCann. That’s right. 

The Cuatrman. Do you know of any grounds for his removal ¢ 

Mr. McCann. I haven't the slightest idea of why he was removed. 

Mr. Bryson. I believe Mr. Glen did state that it would be impossible 
to select a base period that would be satisfactory to everyone, and 
that would not hurt some people. 

Mr. McCann. Well, that is true. Of course, I have never gone 
into the possibility of developing a base, but 1 do think that it is 
quite possible to allow a selective base, in other words, allow each 
company a selective base, and then distribute the total rubber against 
the total selective bases. Then you would eliminate these appeals 
and you would eliminate any thought of unfairness. I mean, it could 
be done; it is possible. 

Mr. Srevens. In other words, Mr. McCann, it is your thought that 
the base should be representative for each company’s—take a period 
when each company was operating in full capacity, or close to it, and 
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take that period as representative for that company, and make it 
a different period of time for each company rather than have one 
period of time for all. 

Mr. McCann. That’s right. And, of course, you certainly couldn't 
file an appeal if you selected your own base. If you cooked your own 
goose, you couldn’t complain about the way it tasted. 

Mr. Srevens. Mr. McCann, when your last appeal subject to the 
February change was granted only in part, were any reasons assigned 
for not granting you all the relief you requested ¢ 

Mr. McCann. I think the story was that there wasn’t any more 
rubber available at the moment. 

Mr. Stevens. Did they give you a written order of some kind ¢ 

Mr. McCann. They gave us a written order stating that our appeal 
had been considered, and we were now allocated so many million 
pounds—21 million and something—instead of what we were formerly 
allocated. So, there was no reason given why we did not get the full 
amount that we asked for. 

Mr. Gotpsterx. Mr. McCann, you heard this morning the discus- 
sion of the so-called parity work week principle of allocation. Does 
that form of allocation adjustment work in an equitable sense as far 
as you can tell? 

Mr. McCann. I would say it does, yes, because while we don’t 
work a 36-hour week, we work 8-hour shifts, and we feel that under 
the 8-hour shift of 5 days, we can accomplish as much, and so can 
the other companies who work the 6-hour shifts accomplish as much 
as we can, because you have got that shorter shift there that can get 
a little more out, in the 6-hour period than in the 8 So the thing 
is pretty well equalized. Within the industry there is no complaint 
whether the company works five 8-hour days and gets rubber for that, 
or six 6-hour days, and gets the rubber accordingly. 

Mr. Goupsrecx. Do you know of a problem relating to the increased 
necessity for truck tires at the present time ? 

Mr. McCann. It so happens that there is some rubber being allo- 
cated now to the various companies that have an open capacity for 
truck tires, and along that line I would like to read a paragraph from 
a letter—the letter is too long—dated March 9, addressed to Mr. 
Spencer, the director of the Rubber Division, by Mr. E. B. Germain, 
the president of our company. It says: 

Another thought has been going through my mind that has probably been 
already considered and rejected by you, but I will state it anyway. In the event 
that we do have all-out preparation, we all need our truck tire-building organi- 
zation kept intact. These larger sizes are heavily impounded in natural rubber. 
It would not seem to me to be wasting any of the stockpile if we were all allowed 
to run some excess production of the sizes 9:44 and up, with the stipulation 
that the excess of the amount of your formal permits would be carried by the 
manufacturer in a not-for-sale inventory, these to be reported regularly to some- 
one in your office. Something of this nature would keep the organization going, 
and would keep the rubber under Government control. The only draw-back that 
I can see would be from the manufacturers’ angle, in that he would be carrying 
an inventory at his own risk made from 66-cent rubber at a time rubber might 
collapse, For the national good, however, this seems to be less of a worry than 
to have to Jay off these big-tire builders. 

In effect, what we said there was. there was a shortage of truck 
tires. We recognized it. and we were willing to go along and build 
those tires at the 66-cent rubber price, and stand a chance of taking 








532 STUDY OF MONOPOLY POWER 
the licking in the event of a rubber collapse, and put them in a Gov- 
ernment inventory, or store in our own warehouse, not for sale. 

Mr. Spencer, as I said, was written on March 9. 

On Mareh 15, Mr. Spencer acknowledged this, and he said, in a 
paragraph: 

With respect to the possibility of building heavy truck tires in excess of the 
quantities for which materials are presently made available to the industry 
for regular distribution, there is considerable merit to your suggestion. On 
the other hand, with natural rubber prices dropping, it is doubtful if private 
enterprise would wish to build up a reserve of heavy truck tires with 66-cent 
rubber, and I am quite sure the Government would not be willing to underwrite 
any possible losses that might be suffered as a result of accumulation of inven- 
tory. 

However, we are greatly concerned over this problem, and are giving it every 
consideration at the present. 

That was the th of March. 

We can make in our plant approximately 13,000 truck tires a week. 
That is, all kinds and sizes. It has to be varied; we could not make 
13,000 of one particular size, because we don’t have that many molds, 
but our present preduction is only 6,000, and we estimate with this 
additional 375,000 pounds of rubber we were given the other day, to 
make 7,000 truck tires a week. 

But they called me from Washington the other day, and wanted 
to know how many big tires we could make additional each day, so 
I informed them as to what the figure was. The next day or a couple 
of days later, we got this telegram from Mr. Fleischmann to Mr. 
Germain: 

You are hereby authorized to consume 375,000 pounds GR-S for the period 
June 15—-September 80, 1951, in addition to regular allocation for the month of 
June 1951 and the third quarter 1951. Such additional rubber is for exclusive 
use in the production of dual bead truck tires during this period. It is under- 
stood that you will continue to consume at least the same quantities of rubber 
as you have presently scheduled for June and the third quarter, in addition to 
this increase in the production of dual bead truck tires 8.25 by 20 and up. The 
additional allocation of GR-S listed above is being forwarded to Rubber Reserve 
for the issuance of permits today. 

I might say that “GR-S” means synthetic rubber, if it is foreign 
tO Vou. 

So, you can see that the program that we were in favor of way back 
last March, when it might have he!d our organization together, was 
turned down then, but is picked up now. 

Mr. Goupsrrern. All right, sir. One further question. This morn- 
ing, we discussed with Mr. Glen the fact that at one time in 1950 it 
became apparent to the group making a statistical survey for the 
Rubber Advisory Committee to the Government that the estimated 
United States demands on rubber were below the actual consumption 
that was going to take place during the coming year. 

! believe it is fair to say that Mr. Glen pointed out that he could 
not make that information available to the smaller manufacturers. 
In other words, the only statisticians in the group represented the 
larger tire manufacturers. 

Would that lack of information affeet your company ? 

Mr. McCann. Well, it wouldn’t in this particular crisis in which 
we are involved right now because—— 

Mr. Goupsrern. No; I meant during the period. It is purely a 
theoretical question. Would you have bought more rubber in order 
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io anticipate something like that if you had had the information 
io protect yourself ¢ 

Mr. McCann. No; the buying of rubber is a pretty specialized thing, 
and it has to be more or less on your requirements and demands, and 
it is a gamble. It cer a gambling proposition, the future rubber 
market at its best, L mean, when it is an open and free market. 

So, Ido not believe anybody would have gone out to buy rubber for 
years to come based on any information made available by any rubber 
study group. 

Mr. Srevens. Mr. McCann, you said earlier that one of the big four 
ompanies had filed some sort of an appeal which had been denied, and 
they were also dissatisfied with the present order. Would you care 
to name that company ¢ 

Mr. Mc YAN N. Yes. The B. -. ( rood) ich (‘o. 

Mr. STEVENS. Lb. [, (ioodrich 4 

Mr. McCann. Yes. 

Mr. Srevens. What happened to the Sears business? I understand 
you lost the Sears business during the base period. 

Mr. McCann. Yes. 

Mr. Srvevens. They have been making their own tires, or getting—— 

Mr. McCann. They have some financial interests in some tire 
plants; that is, they centered the production in their own plants: but 
wie they are back with us as strong as they ever were in their relative 
position, because we cannot give them as much as we used to because 
we do not have the rubber. 

The Cuairman. Would the plant to which they brought the orders 
have the advantage of the rubber in the amount that would have gone 
into the tires formerly bought from you / 

Mr. McCann. No. 

The Ciaran. Because you cannot transfer like that / 

Mr. McCann. Yes. 

Mr. Stevens. But they got tires from the companies they were finan- 
‘ lally connected with? Not from your competitor s¢ 

Mr. McCann. No. 

Mr. Kearine. They are not financially interested in the Big Four? 

Mr. MeCann. No; the Federal Trade Commission put a stop to 

iat, IT think, vears ago. Goodyear used to have nearly all that 
business. It was either the Federal Trade Commission or one of the 
Crovernment agencies which stopped it. 

The Cuarman. Has that business come back again? 

Mr. McCann. Yes; but, as I say, not in the relative proportion, be- 

ause we cannot supply as many tires to them as we could. 

Phe Cnamman. Thank you very much, Mr. MeCann. I appreciate 
your coming. 

Mr. McCreary, president of the McCreary Rubber Co., of Indiana, 

.. has failed to make an appearance. He was a voluntary witness. 
I presume he had a change of heart, perhaps because of some fear 
of reprisal or grievance, whether real or fanciful. At any rate, he 
has not made his appearance here this afternoon. 

We will now adjourn until tomorrow morning at 10 o’clock, when 
Mr. Ira Saks, of the Replacement Unit Co., of Cleveland, Ohio, will 
be here. There will be one witness tomorrow morning. 

(Whereupon, at 3 p. m., the subcommittee adjourned, to reconvene 
on Wednesday morning, June 21, 1951, at 10 a. m.) 








STUDY OF MONOPOLY POWER 


WEDNESDAY, JUNE 20, 1951 


Hovuse or Representatives, 
SpeciAL SUBCOMMITTEE ON THE Stupy or Monopoty Power 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 


The special subcommittee met, pursuant to adjournment, at 10 a. m., 
in room 346, Old House Office Building, Hon. Emanuel Celler 
presiding. 

Present: Representatives Celler (chairman), Wilson, McCulloch, 
Goodwin, and Hillings. 

Also present: E. Ernest Goldstein, general counsel to the subcom- 
mittee; John Paul Stevens, associate counsel, representing the minor- 
ity; and Eileen R. Browne, clerk. 

The Cuarrman. The subcommittee will come to order. 

The first two witnesses this morning are Mr. Ira Saks, of the Re- 
placement Unit Co., of Clevland, Ohio, and Mr. Charles A. Dunmore, 
of Rebuilders, Inc., of Garland, Tex. 

Do you gentlemen care to testify singly or together ? 

Mr. Saks. It does not matter, sir. 

The Cuatrrman. Suppose you both come up. I think you both have 
the same story and you might be able to enlighten us jointly. 

Mr. Saks, would you raise your right hand. Do you solemnly 
swear to tell the truth, the whole truth, and nothing but the truth, so 
help you God? 

Mr. Saks. I do. 

The Cuatrman. And Mr. Dunmore, will you likewise stand and 
raise your right hand. Do you solemnly swear to tell the truth, the 
whole truth, and nothing but the truth, so help you God? 

Mr. Dunmore. I do. 

The Carman. Very well. 


TESTIMONY OF IRA SAKS, REPLACEMENT UNIT CO., CLEVELAND, 
OHIO; AND CHARLES A. DUNMORE, REBUILDERS, INC., GARLAND, 
TEX. 


The Cuatrman. Mr. Saks, will you give your name and address 
and the name of your company to the stenographer. 

Mr. Saxs. My name is Ira Saks. I am connected with the Re- 
»lacement Unit Co., of Cleveland, Ohio. We operate six plants 
scattered throughout the country, rebuilding clutches and transmis- 
sions. 

The Cuatmrman. And Mr. Dunmore, will you do likewise. 
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Mr. Dunmore. My name is Charles A. Dunmore. I am vice presi- 
dent, Rebuilders, Inc., Garland, Tex. We are rebuilders of auto- 
motive engines. 

Mr. Gotpsrern. Gentlemen, if I may, I will proceed with questions, 
and I will direct them initially to Mr. Saks, but if there are any 
questions on which you, Mr. Dunmore, would like to elaborate, until 
i get to direct questions for you, please chip in, Mr. Dunmore. 

Mr. Saks, I wonder if you could tell us, for background purposes, a 
little about the nature and structure of the rebuilders industry and 
the size of the various corporations and companies that make up the 
industry. 

Mr. Saks. Yes, sir, I believe I can. 

The rebuilding industry is probably as old as the automobile itself 
because the automobile is not like the old one-horse shay. It does 
not wear out all at the same time and fall apart all at the same time. 
There are certain parts in an automobile and certain units that wear 
out first, and so in order to keep the automobile in operation as long 
as toes these units are repaired and put back into the same auto- 
mobile and it keeps going. 

The rebuilding business originally developed on the lines that we 
call custom rebuilding. In other words, somebody set up a machine 
shop to rebuild an engine or a clutch or transmission or any other 
unit of an automobile, such as a rear axle, and he would get the engine 
from the repairman that was repairing the car or from the fleet of 
automobiles that was operating, and he would take that engine apart, 
rebuild it completely, and give that same engine back to the customer 
that he got it from. That is where the term “custom rebuilding” 
originated. 

It was done on the basis of where the particular unit was taken 
by this machine shop, rebuilt, and turned back to the customer. 

During the last war in particular, when there was a serious shortage 
of materials, the rebuilding industry got a considerable impetus, and 
during that time the industry developed what was known as produe- 
tion rebuilders, rebuilders who were specializing in rebuilding certain 
units on a production-line basis. In other words, instead of rebuild- 
ing just one engine and turning it back to a customer, they would 
gather together 50 or 75 or 100 engines of a certain model or a certain 
make, and they would strip them all apart. They would do certain 
operations on production-line methods and rebuild 50 engines at one 
time or 500 clutches or 200 carburetors, and so on. And these people 
were called production rebuilders. 

So today our industry has two types of rebuilders. We have cus- 
tom rebuilders and we have production rebuilders. There are, I would 
say, conservatively, about 3,000 firms doing custom rebuilding. There 
are about 2,000 firms—in fact, a little more than 2.000 firms—doing 
production rebuilding. ‘These firms, all of them, employ anywhere 
from 10 to possibly 300 people, and they do a sizable business, and 
they help maintain the 50 million ears, trucks, and busses in operation, 
and they are a very important service to the automotive-maintenance 
industry. 

As a matter of fact, in some respects a rebuilt engine or a rebuilt 
clutch is even better than a new one, because in our present method of 
mass production, castings particularly are not permitted to age prop- 
erly prior to the process of machining operations, with the result that 
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sometimes a new engine block develops some faults in the way that 
the casting settles and there is some warpage in it, very slight, but 
nevertheless important. In a clutch, for instance, the pressure plate 
is a piece of cast iron and, if that is not allowed to age, it is likely to 
develop some warpage. 

Now, when we take the old clutch and we refinish that cast iron, 
that pressure plate is very well aged and serves its purpose a lof 
better than the original did. 

So there is not any question, as far as the industry is concerned, as 
to the serviceability and the use of these engines and clutches and 
transmissions and other parts that the industry rebuilds. 

Mr. Gotpstern. How big a firm is yours, sir, in terms of the num- 
ber of people you employ 

Mr. Saks. We employ about 165 people in the six plaints. We doa 
little over $2 million worth of business a year in rebuilt units. 

The Cuatrman. Are all your plants in Cleveland ¢ 

Mr. Saks. One is in Cleveland, one in New York, one in Atlanta, 
one in Kansas City, one in San Francisco, and one in ‘Toronto. 

Mr. Goupstrin. And you, Mr. Dunmore, yours is approximately 
what size, sir! 

Mr. Dunmore. We employ 200 people and we do approximately 
$3 million a year in rebuilt engines. 

Mr. Goipsrrin. All of your work is done in Garland, Tex. 

Mr. Dunmore. It is all done in Garland, Tex. We distribute 
throughout 22 States. 

The Cuairman. Mr. Saks, who are your customers 4 

Mr. Saks. That is what 1 was coming to. 

The Cramman. I did not mean to interrupt your train of thought. 
You go right ahead. 

Mr. Saks. Yes. I wanted to explain that. I also wanted to give 
you the scope and volume that the industry produces. 

Mr. Hitiines. One of the particular advantages of a rebuilt ma- 
chine, I would gather from your testimony, is that it would conserve 
material, very important material, at a time when there is a scarcity 
of that material. 

Mr. Saxs. That is correct. These rebuilders supply the people 
that serve the industry. They supply the wholesalers; they supply 
the independent repair shops: they supply car dealers; they supply 
fieet accounts who operate big fleets of trucks or taxicabs or milk 
deliver trucks, or whatever the case may be, and they likewise supply 
chain stores, mail-order houses, and so forth, where consumers come 
in and get that sort of thing for their own purpose of installing it 
themselves in their own cars. 

The CHareman. Tell me the difference between mere repairing of 
acar and rebuilding of a ear. 

Mr. Saks. We are not merely talking of repairing a car or rebuild- 
ingacar. I think it would be easier to explain this in terms of each 
individual unit. 

for instance, if vou find that your engine in your car is missing, 
that it is not functioning properly, if all it needs is re-timing of the 
evlinders or perhaps a new set of spark plugs. then the service- 
man that takes care of your automobile will re-time it and perhaps 
put in a new set of spark plugs, and that will be all that will be 
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necessary. But if your car has run 40,000 or 50,000 miles and the 
cylinders are worn and the piston rings are worn and the pistons are 
sloppy, and the bearings leak oil, then you have a case of where re-tim- 
ing will not do it. In other words, the engine has to be taken out of the 
car, stripped apart, all the parts taken apart, the cylinders refinished, 
new pistons fitted, new rings fitted, new bearings fitted, and alined, 
and the whole thing reassembled with perhaps new valves and so on 
and so forth, and that is called overhauling an engine, or rebuilding it. 

The CuamMan. That would be the custom job / 

Mr. Saks. That would be either. You can have it done in either 
of two ways. If you go to one repair shop, he will say, “Well, I will 
have this engine overhauled for you. It will take a week. It will 
ake 10 day s before I can vive you the car back.” 

Now, if you happen to be a doctor or a salesman, or use your car 
for your daily livelihood, you would say, “Well, I cannot atford to 
spare this car for 2 weeks to have this engine overhauled.” 

So he will say, “Well, I can give vou an exchange engine.” 

That is where the production rebuilder comes in, because he has 
an engine ready that he has already rebuilt in advance, and he sup- 
plies this repairman this engine that he rebuilt. The repairman takes 
out the old engine, puts in the new engine, and the customer is able 
to go ahead with his car in the matter of a few hours while the pro- 
duction rebuilder takes the old engine and goes through the same 
operation again. But he does it on a production basis. He will not 
tuke one engine and rebuild it, he would wait until he accumulates 
a number of them. That is primarily the difference. 

Now, T would like to give you a few figures as to what the industry 
does. These figures are arrived at by surveys made of some of our 
trade publications. This particular survey was made by Motor Serv- 
ice, Which happens to be one of our trade publications. Motor Service 
makes this survey every vear and they make it on a large national 
scale. They survey two classes of trade, the independent repair shop 
and the car dealers’ service shops. They do not survey filling sta- 
tions; they do not survey fleet accounts and they do not survey chain 
stores, mail order houses, and retail outlets of that wind. But the 
sales amongst just these two classes of trade, I will give you the 
figures on. These are for 1949 because the 1950 figures have not 
been compiled yet. 

In 1949 this industry rebuilt 1,000,000 engines. We rebuilt 4,250,- 
000 clutches. We rebuilt 7,000,000 fuel pumps. We rebuilt 1,100,000 
carburetors. We rebuilt 1,500,000 distributors, 1,500,000 generators, 
7.000.000 brake cylinders, about 3.500.000 shock absorbers of just one 
type—there is another type later on—500,000 water pumps, more than 
750,000 starter drives, about 500,000 connecting rods, 1,100,000 knee- 
action type shock absorbers, and about 4,000,000 windshield motors. 

Now. to give you an idea of the material saving which the gentle- 
man asked me about a moment ago, I will take just about two or three 
items and point that out to you. 

The average engine weighs 475 pounds. In other words, a finished 
engine weighs about 475 pounds. With approximately 15 pounds of 
metal, that is, new pistons, new piston rings, new valves, new valve 
springs, and new bearings, we can rebuild this 475 pounds of material— 
with 15 pounds of new metal. 
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That means on the basis of the number of engines which we rebuilt, 
that we effected a saving of 230,000 tons of metal on engines alone. 

The Cuairman. Would those engines otherwise be ‘scrapped f 

Mr. Saks. Yes, sir. 

The CHairMan. They are scrapped by whom? 

Mr. Saks. They are scrapped as a matter of policy by certain firms 
who direct their dealers to scrap these engines if the *y want credit for 
them. 

The CHatrMan. What is the policy of the standard name automobile 
manufacturers in that regard? Is it to scrap these engines / 

Mr. Saks. Let me read you a few of these letters that I brought 
along that will shed some light for you on this subject, and will give 
you just what the policy is of these manufacturers. But before I go 
ahead, I might add that the illustration, as far as metal saving is con- 
cerned, or material saving, that I gave you on engines follows right 
through that entire list of all these various units that I outlined to you, 
and there are other units that were not even included in this list. 

So re can see where there are very enormous sav ings in the w ay 
of metal that can be accomplished as a result of rebuilding instead of 
scrapping. 

The CHarmman. This metal is not only steel, but it is lead, and 
molybdenum and chrome, I suppose ¢ 

Mr. Saks. Yes. sir. There is a great deal of what might be called 
precious metal, because when you scrap a carburetor, you are scrap- 
ping brass and zinc. When you scrap a fuel pump, you are scrapping 
a great deal of zinc, and so on down the line. Even in your engine, 
you have a great deal of aluminum; you have a conside rable amount 
of zine, and brass, in your bearings and bushings, and a lot of other 
things. all of which is scrapped all together as one unit. 

I want to read to you some of this evidence with regard to the 
scrapping of some of these units. Iam reading you now the extract 
from the catalog which is issued by Bendix covering starter drives, 
that start yourcar. It read as follows. 

Practically all types of Bendix drives except for a few special types, are 
subject to the exchange plan. The car owner is given a liberal exchange 
allowance of $1 from the list price. and a merchandise credit allowance of 50 
cents each is made by us through distributors to dealers, service stations, and 
others of the trade. The drives supplied by us under this plan are not rebuilt 
units, but complete new drives packed in new cartons, The worn Bendix drive 
is to be returned to our central distributor for ultimate disposal. 

And here is the last sentence that I want you particularly to note: 

Remember, every old Bendix drive returned under this plan reduces the 
potential supply for the spurious rebuilder ! 

Now, the production rebuilder, in order to serve his purpose to the 
industry properly, must have a supply of units to work on. As I 
explained to you before, if you want to take 2 weeks to have your 
engine rebuilt, then the custom rebuilder will take your engine, re- 
build it, and give it back to you. But if you are a doctor or a sales- 
man and you make a living with your automobile and you want it 
in service quick, the production rebuilder has accumulated a number 
of engines: he had them rebuilt, ready to take vour engine out, put 
his engine in, und let you proceed with the car in a couple of hours. 

The Cuatrman. Who put that ad out that you read concerning 
Bendix drives / 
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Mr. Saks. The Bendix people themselves in the catalog that is 
supplied by the Automotive Electrical Association to all electrical 
distributors. 

The Cuamman. What is mean by the word “disposal”? 

Mr. Saks. Disposal means destruction. 

The CHAIRMAN. Scrapping‘ 

Mr. Saks. Yes, sir. 

The Cuamman. And what is meant by the use of the word “spur. 
ious” there / 

Mr. Saks. The use of the word “spurious” brings up an entirely 
new hurt, so to speak, insofar as the industry is concerned. 

The Cuamman. Did you say “curse” ¢ 

Mr. Saks. Hurt. 

The CuatrmMan. I thought you said “curse.” 

Mr. Saks. The automobile manufacturers and the origmal manu 
facturers of units for the automobile manufacturers, such as the 
carburetor manufacturer, the starter drive manufacturer, and so 
forth, have always had the impression that they create the market 
and that therefore they are entitled to all the parts business, to serv- 
ice these automobiles and these units, and so we who are independent 
mantfacturers and supply parts for replacement are supposed to be 
pirates, and therefore the word “spurious” is applied to us. 

Mr. MceCun.ocu. 1 would like to interrupt there. What kind of 
guaranty do you give on a rebuilt engine ¢ 

Mr. Saks. Perhaps Mr. Dunmore here will be able to answer that 
better, because he rebuilds engines. 

Mr. Dunmore. We give the same identical guaranty that is given by 
the new car manufacturer. The guaranty is identical. in addition to 
which we go over and beyond that, because to the outlets which we 
serve, we guarantee customer satisfaction. By that we mean this, 
that there have been many, many instances where that engine has been 
in service for as much as 14 months, and certain customers have come 
back and expressed dissatisfaction because the engine gave difficulty 
after 14 months. That engine was replaced with no charge to that 
customer. 

The new car manufacturer guarantees his engine for 90 days or 
1000 miles. If anything occurs after 90 days, the guaranty has 
expired. 

Mr. Goupsrern. May T interrupt ? 

Mr. Saks, you talked about the producers of original equipment, and 
you talked about your industry. Now, in your industry, you pointed 
out the largest organization probably had 300 employees. 

Mr. Saks. That is right. 

Mr. Gorpstrerx. And that there are several thousand people in your 
industry ? 

Mr. Saks. That is right. 

Mr. Gortpstern. Would you tell us, so that we can have a proper 
frame of reference, who makes up the original engine builders, the 
original parts builders, and what their size is, and what the nature 
and structure of their industry is? 

Mr. Saks. The original producers are, to begin with, General Mo- 
tors, and all their various units, Ford, Chrysler, and down the line. 
Getting down to the smaller ones, you have Nash, Studebaker, Pack- 
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ard, and Hudson in the automobile field. Then you have, of course, 
the truck field, which is Mack, International, and various other truck 
producers. 

Now, among the producers of the units that are supplied to these 
manufacturers, it night be somewhat enlightening to you gentlemen 
to know that an automobile manufacturer does not really “manufac- 
ture an automobile. He just assembles one. He does not make the 
tires: he does not make the wheels. He does not make the frame, and 
he does not make the electrical system, and he does not make the 
clutch, and he does not make the transmission, and he does not make 
the real axle. He does not even make the body. People like Borg- 
Warner supply transmissions and clutches, and people like Bendix 
supply drives, and people like Timken-Detroit Axle supply axles, and 
Detroit Universal Joints supply joints and driveshafts. 

i can go and try to think of a lot of others that supply these things. 
Carter and Stromberg supply carburetors. AC, which happens to 
be a division of General Motors, supplies fuel pumps. So does 
Stewart-Warner supply fuel pumps. All of these units are not pro- 
duced or manufactured by the maker of the automobile. They are 
purchased by him and put on the car. 

Mr. GOLDSTELN. All of these original suppliers, though, are groups 
which have more than 300 employees, and what vou would call larger 
industries ¢ 

Mr. Saks. That is right, They have hundreds of thousands of 
employees, literally, and their business runs into billions instead of 
millions, and as a result of their policies, I want to read to you per- 
haps one or two letters that I brought along with me that might be 
further enlightening. 

Here is a letter from a wholesaler in St. Louis, a gentleman by the 
name of William Hudgins. He says here: 

The writer has called the various car dealers in our city and all of them 
advise the writer that their instructions on the installation of a new factory- 
built motor are that they are to break up and destroy the old motor. All of 
General Motors agencies and all of the Chrysler agencies are destroying the 
motors by means of breaking up the bell housing, crank shaft, motor block, and 
eylinder heads. However, the writer has been unable to get any of these 
parties to confirm this in writing although they readily admit in a conversation 
that the practice is being carried out in accordance with the instructions re 
ceived from their respective car manufacturiug divisions. 

Mr. Goupstetn. And you have already testified, have you not, that 
an original engine would take some 460 or 490 pounds of metals, and 
you could, by the addition of 15 pounds of new metal, retain thut 
original investment of metal in use ¢ 

Mr. Saks. That is right. 

I want to read you another letter—— 

The Cuarrman. Mr. Dunmore, did you want to say something? 

Mr. Dunsmorr. Yes. I would like to interrupt just a minute. 

I believe that under today’s conditions we are also interested in 
savings of manpower. That engine can also be rebuilt with the use 
of 8 man-hours. You cannot produce a new engine with 8 man-hours. 

Mr. Saks. I want to read you another letter from a° wholesaler in 
Worcester, Mass. Here he says: 

At the present time, car manufacturers insist that all engines removed from 
vehicles be destroyed before credit for the old engine is issued. 
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Here is another letter from a wholesaler right near here in Rich- 
mond, Va. 

The CuamrmMan. Do you want to put those letters into the record, 
sir? 

Mr. Saxs. You may have them, sir, if you so desire. 

The CHARMAN. Yes, sir. 

Mr. Stevens. Are those letters addressed to you? 

Mr. Saks. Those letters are addressed to me; yes, sir. 

Here is one that is from Richmond, Va.—Richmond Auto Parts, a 
gentleman by the name of H. B. Truslow. He says: 





We find in this territory that General Motors and in particular Chevrolet have 
been taking in all rods, blocks, brake shoes, and clutches when they make the 
Sale, and we are told that they are not using them over. We have also been 
advised that International is doing the same thing on heads and other parts, 
but we have been unable to get concrete information to prove this. 

That is perfectly natural, because these dealers would not want to 
disclose that information, for fear that that wouid incriminate them 
with their manufacturers whose franchises they have. 

(The letters referred to follow:) 

Exulnir No. 64-A 
KoocHooxk Co., INc., 
St. Louis 3, Mo., May 21, 1951. 
Mr. Ira Saks, 
Care of Accurate Parts Manufacturing Co., 
Cleveland 6, Ohio. 

Dear IRA: This will acknowledge receipt of your letter under date of May 7 
with reference to furnishing positive information on the break-up and destruction 
of various rebuildable parts such as engine blocks, cylinder heads, carburetors, 
shock absorbers, generators, starters, crankshafts, etc. 

The writer has called the various car dealers in our city and all of them advise 
the writer that their instructions on the installation of a new factory-built motor 
are that they are to break up and destroy the old motor, All of General Motors 
agencies and all of the Chrysler agencies are destroying the motors by means of 
breaking up the bell housing, crankshaft, motor block, and cylinder heads. How- 
ever, the writer bas been unable to get any of these parties to confirm this in 
writing although they readily admit in a conversation that the practice is being 
carried out in accordance with the instructions received from their respective 
ear manufacturing divisions. 

In most cases we find that the junk value received by the average car dealer 
for a broken motor is between $4 and S86 per unit. I do hope that some of the 
members of the committee will be able to get positive evidence in black and white 
to the effect that this practice is being carried out in the over-all picture of the 
industry. The writer will continue his effort to secure additional information 
which will be forwarded to you when received. 

With kindest personal regards from the writer, 

Sincerely yours, 
KvuocnooKk Co., INC. 
W. M. Hupains, President. 


Exuinir No. 64-B 
C1ry Auto Parts, INc., 
Worcester 3, Mass., May 3, 1951. 
Mr. JAcK WIGGINS, 
National Standard Parts Association, 
8 South Michigan Avenue, Chicago 6, TIL. 
Dear Jack: The enclosed requested reservation at the Homestead is self- 


explanatory. 

I wish to call to your attention to urge your committee to do everything possible 
to bring about the engine rebuilders committee suggestion regarding the abolition 
and destruction of rebuildable automotive engines. At the present time, car 
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manufacturers insist that all engines removed from vehicles be destroyed before 
credit for the old engine is issued. This in itself is bad enough but our problems 
in Massachusetts are even greater inasmuch as the State registry of motor 
vehicles does not allow us to have in our possession any engine assembly, service- 
able or unserviceable, from which the motor number has been removed. This pre- 
vents us in many cases from receiving unserviceable assemblies for rebuilding. 
In the event that the committee’s recommendations are adopted, a change in 
Massachusetts State law will be required. At present our Massachusetts engine 
rebuilders have to be licensed by the State, and it seems that each week more 
rigid regulations governing this matter are being enforced. Personally, t think 
that the recommendation is one of the very best to come out of your committee 
and it will not only contribute to an increase in our business, but also is a great 
move to the conservation of material. 
Viease do your utmost to urge this adoption. 
Very truly yours, 
Ciry AutTo Parts, IN¢ 
JOHN LD. Lynxcu, President 


Eexutibir No. 64-C 


RicHMOND Avto Parts, INC., 
Richmond, Va., June 8, 1951 
ACCURATE PARTS MANUFACTURING Co., 
12435 Puclid Avenue, Cleveland 6, Ohio. 
(Attention: Mr. Ira Saks.) 

Dear Ira: Since receiving your letter of May 7 I have been checking to see if 
I could get some concrete evidence regarding the manufacturers who are de 
stroying rebuildable parts. We find in this territory that General Motors and in 
particular Chevrolet have been taking in all rods, blocks, brake shoes, and 
clutches when they make the sale, and we are told that they are not using them 
over. We have also been advised that International is Going the same thing on 
heads and other parts, but we have been unable to get concrete information to 
prove this. 

it might be interesting to note that I received a long distance phone call last 
week from an attorney working for the subcommittee of the Ways and Means 
Committee trying to determine whether or not the big-business men were taking 
ndvantage of small business firms, He stated that he had read the minutes of ou 
rebuilders advisory committee and asked for more information on this subject 
2s he wished to report back to the Ways and Means Committee He stated 
emphaiically that there was taik and had been for years, and he thought it quite 
timely that this be investigated. Ll immediately turned him over to Fred Roberts 
und Jack Wiggins and stated that that association could furnish him with addi 
tional information, and as soon as he hung up I called Fred before he could reach 
him to tell him of our conversation. Fred said that as soon as he received the 
call he would get busy in an effort to furnish such information 

If I can furnish anything of additional belp to you in the near future, I shall 
be very glad to do so. Best regards, I am 

Very truly yours, 
Rich MOND AvTO Parts, [Ne 
H. BB. Trustow, President. 

Mr. Goupstern. Now, Mr. Saks, so that we can have this problem 
set In its proper perspective, this problem is not a hew one; it came up 
during the last war; did it not / 

Mr. Saks. Yes, sir. 

Mr. Go.tpstern. And you participated, did you not, on the advisory 
conumittees of the WPB on this particular probleini ‘ 

Mr. Saks. Yes, sir. 

Mr. Goipstrixn. Do you happen to know whether the WPB took 
any action during the last war in order to conserve metals along these 
lines ¢ 

Mr. Saks. Yes. sir. During the last war, there was a conservation 
order written by the War Production Board in which there was a 
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specific prohibition against the destruction of all rebuildable parts and 
units. 

Mr. Goupsrein. Mr. Chairman, I would like to introduce into the 
record and have accepted the WPB order, Conservation Order M-3-11, 
of May 20, 1943, which appears in the Federal Register for 1943, at 
page 6669, and the amendment to that order which appears in the 
Federal Register for Wednesday, February 2, 1944, at page 1550, 
These two orders provide for the conservation of used parts, prevent 
their scrapping, and provide for their rebuilding. 

The CuatrmMan, They shall be accepted. 

(The order and amendment follow :) 


Exnuipir No. 65-A 
{From the Federal Register, May 21, 1943] 


Parr 3259—Usep AUTOMOTIVE PARTS 


[Conservation Order M-311] 


The fulfillment of requirements for the defense of the United States having 
created a shortage in the supply of automotive parts for defense, for private 
account and for export, the following order is deemed necessary and appropriate 
in the publie interest and to promote the national defense: 

$3520.1 Conservation Order M-311l—(2) Applicability of regulations. This 
order and all transactions affected thereby are subject to all applicable provisions 
of the regulations of the War Production Board, as amended from time to time. 

(hb) Definitions. lor the purposes of this order: 

(1) “Person” means any individual, partnership, association, business trust, 
corporation or other organized group of persons, whether incorporated or not, 
who in the course of trade, buys, sells, receives, or processes used automotive 
parts for re-sale either “as is”, re-built or reconditioned, and automotive wreck- 
ers, used automotive parts dealers and scrap dealers, and also any Federal De- 
partment, Bureau or Agency, and State or political subdivision thereof. This 
definition does not include steel mills, foundries or furnaces. 

(2) “Motor vehicle” means any passenger automobile, light, medium, or heavy 
motor truck or passenger carrier, powered with an internal combustion engine; 
or full trailer, semi-trailer or third axle attachment. 

(3) “Used automotive part” means any part listed in Schedule A to this order 
which has been used in a motor vehicle. 

(4) “No longer serviceable” means, when applied to a used automotive part, 
that it is so worn, broken or damaged that use in its present condition, or restora- 
tion by rebuilding or reconditioning, is impracticable. 

(5) “To scrap, sell as scrap or deliver as scrap’, when applied to a used auto- 
motive part listed in Schedule A to this order, means to melt, sell or deliver for 
melting; or to damage, destroy or render useless any such part for the purpose 
of selling the same as scrap metal. 

(G) “Consumer” means the owner or operator of the motor vehicle for which 

used antomotive part is required. 

(c) Prohibition on scrapping used automotive parts. On and after June 1, 
1943, irrespective of the terms of any contract, agreement or other commitment, 
no person, as defined in paragraph (b) (1) above, shall scrap, sell as scrap or 
celiver as serap any used avtomotive part listed in Schedule A, except when such 
part is “no longer serviceable.” This prohibition shall not apply: 

(1) To used automotive parts prepared for shipment or in transit to steel 
mills, foundries or furnaces on June 1, 1948; 

(2) To used automotive parts which on June 1, 19483 were mingled with other 
forms of scrap to an extent where segregation is impracticable; 

(3) To the sale or delivery of vehicles or chassis to auto wreckers, serap 
dealers, automotive dealers, repair shops and garages, or between individuals; or 
to the sale or delivery of used automotive parts other than as scrap. 

(d) Restriction on sales to consumers. No person shall sell or deliver any 
used automotive part to a consumer unless the consumer delivers to such person 
a used automotive part of similar type and size, except where the part for which 
the consumer requires a replacement has been stolen or destroyed. 
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(1) The foregoing restrictions on the sale of used automotive parts shall not 
apply to any Federal Department, Bureau, or Agency, or to any State or political 
subdivision thereof, which is restricted by law from making such disposal of 
used automotive parts. 

(e) Authorization to scrap automotive parts or vehicles. Application for au- 
thority to scrap, sell as scrap or deliver as scrap any used automotive parts of 
the types listed in Schedule A which are still serviceable, or vehicles, may be 
made by filing a letter in duplicate with the Field Office of the War Production 
Board for the District in which is located the applicant’s place of business, 
marked Ref: Order M-311. If the application is for authority to scrap individ 
ual parts already removed, the parts should be listed showing (1) the quantity of 
each on hand, (2) the quantity of each to be scrapped, and (3) the make, model, 
and year of the vehicle from which each was obtained. If the application is for 
authority to scrap a vehicle or vehicles or the chassis thereof, without removal 
of parts for inspection as to serviceability, the applicant should list each vehicle 
ov chassis, identifying it by make, model and year, The reporting provisions of 
this paragraph have been approved by the Bureau of the Budget in accordance 
with the Federal Reports Act of 1042. 

(f) Reports. All persons affected by this order shall execute and file with 
the War Production Board such reports and questionnaires as may from time 
to time be required by the Board, subject to the approval of the Bureau of the 
Budget pursuant to the Federal Reports Act of 1942. 

ig) Violations. Any person who wilfully violates any provision of this order, 
or who, in connection with this order, wilfully conceals a material fact or fur 
nishes false information, to any department or agency of the United States, is 
guilty of a crime, and upon conviction may be punished by fine or imprisonment. 
In addition, any such person may be prohibited from making or obtaining turther 
deliveries of, or from processing or using, materials under priority control and 
may be deprived of priorities assistance by the War Production Board. 

(h) Application of this order. The terms and restrictions of this order shal}! 
not upply outside the continental United States. 

(i) Communications. Ail reports required to be filed hereunder, and all com- 
munications concerning this order shall, unless otherwise directed, be addressed 
to War Production Board, Automotive Division, Washington, D. C., Reference: 
M-311. 

Issued this 20th day of May 1943. 

Wark Propvuction Boar, 
By J. Josepn WHELAN, 
Record ing secre tury 


ScuepDUuLe A 


The used automotive parts to which this order applies are listed below, am 
include such parts for all motor vehicles regardless of make, model, or year. 
This schedule may be amended from time to time by the addition or removal of 
certain parts, or by specifying parts for certain makes, years or models of 
vehicles, or otherwise. 


Axles: Cooling system: 
Axle shaft. Radiator. 
rout axle assembly. Radiator core. 
Propeller shaft. Water pump. 
Ring and pinion gear. Fan belt. 
Shock absorber. Engine: 
Two speed axle assembly. Engine assembly. 
Universal joint. Engine block. 

Bearings: Cylinder head. 
sall bearing. Cylinder sleeve (wet). 
Roller bearing. Connecting rod. 
Taper bearing. Piston. 

Brake: Piston pin. 
Brake drum. Valve. 
Brake shoe. Fuel system: 

Clutch: Fuel pump. 
Clutch assembly. Carburetor. 


Cluteh dise. 
Clutch pressure plate. 
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Ignition system: Transmission : 
Coil. Transmission assembly. 
Distributor. Transmission gear. 
Spark plug. Transmission shaft. 
Spring: Miscellaneous: 
Helper sprite. Window regulator. 
Spring front. Windshield wiper motor. 
Spring rear. Special truck equipment : 
Starting and generator equipment: Air brake. 
Battery cable. Auxiliary transmission. 
Cut-out. Booster brake. 
Generator. Dead axle. 
Generator armature, Fifth wheel and mounting 
Starter motor. Hydraulic hoist. 
Starter bendix. Pole setter. 
Starter armature. Power take-off. 
Voltage regulator. Power winch. 
Steering: Refrigerator unit. 
Steering assembly. Reserve gasoline tank. 
Steering arm. Vacuum tank. 


[F. R. Doc, 48-7989; Filed, May 20, 1943; 11: 02 a. m.] 





ExHiBit No. 65-B 
{From the Federal Register, February 2, 1944] 
Part 38292—AUTOMOTIVE VEHICLES, PARTS AND EQUIPMENT’ 
[Conservation Order M-—311, as Amended Feb. 1, 1944] 
USED AUTOMOTIVE PARTS 


The fulfillment of requirements for the defense of the United States having 
ereated a shortage in the supply of automotive parts for defense, for private 
account and for export, the following order is deemed necessary and appropriate 
in the public interest and to promote the national defense : 

§ 8292.81 * Conservation Order M-811—(a) Purpose of this order. The pur- 
pose of this order is to assure that in the dismantling of used motor vehicles, 
serviceable parts are not scrapped, but are made available to meet the nation’s 
transportation needs. This order does not prohibit the dismantling of used 
automobiles. On the contrary, all trucks and vehicles in auto wreckers’ inven- 
tories should be dismantled as rapidly as possible, so that the serviceable parts 
from them will be readily available as needed, and so that the balance of the 
vehicle can be moved promptly into scrap channels, 

(hb) Applicability of regulations. This order and all transactions affected 
thereby are subject to all applicable provisions of the regulations of the War 
Preduction Board, as amended from time to time. 

(c) Definitions. For the purposes of this order: 

(1) “Person” means any individual, partnership, association, business trust, 
corporation or other organized group of persons, Whether incorporated or not, 
who in the course of trade, buys, sells, receives, or processes used automotive 
piurts tor re-sale either “as is’, rebuilt or reconditioned, and automotive wreckers, 
used automotive parts dealers and scrap dealers, and also any Federal Depart- 
ment, Bureau or Agency, and State or political subdivision thereof. This detini- 
tion does not include steel mills, foundries or furnaces. 

(2) “Motor vehicle’ means any passenger automobile, light, medium, or 
heavy motor truck or passenger carrier, powered with an internal combustion 
engine; or full trailer, semi-trailer or third axle attachment, 

(3) “Used automotive part” means any part listed in Schedule A to this order 
Which has been used in a motor vehicle. 

(4) “No longer serviceable” means, when applied to a used automotive part, 
that it is so worn, broken or damaged that use in its present condition or restora- 
tion by rebuilding or reconditioning is impracticable. 


1Formerly Part 3239, § 3239.1. 
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(5) “To scrap, to sell as scrap or deliver as scrap” when applied to a used 
automotive part listed in Schedule A to this order, means to melt. sell or deliver 
for m@ting: or to damage, destroy or render useless any such part for the 
purpose of selling the same as scrap metal. 

(6) “Consumer” means the owner or operator of the motor vehicle for which 
a used automotive part is required. 

(d) Prohibition on scrapping used automotive parts. On and after June 1, 
1943, irrespective of the terns of any contract, agreement or other commitment, 
no person, as defined in paragraph (b) (1) above, shall scrap, sell as scrap or 
deliver as scrap any used automotive part listed in Schedule A except when 
such part is “no longer serviceable”. This prohibition shail not apply: 

(1) To the sale or delivery of vehicles or chassis to auto wreckers and scrap 
dealers; to the sale or delivery of vehicles or chassis to or by automotive dealers, 
repair shops and carages, or between individuals; or to the sale or delivery ot 
used automotive parts other than as scrap. 

(2) ‘To the sale or delivery of used parts purchased as scrap by scrap dealers, 

(e) Restrictions on sales to consumers—i1) Purchaser to turn in old part 
No person shall sell or deliver any used automotive part to a consumer unless 
the consumer delivers to such person a used automotive part of similar type and 
size for each used part delivered to the consumer. However, a used automotive 
part need net be turned in in the following cases: (i) if the used part has been 
consumed in use, lost or stolen; (ii) if the used part is ordered by telephone, tele 
gram or mail and shipped to the purchaser. 

(2) The foregoing restrictions on the sale of used automotive parts shall not 
apply to any Federal Department, Bureau or Agency, or to any State or political 
subdivision thereof, which is restricted by law from making such disposal of used 
automotive parts, 

(f) Authorization to scrap automotive parts or vehicles, Application for au- 
thority to scrap, sell as scrap or deliver as scrap any used automotive parts of 
the types listed in Schedule A which are still serviceable, or vehicles, may be 
made by filing a letter in duplicate with the Field Office of the War Production 
Board for the District in which is located the applicant’s place of business, 
marked ref: Order M-311. If the application is for authority to serap indi- 
vidual parts already removed, the parts should be listed showing (1) the quan 
tity of each on hand, (2) the quantity of each to be scrapped, and (3) the make, 
model and year of the vehicle from which each was obtained, or otherwise iden 
tified. If the application is for authority to scrap a vehicle or vehicles or the 
chassis thereof, without removal of parts for inspection as to serviceability, the 
applicant should list each vehicle or chassis, identifying it by make, model and 
year. The reporting provisions of this paragraph have been approved by the 
Bureau of Budget in accordance with the Federal Reports Act of 1942, 

(g) Special directions. Whenever it is determined by the War Production 
Board that motor vehicles acquired by any auto wrecker are het being dismantled 
at a rate sufficient to meet the needs for scrap and serviceable parts, the Board 
by written direction may order such auto wrecker not to purchase or accept 
delivery of additional motor vehicles or parts thereof until he shall have dis- 
mantled the number of motor vehicles then in his inventory which may be speci- 
fied in such direction. 

(h) Violations. Any person who wilfully violates any provision of this order 
or who, in connection with this order, wilfully conceals a material fact or fur- 
nishes false information, to any department or agency of the United States, is 
gnilty of a crime, and upon conviction may be punished by fine or imprison- 
ment. In addition, any such person may be prohibited from making or obtaining 
further deliveries of, or from processing or using materials under priority con 
trol and may be deprived of priorities assistance by the War Production Board 

(i) Application of this order. The terms and restrictions of this order shal 
not apply outside the continental United States. 

(j) Communications. All communications concerning this order shall, un- 
less otherwise directed, be addressed to War Production Board, Automotive 
Division, Washington 25, D. C., Reference: M-311. 

Issued this Ist day of February 1944. 

War Propverron Boarp 
By J. Joseru WHELA®» 
Reco 1 


Secretary 
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SCHEDULE A 


The used automotive parts to which this order applies are listed bel6w. and 
include such parts for all motor vehicles regardless of make, model, or vear. 
This schedule will be amended from time to time by the addition or removal of 
certain parts, or by specifying parts for certain make, year or model of vehicles. 
or otherwise. 


Arles Engine 
Axle shaft Engine assembly 
Front axle assembly Engine block 
Propeller shaft Cylinder head 
Ring and pinion gear Cylinder sleeve (wet) 
Shock absorber Connecting rod 


Universal joint 


Front wheel suspension Fuel system 


Fuel pump 


Ball wearings Carburetor 
rat 
Roller Ignition system 
Taper Coil 
Springs Distributor 


Coil spring Spark plug 


Spring front, including coil springs Steering 
Spring rear . ; 
thee clini Steering assembly 
Starting and Generator Equipment on ee 
’ ‘ Transmission 
Generator _ os 
: 2 g rransmission assembly 
Generator armature Transmission gears : 
. s gears 
Starter motor - 
Starter armature Special truck equipment 
Starter bendix Air brake 
Voltage regulator Auxiliary transinission 
Brake Booster brake 


Dead axle 

Two-speed axle assembly 
Clutch Fifth wheel and mounting 
Hydraulic hoist 
Pole setter 
Power take-off 
Power winch 


Brake drum 
Brake shoe 


Clutch assembly 
Cooling system 
Radiator 


Radiator core we [ 
Water pump Refrigerator unit 
Reserve gasoline tank 


Vacuum tank 
Helper springs 


[F. R. Doe. 44-1590 ; Filed, February 1, 1944; 11:32 a. m.] 


Mr. Gotpste1x. Now, Mr. Saks, have you participated during the 
present emergency in industry advisory committees which have taken 
up this problem ¢ 

Mr. Saxs. Yes, sir. I happen to be a member of the Industry 
Advisory Committee of the Replacement Parts Manufacturers and also 
of the Engine and Parts Rebuilders. 

Mr. Gotpstern. Are those both in the NPA, sir / 

Mr. Saks. Yes,sir: those are both inthe NPA. 

Mr. Gotpsrein. And, Mr. Dunmore, are you a member of those / 

Mr. Dunmore. I am a member of the Engine Rebuilding Advisory 
Committee, NPA. 

Mr. Gotpstern. Now, am I correct in saving that this matter has 
been brought to the NPA’s attention, as evidenced by the minutes of a 
meeting of April 24, 1951, of the Automotive Engine and Engine 
Parts Rebuilders Industry Advisory Committee to the NPA? 

Mr. Saks. Yes, sir. 

Mr. Goipste1xn. And both of you gentlemen were present at that 
meeting, were you not ¢ 
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Mr. Dunmore. Yes, sir. 

Mr. Saks. Yes, sir. 

Mr. Gotpstern. Mr. Chairman, I should like to have admitted into 
the record the minutes of the afore-mentioned meeting, which contain 
a reference to the Bendix drive exchange plan which Mr. Saks testified 
to before, and which contains the following statement as well: 


Mr. Allen C. Pierce, conservation and reclamation staff of NPA, explained to 
the committee the need for an over-all conservation program and asked the com- 
mittee to work out a voluntary program. Methods of conservation suggested by 
Mr. Pierce were (1) simplification, (2) standardization, (3) substitution, (4) 
recommendations on possible down-grading of specifications, and (5) the in- 
stitution of a scrap program. 


(The matter referred to is as follows :) 
Exuielt No. 66 


MINUTES, MEETING OF AUTOMOTIVE ENGINE AND ENGINE PARTS REBUILDERS 
INDUSTRY ApbvISORY COMMITTEE, APRIL 24, 1951 


L. S. Beerman, Motor Vehicle Division, NPA, Government presiding officer 


Committee members: 
Norman A. White, Automotive Service Industries, Minneapolis, Minn. 
*William Haacke, H. & H. Machine & Motor Parts, Co., St. Louis, Mo. 
*W. M. Hudgins, Koochook Co., Inc., St. Louis, Mo. 
*C. E. Montieth, Montieth Bros., Inc., Elkart, Ind. 
*H. C. Miller, Noble Motor Rebuilders, Inc., Easton, Md. 
*Charles Dunmore, Rebuilders, Inc., Garland, Tex. 
*Ira Saks, Replacement Unit Co.. Cleveland, Ohio 
*H. B. Truslow, Richmond Auto Parts Co., Inc., Richmond, Va. 
*L. W. Smith, Standard Automobile Necessities, Inc., Lodi, N. J. 
*Harry B. Smith, Unit Parts Co., Oklahoma City, Okla. 
*George W. Marquardt, Van Bergen & Greener, Inc., Chicago, Ill. 
*A. J. Woodruff, John Wilmer Co., Inc., Atlanta, Ga. 

Industry advisory committees are representive groups formed for the purpose 
of furnishing advice and information to the National Production Authority on 
matters furthering the defense effort. No actions are taken or decisions made 
in these meetings since they are solely for advisory purposes. Suggested sub- 
jects for consideration at future meetings may be sent to the Government presid 
ing officer. 

Government attendance—National Production Authority: 
(. B. Batman, Light Metals Division 
Robert Cass, Transportation Equipment Division 
John G. Daley, Transportation Equipment Division 
George R. Davis, Transportation Equipment Division 
Milton Englert, Iron and Steel Division 
Kilbourn Gordon, Copper Division 
Guy Johnson, Office of Small Business 
H. R. Kaplan, Office of Public Information 
Melvin Kelly, Transportation Equipment Division 
David C. Murchison, Office of the General Counsel 
Arthur Passmore, Office of Civilian Requirements 
Robert M. Parrish, Office of the General Counsel 
Francis C. Peters, Office of Industry Advisory Committees 
Allan C. Pierce, Conservation-Reclamation Division 
Erwin Vogelsang, Tin, Lead, and Zine Division 


PURPOSE OF THE MEETING 


The Automotive Engine and Engine Parts Rebuilders Industry Advisory Com 
mittee met on April 24, 1951, to discuss problems of the industry. 

Mr. L. S. Beerman (Motor Vehicle Division, NPA) was the Government presid 
ing officer. 





*Present at meeting. 
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RULES GOVERNING INDUSTRY ADVISORY COMMITTEES 


Mr. Francis C. Peters (Office of Industry Advisory Committees, NPA) brietly 
reviewed the rules under which industry advisory committees are formed and 
the procedures under which they operate. Mr. David C. Murchison (Office of 
the General Counsel, NPA) outlined the conditions under which such committee 
may operate without being in violation of the antitrust laws. 


PROCUREMENT PROBLEMS 


Committee members reported that procurement problems on components and 
on steel and copper needed in the industry’s production are beginning to make 
themselves felt. Delivery time on all components is rapidly lengthening, and 
suppliers are beginning to ask for rating which they can extend to obtain 
materials. The over-all volume of supplies, it was recognized, is probably not 
less than the rebuilders received in the base period (first 6 months of 1950). 
jut the base period was a low point for the industry : demand has risen sharply 
in the past few months (over 200 percent, it was estimated, in one company), 
and the base period level of supplies is not a realistic basis of comparison for 
present requirements, 

Particular difficulties were reported on essential equipment such as clutch 
facings, crankshafts, roller bearings, bronze bushings, die-cast parts for fuel 
pumps, axles, gears, copper gaskets, etc. All industry representatives said that 
these parts are becoming scarce. Difficulties were also reported on steel and 
copper. 

At the moment the industry is able to maintain a good level of operations. 
But, with the demand upon it at such a high level and with all the items essen- 
tial to its production getting scarce, the committee was apprehensive about the 
future and about the ability of the industry to supply requirements for rebuilt 
engines and parts. 

As rebuilders, industry representatives pointed out, they feel the shortages 
one step down the lines. Their suppliers feel them first, and the full impact 
has not yet struck the rebuilders’ level of operations. 

Recommendation.—The committee unanimously recommended that NPA issue 
an order giving priority assistance to the manufacturers of automotive replace- 
ment parts and making provision for the distribution of such parts through the 
normal outlets. 

MATERIALS SITUATION 


Copper.—Mr. Kilbourn Gordon (Copper Division, NPA) told the committee 
that the copper situation is very tight and will continue so for the foreseeable 
future. Under the amended copper order, M-12, however, the user of copper 
may use 40 percent of his permitted quarterly amount in any given month during 
the quarter. This will allow for greater flexibility in planning production, he 
said. 

A committee member suggested that possibly there were new reasons for the 
scarcity of copper that have not been taken into account. The steel mills, he 
said, are buying scrap and melting it down for the copper it contains, and the 
copper drawers have been drawing more small wire for the television and 
radio industry because they know they have only a limited amount of metal 
to work with. Both of these developments, he said, have taken off the market 
materials which the rebuilders have normally had. 

Stecl.—Mr. Milton Englert (Iron and Steel Division, NPA) said that the 
impact of defense needs is making heavy inroads on the supply of sheet and 
strip steel and that the next 2 months will be very difficult. Beginning July 1 
the controlled materials plan will go into effect, and the situation may possibly 
improve after that. 

Mr. Englert asked what the industry's experience with the warehouses had 
been and whether the warehouses are asking for DO’s. The warehouse, he said, 
is guaranteed 85 percent of its base period supply automatically, without having 
to extend DO’s to the mills for it. 

It should not, therefore, demand DO’s from its customers. One industry 
representative reported that the warehouse with which his company deals did 
not have the needed sizes in stock. The warehouses, he said, are taking their 
steel in the sizes that they make the highest profit on. It was said, also, that 
a gray market is developing in warehouse steel. The manufacturers of some 
gadgets can pay more for steel than the producer of automotive parts, whose 
price is set in the competitive market. 








‘ 
; 








PATEK ad Siero & 





STUDY OF MONOPOLY POWER dol 


CONSERVATION 


Mr. Allan C. Pierce (conservation-reclamation staff, NPA) explained to the 
committee the need for an over-all conservation program and asked that the 
committee work out a voluntary program. Methods of conservation suggested 
by Mr. Pierce were (1) simplification, (2) standardization, (3) substitution, 
(4) recommendations on possible downgrading of specifications, and (5) the 
institution of a scrap program. 

It is important that industry do everything possible to effect conservation 
by any and all of these methods, he emphasized. He also described in some 
detail the Nation-wide scrap program that NPA has instituted to bring into the 
steel mills an additional 3 million tons of scrap to meet the needs of the expanded 
steel production schedules. He urged the cooperation of the industry on this 
program. 

SAVINGS OF MATERIALS BY REBUILDING PARTS 


Industry representatives demonstrated by figures and by an exhibit of their 
products that the rebuilding of automotive engines and parts provides a sig- 
nificant saving of materials. A new engine, it was said, uses 475 pounds of raw 
material, primarily cast iron and steel; the rebuilding of a serviceable part takes 
approximately 15 pounds, a difference of 460 pounds. This figure, multiplied by 
the millions of engines that are rebuilt (5 million in 1950) represents an enor- 
mous saving of steel. Seventy-five out of every three hundred engines are re- 
placed. Out of this 75, 60 could be rebuilt. The other 15 would have to go to 
the scrap heap. 


SCRAPPING OF REBUILDABLE ENGINES AND PARTS 


Industry representatives protested against a practice of the manufacturers 
that is diverting from the rebuilders engines and components that could be re- 
built. Many manufacturers, they said, are requiring the purchaser of a new 
part to turn in an old part in exchange, and they are breaking up the old part 
as junk to prevent the rebuilder from getting it. By the addition of small 
amounts of material, the rebuilder can salvage these parts, but the manuiac- 
turers want to eliminate this competition. This practice, industry representa- 
tives said, should be prohibited by an NPA order similar to the World War II 
conservation order which prohibited the scrapping of rebuildable parts. 

Mr. Pierce doubted that an order of this type would be practicable under 
present conditions. Moreover, the need of the steel mills for industrial scrap 
is so great that, if the rebuilders are operating at a high level, it would be wrong 
to hold back questionable items, he said. Industry representatives replied that 
the rebuilders of small parts are not operating at top capacity, largely because 
the old units are being destroyed. These are their biggest source of materials, 
representing 90 percent of the poundage the rebuilders use, it was said. The 
flow of rebuildable items has completely stopped as the result of deliberate de- 
struction at the point of sale, and the inventories of the rebuilders are almost 
depleted. Industry representatives questioned the wisdom of any conservation 
measure which encourages the scrapping of units that could be rebuilt with only 
a small fraction of the meaterials that will go into new units to replace them, 
They emphasized, also, that the rebuilders are not keeping out of the scrap 
channels any engines and parts that cannot be rebuilt. If the supply of old units 
were larger, moreover, they could be more selective. They would then be able 
to salvage only the better units and could throw into serap more of the units 
they are now using. 

As an example of the practice against which the industry representatives were 
protesting, the following advertisement was read into the record, taken from 
the 1950 Supplement to the AEA Universal Catalog of Original Equipment Service 
arts: 

“Bendix Drire Fachange Plan 

“Practically all types of Bendix drives, except for a few special types. are 
subject to the exchange plan. The car owner is given a liberal exchange allow- 
ance of $1 from the list price, and a merchandise credit allowance of 59 cents 
each is made by us through distributors to dealers, service stations, and others 
of the trade. The drives supplied by us under this plan are not rebuilt units 
but complete new drives packed in new cartons. The worn Bendix drive is to 
be returned to our central distributor for ultimate disposal. 
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“Remember, every old Bendix drive returned under this plan reduces the 
potential supply for the spurious rebuilder.” 

Recommendation.—YVhe committee unanimously recommended that, if possible, 
an order be worked out which will prohibit the destruction of rebuildable parts 
or units and that these be made available to the rebuilding industry as raw 
materials for its operations for the purpose of greater conservation of critical 
materials. 

ESSENTIALITY OF THE INDUSTRY 

Mr. Beerman said that the Motor Vehicle Division is making every effort to 
keep in view the importance of the whole automobile industry to the civilian 
economy. In regard to the automotive engine and parts rebuilders industry, 
he thought that there is little doubt but that it will be considered essential. 

Mr. Beerman discussed with the committee a proposed order, patterned on the 
automotive order L-158 of World War II, which it is expected will be issued in 
the very near future. Under the provisions of this order the rebuilders, like 
the manufacturers, would be given a rating to extend to their suppliers. 


NAME OF THE COMMITTEE 


Industry representatives pointed out that the name of the committee should be 
corrected to read as follows: “Automotive Engine and Parts Rebuilders Indus- 
try Advisory Committee.” 

I wonder if you could tell us what the words “simplification” and 
“substitution” mean in terms of conservation in this ease. 

Mr. Saks. I do not know that there is a great deal of substitution 
to be made. Of course, Mr. Pierce outlined a general policy of con- 
servation which NPA is following throughout industry. I do not 
think that anyone has any quarrel with that policy. 

Jin fact, we are all heartily in accord with that policy and want to 
cooperate to every extent because we are dependent on these parts 
manufacturers who supply us with parts in order to be able to stay 
in business, So there is no difference of opinion so far as that is con- 
cerned. 

However, and I bring this up because it has been mentioned, if any- 
one attempts to confuse our issue with the gathering of scrap issue, 
then I want to point out that if you take that 475-pound engine and 
you put a sledge hammer to it and you put it in a scrap heap and 
remelt it, you have the following steps: No. 1, you would lose 20 
percent of the metal of that engine in slag at the furnace before it 
becomes steel; then you lose at least another 29 or 25 percent in the 
trimming in the rolling mill and in the machining of these various 
parts that go to make an engine. 

So under the best of circumstances you can get only 60 percent or 
less of the metal back from that engine which you have put the sledge 
hammer to, to say nothing of the millions and millions of hours of 
scarce labor that you would have to put in to put that all through 
the various processes to take that engine block and make scrap out 
of it and then produce another engine, and then the millions and mil- 
lions of hours of machine tools that would be wasted in accomplish- 
ing that purpose. 

Mr. GoLpstetn. Sir, is it correct to say that the NPA conservation 
program does not follow the old WPB order, which kept from the 
scrap heap these parts which you would normally rebuild ¢ 

Mr. Saks. That is right. As a matter of fact, we have been told 
by NPA that they did not feel that a prohibition order of the kind 
and type that was written at that time, that you just put into the 
record, sir, would be desirable to promulgate at this time under present 
conditions, 
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Mr. Gotpstrein. Did they give any reason for that, sir’ 

Mr. Saks. The only reason which has been given, which is perhaps 
to some extent a valid reason, was that they said when that order was 
written We were in a shooting war. 

The CHarrman. Why shouldn't an order like that be the order of 
the day, whether it is peace or war, if we can save metal / 

Mr. Saxs. Mr. Congressman, let me point this out to you. IT want 
toshow you this. This isa record of hearings before the Select Com- 
mittee on Small Business of the House of Representatives held under 
the chairmanship of Wright Patman in Butte, Mont.. on September 
3, 1948, at which time I testified before Congressman Patman on sey 
eral subjects, including this very subject that we are talking about 
now.*> I believe that if you peruse the record you will find that Mr. 
Patman made the remark at that time to the counsel who was examin- 
ing me and questioning me to the effect that he considered that a form 
é¢ sabotage and that the committee should look into it further. 

Now, Lam not bringing this up asa point of eriticism. 

The CHAIRMAN, Where is the Opposition coming fr 

Mr. Saks. Pardon me? 

The Cuatrman. Is the opposition coming from the automobile 
manufacturers, or what you call assemblers ¢ 

Mr. Saks. Naturally. 

The Cratrman. What form does the opposition take ? 

Mr. Saks. The reason for it is obvious, Mr. Congressman. In one 
case, Chrysler will sell a new engine for maybe $200 or $175 or $250—— 

Mr. Dunmore. ‘Two hundred and eighty-five dollars. 

Mr. Saks. Or 8285. And in the other case they sell nothing. Now, 
if that old engine is not broken up, then Mr. Dunmore can buy it. He 
‘an rebuild it, and he can have it available fer somebody else that 


} 
nit’ 


Walits to use it. 

Mr. McCutzvocn. What does he sell it for? 

Mr. Sans. How is that / 

Mr. McCunzsocn. What does he sell it for? 

Mr. Dunmorz. We will take, for example. a Dodge engine. The 
new engine is sold by Chrysler dealers for S255 plus any accessories or 
labor charges to install it. 

Phe engine which we are producing carries an average retail price 
of approximately $145, or approximately $140 diiference for two 
dentical units. 

Mr. McCuntzocn. And with this satisfaction guaranty to which you 
previously testified / 

Mr. Dunmore. Yes, sir. 

The Crnairman. Does the public know about this generally / 

Have you had good public relations in this regard ¢ 

Mr. Saks. The answer to that is that the public knows the other 
side of the story a great deal more than they know our side of the 
story because the other people are spending millions and millions of 
dollars every day to tell them about genuine parts. 

The Cirairnman. As an example, the Bendix drive? 

Mr. Saxs. That is right. And they call us spurious parts. They 
conduct a fear campaign, and they try to inculcate into the average 

** Hearings, Select Committee on Small Business, House of Representatives, 80th Cong., 


2d sess.. Monopolistie and Unfair Trade Practices, Subcommittee No. 1, September 3, 1948, 
pp. 3-18. 
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car owner a fear that unless their part is used he is taking his life 
in his hands in getting it into his car. And, of course, to a very great 
extent, when you keep plugging away at a thing and you spend mil- 
lions of dollars to do it, it becomes adios 

The CHatrMan. When was the last time you took this matter up 
with the NPA through your advisory committee ? 

Mr. Saks. The last time we took it up with NPA through the 
advisory committee was this meeting—— 

The CHamrman. April 24¢ 

Mr. Saks. Yes, sir. 

The Cuatrman. And has there been no meeting since April 24? 

Mr. Saks. Not of our committee. There have been other meetings. 
I personally discussed it privately with some of the NPA officials, or 
directors, and they believe that perhaps they can get this accomplished 
by appealing to the manufacturers, the original manufacturers, so to 
speak, to desist from that practice without having to write an order. 

The CHamman. That is, desist from the practice of deprecating 
your work ¢ 

Mr. Saks. No, sir; desist from the practice of destroying those units. 
They will never desist from the practice of deprecating our work. 
That is too much to hope for. 

Mr. Gortpstern. In other words, the NPA thinks it is desirable, but 
they will not promulgate an order; they want to do it by voluntary 
arrangements with the manufacturers ? 

Mr. Saks. That is correct. 

Mr. Dunmore. If I am not mistaken—you can correct me if I am, 
Mr. Saks—a statement was made during the meeting which we held 
that they did not feel that they wished to interfere with existing trade 
practices, Is that right? 

Mr. Saks. That is correct. 

Mr. Goipstrin. But they want to conserve metal for the defense 
effort. 

Mr. Dunmore. We are being impressed daily with the importance 
of conserving metal. We are in a very critical condition in the United 
States today. Steel is short; copper is short; all of these metals are 
short. Therefore, we must exert every effort we have to conserve it. 
On the other hand, they say that they cannot stop the new-car manu- 
facturer from destroying these parts because they do not want to inter- 
fere with trade practices. 

The Cuatrman. Who is Mr. Pierce, Mr. Saks? 

Mr. Saxs. Mr. Pierce was—and I say “was” advisedly—the head 
of the Conservation Division of NPA. Tunderstand—I have been told 
only yesterday—that the Conservation Division has been abolished 
as such and that conservation is now a part of each industry division 
or ~ ages instead of having a separate division. 

Mr. Gorpsterx. Mr. Chairman, in reference to your question on 
Mr. Pierce, I might say that the information supplied to the subeom- 
mittee is that Mr. Pierce isa WAE consultant—— 

The CHarrMAN (interposing). WAE? 

Mr. Goupsterx. WAE. That is “when actually employed”—con- 
sultant on conservation and industry operations of NPA. He was 


previously assistant to the vice president of Pangborn Corp., of 


Hagerstown, Md. This company makes dust control and sandblast 
equipment, and there is hardly any big company which has not pur- 
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chased material from Pangborn. Its major customers include Ford, 
General Motors, Chrysler, and other automotive manufacturers who 
are big users of dust control sandblast equipment. 

Now, Mr. Dunmore, we have not had much of an opportunity to 
hear from you. I wonder if you would like to comment on any of the 
testimony with reference to the need for conservation or the difficulties 
in maintaining conservation. 

The CuHairman. Before you get into that, is Mr. Pierce a possible 
stumbling block to having reenacted that conservation of metal pro- 
gram that was adopted by the War Production Board during the 
last war 

Mr. Saks. As far as I know, I do not believe so, because I think that 
this thing is much bigger than Mr. Pierce. 

Mr. Govpstery. What do you mean by “much bigger,” sir / 

Mr. Saks. I mean there are stronger influences than just Mr. Pierce. 

The Cuamrman, Is he an influence, if you know ¢ 

Mr. Saks. I do not believe so. I would not say so. 

The CHarrmman. Would the fact that he has customers who are 
the largest automobile manufacturers cause him to hesistate in aiding 
the promulgation or advising the promulgation of such an order‘ 

Mr. Saks. That may be possible. But Mr. Pierce has a good many 
other people over him in NPA, particularly in our own automotive di- 
vision, Who perhaps exert more influence than Mr. Pierce does, and 
I would not say that it is the influence of anyone in particular. But 
there are a great many people on top of Mr. Pierce; so L would not 
want to pomnt any finger at anyone. 

The Cuatrman. Is the automotive engine and engine part rebuilders 
industry advisory committee under the aegis of the Motor Vehicle Di- 
vision of NPA? 

Mr. Saks. That is corerct, sir. Manly Fleischmann is the director. 

The Cuairman. I know that. But the Motor Vehicle Division is 
the Division under which you operate as the advisory committee ¢ 

Mr. Saxs. That is right, sir. 

The CHairman. And who was the presiding Government oflicer of 
your advisory committee ¢ 

Mr. Saxs. Of our advisory committee? Mr. Beerman. 

The Cramman. Does the Motor Vehicle Division have control of 
other advisory committees having to do with the manufacturing of 
cars ¢ 

Mr. Saks. Yes, sir. It has an automobile manufacturers advisory 
committee; it has a truck manufacturers advisory committee; it has an 
off-the-road engine advisory committee such as is used in road work 
and so forth; it has a replacement parts advisory committee, and it 
has an engine and parts rebuilders advisory committee. It might 
have others, but those I am sure of. 

Mr. Goipsrerx. Now, sir, 1 wonder if you could tell us in addition 
to the effect on the conservation program, in terms of metal which is 
going into scrap instead of being conserved for engines, whether or 
not there has also been an effect on your inventory of engines and 
other parts which might be used to keep your organizations and your 
manpower voing, 

Mr. Saxs. Oh, there is very little question about that. In our own 
case, in the clutch business, our biggest problem today is securing suffi- 
cient old units to be able to maintain a float of our products to our 
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distributors and to the users of our products. I believe that perhaps 
Dr. Dunmore can say something about that insofar as it affects 
engines. 

Mr. Dunmore. We are very dependent upon what we term a block 
float. In other words, we operate entirely on the exchange basis. We 
build in the vicinity of 125 to 150 engines daily. Our plant, which is 
one of several large production rebuilding plants in the country, 1s set 
up on the sar» principle as the Ford engine plant or the Chrysler en- 
gine plant. We have the same type of production line. And in order 
to give the buyer, the consumer in the Nation the benefit of lower prices 
through better production methods, we must maintain production to 
maintain our costs. So we are more dependent, actually, upon the old 
engine float than we are upon the new parts. If we cannot get the 
old cores in to rebuild, then our production breaks down. 

So the minute that we have restrictions placed upon us by the prac- 
tices which are in effect today, two things happen: We have one of two 
alternatives. We can either break down production which in turn 
increases costs, which we have to absorb with today’s operation, or 
pass those increased costs on to the consumer; or we are compelled to 
go out and pay a premium to get these old cores. In other words, we 
will say the Chevrolet Motor Co. says to their dealer, “We will give 
you $10 for that old block. You destroy it and scrap it. Keep it out 
of the hands of the rebuilder.” 

So the Chevrolet dealer does this. He takes the old casting and he 
breaks it up. There are several parts in there that he feels he can sell 
or he can use. So he has $10 from the Chevrolet Motor Co. for that. 
Then he in turn sells that casting as scrap metal to somebody and 
gets possibly another $5, $4, or $5 for that. So in order for us to get 
that supply of engines to keep production lines running, to serve the 
poor man in this country who cannot afford to pay $285 for an engine— 
$140 means a great deal to many people in the United States today— 
we have to go out and, instead of buying that old core for $12.50 or $15, 
which is a fair value, we have to say, “We will give you $20 or $22 for 
it,” in order to remain in business to produce the engine to sell to the 
workingman who must have transportation to get back and forth to 
WOrkK. 

Mr. Witson. What is the main source of your parts, Mr. Dunmore ? 
Garages and places like that ? 

Mr. Dunmore. No. We sell primarily through chain-store offices. 

Mr. Witson. Where do you get your parts ¢ 

Mr. Dunmore. We have men out buying and they call on garages 
and wrecking yards and dealers where they see old engines lying 
around, They pick them up and bring them to us and we either accept 
them as being rebuildable or reject them. If they have one or two 
cracks in them, we can repair them and put them back in rebuildable 
condition andsavethem. I=f they are just too much of a loss and cannot 
be repaired, then they go into the scrap market. 

Now, speaking of conservation, as an example we will take one 
particular model. Of every 100 Ford engines which we receive for 
rebuilding which come back as exchanges out of the customer's auto- 
mobile, 90 percent of them will be cracked. In other words, that 
engine could not have been overhauled. It would have had to be 
scrapped and a new engine put in that car to replace it. But through 
our modern, up-to-date rebuilding process, of the 90 percent which 
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are cracked, we are able to salvage and put back into operation better 
than 85 percent. The other remaining 15 percent that we cannot 
save immediately goes into the foundry for conversion back to metal 
again that can be used. 

~Mr. Wutson. What are those cracks caused from mainly? Freez- 


ing ¢ 
Mr. Dunmore. Freezing: overheating; flaws in the new castings 


that Mr. Saks referred to previously. 

Mr. Witson. Overheating? 

Mr. Dunmore. There are many causes. 

Mr. Goupster1n. In other words, you do not really withhold things 
from the scrap market? When it should be scrap, you send it in for 
scrap ¢ 

Mr. Dunmore. No, sir. We ship scrap weekly. We keep our yard 
free of scrap. 

The Cuairman. It would be an advantage if the manufacturers 
did not use improper methods. 

Mr. Saks. I might say that as far as most rebuilders are concerned, 
they cannot keep much scrap if they wanted to because they are usually 
cramped for space and in order to keep operating they must get rid of 
their scrap. 

The Cuarrman. Mr. Saks, if you know, in all fairness, what is the 
opposition to the conservation order? 

Mr. Saks. The opposition, Mr. Congressman 

The CuarrmMan. | do not mean those who do oppose it. What is 
the argument, if any ? 

Mr. Saks. The argument is simply a case of, that is their policy of 
operation, and that is that. 

The Cuatrman. In other words, they want to sell more new cars 
and new engines? 

Mr. Saks. Well, the more cars does not enter into the subject at 
all. It is just more parts. And instead of selling an individual 
part they sell the complete unit. Now, on the other hand, the Ford 
organization is not under criticism in this connection, because Ford 
is doing a great deal of rebuilding themselves in their own organiza- 
tion, and they are supplying all these units in rebuilt form, so that 
Ford is in competition with us in the rebuilding field. 

The CHarrmman. You do not object to that, of course? 

Mr. Saks. No, sir; we do not object to it at all and we feel that we 
can hold our own with that, providing they do not use clubs over us 
as they usually do. 

For instance, they will go in to a car dealer and say, “You cannot 
buy these parts. They are not our parts. And if you expect to get 
your allocation of cars and trucks in the next 3 months, vou had better 
quit it.” 

The Cramman. Now, there has been no meeting since April 24. 
Have you asked for a meeting of your advisory committee ? 

Mr. Saxs. There is a meeting of the replacement parts manufac 
turers committee scheduled for tomorrow. 

The CHamman. That is not the same as the automotive engine 
parts ¢ . 

Mr. Saks. No, sir. But I happen to be on both of those commit 
tees, 
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The Cuatrman. Would you raise the question there ¢ 

Mr. Saks. Yes, sir. I was told that I might do so. 

The Cuarman. I think it might be well for you to recite your 
appearance before this subcommittee, too, and the committee—i am 
sure I can speak for the members of this subcommittee—are watchful 
and very anxious to help you in this regard in the interests of con- 
servation of metal. 

Mr. Saks. In closing I would like to refer again to the testimony 
that was given before this House Small Business Committee on 
September 3, 1948, and subsequent hearings held in several other 
cities where various rebuilders testified. 

The CHarmman. There is no need to put that in the record. We 
will accept it for reference and keep it in our files, 

Mr. Saks. Yes, sir. 

Mr. Gorpste1n. May I ask this question? Either Mr. Dunmore 
or Mr. Saks may answer. 

In the event no such conservation order as was promulgated by 
WPB is put into effect and the situation continues as it is now, do 
you expect that you can remain in business and retain your man- 
power, say, during the next 3 or 4 years? 

Mr. Saxs. No, sir. 1 would say definitely not. We could remain 
in business but our business would have to be contracted considerably 
and a lot of people who might want to save the difference by using 
rebuilt units will not have them available, and they will have to go 
to the car manufacturer or to the car dealer and pay the difference 
for a brand-new unit. That is definite. I do not think that there 
is any argument on it, and I think that Mr. Dunmore will bear me 
out. It may not mean our being out of business, but it certainly will 
be a considerable curtailment of our business and our service. 

The CHatrman. What about the fellows a little smaller than you 
who employ 10 or fifteen men? They might be out of business might 
they not ? 

Mr. Saks. They might be out, yes. 

Mr. Srevens. Mr. C ‘hi airman, I would like to ask two or three ques- 
tions, if I may? 

Mr. Saks, I am interested in the way this was brought to the atten- 
tion of the NPA. Was the April meeting the first time this subject 
was mentioned or had you been trying to get relief earlier than that ? 

Mr. Saks. No, sir. As far as the present NPA is concerned, that 
was the first time it was brought to their attention. The only other 
time that it was brought to the attention of governmental authorities, 
I might say, was the ‘old WPB and subsequently in 1948 before Con- 
gressman Patman. 

Mr. Srevens. At that meeting, when the meeting was called, was 
this a subject that was on the agenda, or did you just happen to bring 
it up at the meeting? 

Mr. Saks. No. We brought it up as a part of the conservation item 
on the agenda. 

Mr. Stevens. I see. The Government put the conservation item on 
and you brought this to their attention ? 

Mr. Saks. And we took advantage of that to bring that in as a part 
of the conservation item on the agenda because as you probably know, 
the advisory committee does not make up the agenda. 
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Mr. Srevens. That is what I had in mind. I was wondering if that 
restricts you in any way in the presentation of the necessity for relief 
for your industry. In other words, do you feel that you would be 
better able to present your case if you were able to go directly to the 
NPA on your own initiative ? 

Mr. Saks. I do not think that I would want to say that they are 
restricting us in that respect. As a matter of fact, I was told yester- 
day that this item would be put on the agenda of the automotive re- 
placement parts manufacturers advisory committee, and that I would 
be given the opportunity to present this problem to them. 

Mr. Stevens. I see. 

Can you tell me, Mr. Saks, whether your industry has a trade asso- 
ciation. 

Mr. Saks. Yes, sir. 

Mr. Srevens. Are you a member of that trade association ? 

Mr. Saks. Yes, sir. 

Mr. Stevens. Has this problem been the subject of discussion in 
the trade association meetings in trying to work out some way to get 
relief from this situation ¢ 

Mr. Saks. It is a constant discussion. It never ends. 

Mr. Srevens. Have executives of the trade association been of any 
assistance to you in trying to work out ways of getting relief? 

Mr. Saks. As a matter of fact, that is one of the primary jobs that 
we, the members of this advisory committee, have been handed. 

Mr. Srevens. I was asking first about the trade association. 

Mr. Saks. The trade association was totally helpless in that respect. 

Mr. Srevens. Do any representatives of the trade association— 
that is, any employees of the trade association—participate in ad- 
visory committee meetings ¢ 

Mr. Saxs. No sir: that is not permissible. 

Mr. Srevens. Do vou think it would help you if they were, or do 
you think you can present your case adequately yourself ? 

Mr. Saks. I do not think it would make much of a difference one 
way or the other. 

Mr. Srevens. Then I want to ask also about the purchase of parts. 
You said that the main problem is to get the engines to keep the 
production rolling. 

Mr. Saks. Yes, sir. 

Mr. Srevens. Has there been any difficulty in getting the parts, 
or have you been able to get them during this period ? 

Mr. Saks. There has not been any abundance of it, and certain 
parts have been scarce. In our own particular case, for instance, we 
use a lot of brass rivets, which have been very scarce, and as a matter 
of fact, we had to go to a substitute of soft steel rivets. Where 
there has been considerable shortage of forgings and certain sheet 
steel that we use in our work, we have substitutes. 

I believe that Mr. Dunmore will probably have a number of items 
that he can list where he has had shortage problems. 

Mr. Dunmore. We have had shortage problems. We expect to have 
them. 

Mr. Srevens. What I have in mind is, do you purchase some of 
your parts from some of the larger companies which make parts that 
go into the new cars as well, or are all the parts that you purchase 
things such as rivets? 
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Mr. Dunmore. We purchase from many manufacturers who supp! y 
parts to the manufacturer who supplies the new units. However, I 
think I see what your point is. We have felt no discrimination. 

Mr. Srevens. That is what I was wondering. 

Mr. Dunmore. I would say personally, speaking for myself, we 
have felt no discrimination. 

Mr. Srevens. There has been no evidence that they tried to dis- 
criminate against you on parts? 

Mr. Dunmore. As I said before, we can always reach out and find 
a substitute possibly for the new part that we cannot get, but if we 
do not have the castings to put those parts in, then whatever substi- 
tute we reach out and devise is of no use to us. 

Mr. Srevens. I understand that. Then I want to make it clear, 
you testified that you give the same kind of warranty for a rebuilt 
engine as the new manufacturers do for a new engine. Is the same 
true of all parts which you rebuild? 

Mr. Saks. I would say that it is true of practically all rebuilders, 
because they could not stay in business very long otherwise. They 
have to guarantee their product because as it is they have two strikes 
against them before they start, and they must guarantee their product, 
and as Mr. Dunmore pointed out, our guaranty is even stronger and 
longer than the car manufacturer’s guaranty, because the car manu- 
facturers can, with impunity, say, “This is past the guaranty period, 
and that is that.” 

But we, if we want to retain the good will of our distributor and 
our retailer, cannot afford to say that. So even if the trouble develops 
way past the guaranty period, as Mr. Dunmore pointed out, we will 
still take care of our customer in order to retain his good will, and to 
counteract some of these names that we are occasionally or constantly 
called such as “spurious.” 

Mr. Goupsrerxn. Mr. Dunmore, Mr. Saks earlier read into the rec- 
ord some letters relating to the difficulties in obtaining used parts for 
the purpose of rebuilding. I wonder if that also confirms your ex- 
perience. 

Mr. Dunmore. It does, sir. 

Mr. Goupsrern. So the situation in Texas is pretty much the same 
as it is in Ohio? 

Mr. Dunmore. That is right, sir. We attempted to obtain some 
concrete evidence. We found no difficulty whatsoever in having peo- 
ple tell us from various car dealer agencies, parts men in particular, 
what the practice was, and what their instructions were. But natural- 
ly they would not go on record and put it in black and white. So we 
are able to obtain no evidence that we could present to prove definitely 
what the condition was that existed. But it is general practice. 

I have operated for some time in California, on the west coast. It 
was general practice there. I have been in the Southwest for 2 years 
and it is general practice there. 

Mr. Goupstrin. Now, sir, I would like to ask this question. Are 
there any others outside of Ford'who do not subscribe to the genera! 
policy among the major manufacturers of the original equipment / 

Mr. Dunmore. I do not believe that I could answer that, in al! 
truthfulness. I can tell you this, that Ford does not subscribe to it. 
I can say that General Motors and Chrysler do subscribe to it. And 
whether or not others do, I cannot say. 
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The Cuarrman. I think it might be well for both of you gentlemen 
to keep this subcommittee advised of the progress or lack of progress 
you make through your advisory committee and the National Produc- 
tion Authority relative to this conservation work. I hope you will 
do that. 

Mr. Saks. Thank you, sir. 

The CuarrmMan. Are there other questions ? 

(No response. ) 

The Cuarrman. Thank you very much, Mr. Dunmore and Mr. Saks. 

Mr. Saks. Thank you, sir. 

The Cuamman. We will now adjourn until Monday at 10 o’clock, 
when we will hear from Mr. Lane, of the Lane Co., Altavista, Va. 

We will also hear from Mr. Harold Holman, of the Forest Products 
Division of the NPA, who will discuss the question of dollar-a-year 
men. We will also hear from the representative of National Con- 
gress of Petroleum Retailers, who will indicate something of the lack 
of proper representation on the advisory committee as well as small 
operators. 

(The subcommittee did not hear William D. Snow, secretary and 
counsel, National Congress of Petroleum Retailers, Inc. His prepared 
statement follows :) 


STATEMENT OF WILLIAM D. SNow, SECRETARY AND COUNSEL, NATIONAL CONGRESS 
oF PETROLEUM ReraILers, INC, 


In two areas of decision, the actions of OPS up to date have had the effect 
of weakening the Nation’s 225,000 individual gasoline retailers in relation to 
the integrated refining and jobbing companies who also operate retail gasoline 
outlets—tirst, in the make-up of the OPS National Petroleum Industry Advisory 
Committee, and, second, in the withholding of adequate relief from below-cost 
Inargins. 

As to the make-up of the National Petroleum Industry Advisory Committee : 
Every single member of the Committee (as announced in the trade press the 
week of March 20) is an officer or representative of an integrated refining or 
jobbing company, and not one member is an individual gasoline retailer or 
representative of individual gasoline retailers as distinguished from officials of 
integrated refining or jobbing companies engaged in the retail business. 

In our opinion, that simply does not comply with the intent of section 701 
(b) (2) of the Defense Production Act of 1950, which provides with respect 
to such committees that “in their formation there shall be fair representation 
for independent small, for medium, and for large business enterprises, * * * 
and for different segments of the industry.” 

It is true that OPS has talked with some independent retailers and that on 
one oecasion two retailers or retailers’ representatives met with the National! 
Petroleum Industry Advisory Committee, and that OPS has promised to appoint 
one or more retailers to the National Committee when it is reconvened, but the 
fact remains that there is still no independent gasoline retailer, as above defined, 
on the National Committee. The continuing absence of such representation is 
discriminatory and fosters the domination and subordination of the independent 
retailers by the integrated refining and jobbing companies. 

One more thought on the industry committee problem: OPS Procedural 
Regulation No, 2 excludes trade association executives from membership on 
industry committees—clearly no hardship on the big companies conveniently 
staffed with vice presidents in charge of industry relations or whatever the 
stage hame is, whose real job is to represent their companies on Government 
boards and committees. But the service-station operators and other small- 
business men who must stay on their own jobs 6 days a week cannot serve 
themselves, and under the provisions of this regulation they cannot be re 
presented by the trade association executives of their own choosing. Under 
this regulation, if I work for Standard Oil Co., I am eligible, but if I work 
for the Ohio Gasoline Dealers Association, T am ineligible. By keeping the 
trained representatives of small-business groups off, this regulation assists the 
big-business representative to dominate the industry committees. 











562 STUDY OF MONOPOLY POWER 


With respect to the withholding of adequate relief from below-cost margins: 
It is not OPS’s fault that thousands upon thousands of service-station operators 
were frozen in below-cost margins by the general price freeze, but we do think 
it is OPS’s responsibility to grant general and adequate relief from such below- 
cost margins before there is a widespread economic squeeze-out of individual 
retailers. So far, the only general relief has been under CPR 13 which allows an 
automatic advance in hardship margins to 4 cents a gallon. Yet cost surveys 
pursuant to State laws in Michigan and Massachusetts and under association 
auspices in other States show that it costs the retailers in excess of 5 cents for 
rent, labor, and allocable overhead to handle and sell each gallon of gasoline. 
As the late Rankin P. Peck said when the 4cent relief provision was announced, 
“It enables the submerged dealer to drown a little closer to the surface.” 

Below-cost retail margins are an economic death trap for the individual gas- 
oline retailer, but not for the integrated companies who can make up their retail 
losses in their retining and wholesaling operations; and the withholding of ade- 
quate general relief from below-cost margins thus discriminates against the in- 
dependent retailers in favor of the integrated companies. If the 4-cent relief 
provision of CPR 13 is changed to 5 cents, the disparity of hardship will be 
alleviated and thousands of small retailers will be enabled to continue in busi- 
ness and render the service on which the motoring public depends. 

In conclusion, we propose that OPS act now to give the independent gasoline 
retailers adequate representation on the National Petroleum Advisory Com- 
mittee, and to grant adequate general relief from below-cost margins. We deeply 
appreciate the interest of your committee in our problems. 


(The following letter relating to Mr. Snow’s statement submitted 
to the subcommittee was written in reply by the National Production 
Authority.) 


Mr. WiILtrAy D. Snow. 
Toledo 4, Ohio. 

Dean Mr. Snow: This will acknowledge receipt of your letter of June 16, 
1951, relative to your scheduled appearance before the United States House of 
Representatives Committee on the Judiciary, Subcommittee on Study of Monop- 
oly Power, on June 25, 1951. 

In your letter you refer to a meeting held in this office on March 30, 1951, 
at which you, Mr. Peck, Mr. Ogle, and Mr. Kammerman were present and you 
restate certain conclusions you formed prior to the meeting which conclusions 
were thoroughly discussed at the meeting. Based on statements made to me 
after the meeting by Mr. Ogle and Mr. Kammerman, I was under the impression 
our discussion had satisfactorily clarified the points raised. 

Since your letter of June 16 contains the same objections and conclusions you 
advanced at the meeting, I will set forth the substance of the statements and 
answers as given you at that time. 

Prior to the issuance of CPR 13, we consulted with the various segments of 
the petroleum industry which would be affected by the provisions of the regula 
tion. In our discussion with you on March 30, we went over in detail the extent 
to which we carried these consultations and gave you the numes and business 
connections of the various industry representatives. We pointed out that of the 
17 representatives in attendance at the Industry Advisory Committee meeting, 
4 were independents owning and operating their own retail stations; also that 
2 members of the committee were officers of trade associations in addition to 
being actively engaged in filling-station operation. We further advised you that 
prior to issuance of the regulation we invited Horace Walker, executive directo: 
of Retail Gasoline Dealers Association and five independent filling-station owners 
to meet with us and the proposed regulation Was discussed in detail with them. 
In addition, Mr. Harry Wainwright, executive director of Baltimore Gasoline 
Dealers Association and Mr. Fred Moore, chairman of the New England Retail! 
Dealers Association, together with three retail operators, also met With us and 
discussed the provisions of the proposed order. In total out of 26 marketers ¢o! 
sulted prior to the issuance of this order 10 were retail operators, 2 were asso 
ciation officers and retail operators, and 3 were solely association officers. 

On May 2, 1951, we called a meeting of the West Coast Retail Industry Advisory 
in Los Angeles for the purpose of determining what steps should be taken to 
relieve conditions existing in that area due to a prolonged price war. Of the 15 
members comprising this committee, 3 represented major companies, 4 were 
independent marketers who also operated and owned retail outlets, and 8 were 
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small owners and operators of filling stations. I believe from the foregoing 
you will agree that this office has sincerely tried to see that the independent 
retail operator has had ample opportunity to discuss the proposed regulation 
prior to issuance and also to participate in advisory meetings relative to retail 
operator problems. 

The second point which you raised, namely, the CPR 13 withholds from service 
operators much needed relief from low margins was also thoroughly discussed 
in our meeting and, I felt, adequately answered. You will recall that you took 
exception to an automatic provision of the regulation whereby any retail dealer 
who had a margin of less than 4 cents per gallon could immediately raise his 
retail price in order to secure such margin. It was explained to you that this 
automatic provision was placed in the regulation solely to protect those inde- 
pendent operators who might have been caught in a price war during the base 
period and for whom relief might be necessary prior to the time a cost study could 
be made in order to arrive at a satisfactory margin. It was further explained 
to you that this 4-cent margin was in no way to be construed as being one which 
reflected a proper margin for all areas and that in those cases where this margin 
provision Was used by dealers it Was our firm intention to spell out specific prices, 
us soon as possible, in order to provide such retailers with their normal, custom 
ary margins. We also explained to you that the reason we selected a 4-cent 
margin was the fact that in two areas in the United States, a 4-cent margin was 
then in effect and had been in effect for several years. We pointed out that 
we could not place an automatic provision in the regulation which would raise 
margins above minimum margins then in effect. We further pointed out that if 
at the time of the issuance of the regulation a dealer, due to local conditions, was 
operating at a margin lower than that he had enjoyed during the base period 
be could, by virtue of the terms of the regulation, immediately raise his retail 
price so as to provide him with the margin he had during the base period. 

At numerous meetings which we have attended since the issuance of CPR 15, 
we have received only favorable reaction from the retail segment of the industry 
with one exception. The one complaint which we have received occurred at a 
meeting where a retail dealer objected to the automatic relief provided by the 
regulation on the basis that such automatic relief allowed chronic price cutters 
to remain in business. He felt that the industry would be much better off if 
individual price cutters found they could secure no margin relief and, therefore, 
would be forced out of business. That complaint, which is entirely the reverse 
of your complaint, is the only criticism to our knowledge that any member of the 
retail industry has expressed with respect to the provisions of the retail regu- 
lation. 

In answer to your question as to whether or not “retailer representative of the 
Nation’s service station operators” would be appointed to the OPS National 
Petroleum Advisory Committee, you have already received a commitment from 
this ageney to the effect that when this committee is again reconvened, one or 
more retail operators, Who xre members of your association, will be invited to 
attend. 

As to CPR 13 being again reviewed by such a broadened committee, as requested 
in your letter, we do not feel that a regulation which has received such wide- 
spread favorable reaction from the industry requires further study or changes 
at this time. 

Very truly yours, 
O. D. Jupp, Chief, Petroleum Branch. 

The Cuamman. On Tuesday, it is proposed to have the Chairman 
of the Federal Trade Commission, Hon. James M. Mead, before us. 
On Wednesday, June 27, Administrator Manly Fleischmann, of the 
National Production Authority, will come before us; and a day or two 
later, Mr. Michael DiSalle, Director of the Office of Price Stabiliza- 
tion. 

The subcommittee will now adjourn until Monday at 10 o'clock. 

(Whereupon, at 11:20 a.m., the special subcommittee adjourned, 
to reconvene on Monday, June 25, 1951, at 10 a.m.) 
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MONDAY, JUNE 25, 1951 


Howse or Represenvrarvives, 
SPECIAL SUBCOMMITTEE ON THE Strupy or Monorory 
Power oF THE CoMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The special subcommittee met, pursuant to adjournment, at 10: 10 
4, mm. in room 346, Old House Office Building, Hon. Emanuel Celler 
presiding. 

Present: Representatives Celler (chairman), Bryson, Lane, Wil- 
son, Willis, Keating, Goodwin, and Hillings. 

Also present: E. Ernest Goldstein, general counsel to the subcom- 
mittee; John Paul Stevent, associate counsel, representing the minor- 
ity; John F. Woog, assistant counsel; and Eileen R. Browne, clerk. 

The Cuarrman. The subcommittee will come to order. 

Prior to our hearing witnesses this morning on our inquiry as to 
certain phases of the mobilization as they may concern the concen- 
tration of an economic power, I want to announce to the members 
that we have in the Chamber Representatives of the Japanese Diet, 
to wit, three members of the upper House and four members of the 
lower House. They are present incumbents, duly elected by the 
people of Japan, under their new constitution. 

The Diet is in recess, and I suppose they are on a junket, just as we 
frequently go on junkets to other lands. We are very happy to have 
you members of the Diet with us this morning. 

I understand Dr. Bairbanti, of the Political Science Association, 
accompanies you, and Dr. Bairbanti, if you care to say anything by 
way of introducing these members, we shall be very happy to hear 
from you. 

Dr. Barrpanti. Thank you very much, Chairman Celler. We are 
delighted at this opportunity to come here. 

I would like to introduce each member of this Diet delegation: 
Tadao Kuraishi, member, House of Representatives, from Nagano; 
Kiichi Aichi, member, House of Councilors, from Sendai; Hisayoshi 
Ogawa, member, House of Councilors, from Toyama; Ryosaku 
Sasaki, member, House of Councilors, from Hyogo; Shunichi Yoko- 
ojl, Specialist, standing committee for labor; Naosaku Doi, member, 
House of Representatives, from Ishikawa; Hirohide Ishida, member, 
House of Representatives, from Akita, and Yutaro Takeyama, mem- 
ber, House of Representatives, from Shizuoka. 

We thank you very much again for the privilege of being here 
and for the privilege of being introduced. 

The Cuairman. Thank you. 
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Our first witness this morning is Mr. Harold Holman, Assistant 
Director, Lumber and Wood Products Division, National Production 
Authority. cs 

Mr. Holman, we will be happy to hear from you. Will you please 
raise your right hand. Do you solemnly swear to tell the truth, the 
whole truth, and nothing but the truth, so help you God. 

Mr. Hotman. I do, sir. 


TESTIMONY OF HAROLD E. HOLMAN, ASSISTANT DIRECTOR, 
LUMBER AND WOOD PRODUCTS DIVISION, NATIONAL PRODUC- 


TION AUTHORITY 


The Cuairman. Give your name and address and affiliation to the 
stenographer. 

Mr. Hotman. My name is Harold E. Holman. I am the Assistant 
Director of the Lumber and Wood Products Division of the National 
Production Authority, within the Department of Commerce. 

The Cuarman. I understand that you have submitted a statement 
and that you want to make a summary of the statement. 

Mr. Hotman. I submitted a statement, Mr. Chairman, on Thursday 
to your staff, and with your permission and because of the shortness 
of time, I will brief it, in order to give more time for questions that 
you may want to ask. 

The Cuamman. You may do so. Your statement will be made a 
part of the record. 

(The prepared statement of Mr. Holman immediately follows his 
testimony on p. 557.) 

Mr. Horman. Mr. Chairman and gentlemen, I think it is worth 
while in order, to establish the basis of my testimony here to inform 
the subcommittee just very briefly of my background. 

I have had 25 years experience in actual production of lumber and 
lumber products. 

I have been in and out of the Government on various occasions. 
I do not know whether I could qualify as an employee or a representa- 
tive of industry in Government. 

I would like to consider myself as a representative of industry 
trying to bring about those relationships that I think are so neces- 
sary between Government on one side and industry on the other. I 
do not believe we are going to have a successful economic structure 
or a strong national defense until both sides realize the problems of 
each other and are sympathetic in the approach to those problems. 
Industry must realize the necessity of working within the framework 
that is established in Government and why it is so necessary in an 
organization as large as Government carrying on such a multiplicity 
of activities. ; 

I have given a lot of attention in my experience to this particular 
phase of our problem while with industry, and I think it has come 
in handy since I have come back into Government. 

I would like to elaborate a little further. 

In order that we may become more intimately acquainted with 
industry and assure that the programs and policies adopted would 
not distort normal production and distribution, the Forest Products 
Division of the Department of Commerce launched an active program 

bring industry and Government into a closer re- 


as early as 1948 to brin 
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lationship. As proof of the attitude of the Secretary of Commerce, 
and the active work that was done in this field, 1 would like to quote 
you from a speech that I personally cleared with the Secretary's 

oflice and delivered at a meeting of the National Lumber Manuf: vetur- 
ers Association in Portland, Oregon, on August 10, 1948: 

It is neither possible nor even conceivable that there exists either in Govern 
ment or in industry any individual who is so well versed in all phases of the 
forest products industry as to enable him to speak adequately at the council 
table for the entire industry. 

There will be need for counsel and sound thinking in the months ahead. 
The forest products industry plays too important a part in the economy, not 
only in this country but in international affairs, to permit a casual attitude, 
There is no alternative ; wise planning is necessary and there is no better source 
for information and advice than from industry. 

The Carman. I want to say, Mr. Holman, that on two occasions 
this subcommittee has seen you in action. You appeared when this 
subcommittee was considering newsprint and you made a very able 
and very cogent presentation then, 

Secondly, I know that vou have striven to see to it that small 
business Is properly represented on the various advisory boards under 
the aegis or supervision of the Forest Products Division of National 
Production Authority. I want tostate that here and now. 

Mr. Hotman. Thank you, sir. 

We started, gentlemen, in 1948 to sell a philosephy of cooperation 
to industry. I had discovered in the 214 years absence from Govern- 
ment, and while I was closely associated with business, that = 
appeared to have built up something of a chasm or something of : 
barrier between industry on one side and Government on the other. 

In a democracy it just seemed to me that was not at all a healthy 
situation, that there must be a relationship developed between the 
gentlemen of this subcommittee and the gentlemen of Congress and 
the gentlemen of every one of the agencies that were charged with the 

responsibility for the economic well-being and the ni itional defense. 
It is necessary that we develop a better knowledge of the problems 
of both parties, and the only way to overcome the difficulty was 
through a more personal relationship or the establishment of some 
kind of a mechanism that would bring industry into Government and 
take Government back over into industry. 

When the present emergency developed and the Defense Act of 
1950, known as Public Law 774 of the Kighty-first Congress, was 
passed, the Members of Congress proclaimed to the world that they 
were also completely cognizant of the tremendous need of maintain- 
ing unity and a common objective in our national activities. 

When Congress wrote into the law, in sections 701 and 710, title 
VII, of the act, known as the general provision, they formally indi- 
cated their awareness of the need to bringing into Government indi- 
viduals with sufficient training and fortitude to construct a strong 
organization that would be capable of formulating programs and poli- 
cies that would attain our objectives, with the minimum distortions 
to established techniques, and insofar as possible maintain a normal 
economy. 

In my book, that is just what the Defense Act did, gentlemen. 

I can definitely assure this subcommittee that the Lumber and Wood 
Products Division is doing everything within its power to maintain 
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the proper balance in our advisory committees, so that we will get the 
benefit of the advice of large, medium, and small operators. 

We have worked very closely with the Office of Small Business and 
‘an assure you that the make-up of our present industry advisory 
committees meets the criteria laid down by the act of 1950. 

If you would care to have it done, Mr. Chairman, for the record, 
I can submit, now or later, some of the break-down of these committees 
on a percentage basis of large, medium, and small representatives, 
and the geographic distribution.” 

The CuarrMan. We will be glad to have that. 

Mr. Hotman. I will submit the material to Mr. Walden. 

The Carman. Let me ask you here, what then is the criteria 
that determine your selection of these various segments of the par 
ticular branch of an industry, as to whether they are large, medium, or 
small. How do you work that out 4 

Mr. Hotman. You have asked a question that I wish I had a good 
answer for. We have to play this, you might say, a little by ear. 
For example, we have 53,109 producing sawmills in the United States, 
We have broken these down on the basis of size, classes, and produc 
tion, not on men employed, because a highly mechanized mill, pro- 
ducing maybe 1 million feet of lumber a day, insofar as actual man 
count is concerned, might be a small operation. You can take a still 
smaller mill or a mill smaller by production, with a much larger 
employment, and on an actual man count that mill could be considered 
a large one as against the mill that is producing 1 million feet. So 
it is not consistent to go into it on that basis. 

When we attack the problem on the basis of dollar value of a 
product, then when we evaluate it in terms of some of the softwood 
as against hardwood, produced in a mill, we will say, 75,000 feet of 
lumber of softwood, and on the dollar value it would be small, but 
the 75,000-foot mill in birdseye — would be a large operation 
because of the difference in dollar value. So that will not work. 

We have had to work on the basis of the year’s operation, as one 
part of our criteria, as well as the type of operation. For example, 
the little ground mills, many of which you have in your State, that 
are periodical in their operation, are producing perhaps a type of lum- 
ber that has to be reprocessed through a concentration plant. So we 
have to use, you might say, three types of measure: The amount pro- 
duced, the number of employees, and the value of the product, in 
their proper relationship to the present market value. That is the best 
we have been able to devise. 

There are about 47,500 of these little fellows in the lumber industry. 

Mr. Kearine. You have no rigid formula for determining the num- 
ber by employees or by amount of business or by any other criteria ¢ 

Mr. Hotman. No. In 1949 we issued this document, which I would 
like to make a part of the record. 

The Cuarrman. You have that permission. 

Mr. Hoi_man. It is entitled, “Who Produces Our National Supply 
of Lumber?” In this publication is a table that we have used rather 
religiously in our breakdown. It comes mostly from our intimate 
knowledge of these operations as to whether they are large, medium, 
or small. 


* See appendix, infra, p. 983ff 
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(The document referred to will be found in the subcommittee’s 
files. ) 

The Cuamman. So far as the Forest Products Division embraces 
many segments of the wood industry, how many segments are there 
and how many advisory committees have you? 

Mr. Kearina. In the entire department ? 

The Cuairman. In the entire Forest Products Division. 

Mr. Hotman. The Forest Products Division embraces probably the 
third largest basic industry in the United States—maybe the second. 
I cannot speak for anything today except the lumber and wood prod- 
ucts. There has been a division made in forest products where paper, 
pulp, and board is now one division and Lumber and Wood Products 
a separate division under Commerce. It seemed advisable to do this 
in order to give more intimate attention to the various segments, to 
break them down into smaller units. 

In the Lumber and Wood Products Division we have responsibility 
for lumber, production and distribution of lumber, both hardwood and 
soft; plywood and veneer, hardwood and soft; mill work, that is, the 
manufacture of material like sash and doors and window frames, shoe 
lasts, picker sticks, and so forth, and for the manufacture of box 
shooks, staves, and so forth—anything that is made from wood, any 
wood that is manufactured, such as blanks for furniture, comes within 
our jurisdiction. 

In answering your next question, we have some of these committees 
completed, and some are in the process of formation. We have a 
Lumber Manufacturing Industry Advisory Committee, a Soft Wood 
Plywood Manufacturers Committee, hardwood plywood, hardwood 
veneer, mill work, hardwood dimension, concentration yards, lumber 
and allied products, warehousing wholesalers, where we get into the 
distribution, nonwarehousing wholesalers, lumber and allied products 
retailers. We are anticipating another one that is not on this list, an 
advisory committee in the field of forest conservation. 

Mr. Keattnc. How many is that altogether? 

Mr. Hotman. There will be 12, with the one I just mentioned. 

Mr. Keatrne. Do each of these committees have a separate counsel 
of their own? 

Mr. Houtman. You mean a lawyer? 

Mr. Keatine. Yes. 

Mr. Hotman. They have none that I know of. 

Mr. Keating. None of them have, so far as you know ? 

Mr. Hotman. So far as I know. When they meet with us there is 
counsel from the General Counsel’s Office of the National Production 
Authority attending the meeting. 

The Cuairman. You feel that the General Counsel of the National 
Production Authority is able enough and convenient enough to give 
all of the advice and counsel that those advisory committees may wish 
with reference to their work in the Government ¢ 

Mr. Hotman. In my opinion, they have done a marvelous job and 
have been very generous of their time. 

The Cuarrman. You do not think that the advisory committees 
need to go on the outside and hire counsel at their own expense, do 
you? 

Hr. Hotman. I definitely do not. 

The Cuatrman. Would you deprecate such a practice? 
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Mr. Hotaan. I certainly would seriously advise against a practice 
of that kind. 

The Cuaran. I am glad to hear that, because sitting in that chair 
last week the Chairman of the Munitions Board expressed the same 
view, that he was firmly against the hiring by advisory committees 
of counsel, 

Mr. Hotman. I see no purpose in it at all. And I can see a con- 
siderable number of comp slications Gave ‘loping. 

Ane Crairman. In these cases that have been brought to our at- 
tention where counsel was employed, the expenses of that counse »] were 
paid by the members of the advisory committee. Not all of the 
me ibe rs c pp ed in. And I wondered whether those who did not 
ip in were represented by that counsel. 


Mr. Ker ro tt Many of them were lawyers. You could not blame 

em for not paying other lawyers. 

Mr. Horman. The reletionship that I have observed, Mr. Chair- 
: ‘| and the individual member 


n. between the Government counsel : 
ef mittee is a relations] ip of full and complete cooperation 
| sincerity. 
The Chatman. At all times the advisory committee’s functions 
mu t be within the contro! of a Government official: is that not correct / 
“Mr. Horman. A Government presiding officer. I happen to be 
Government I residing otheer for each one of these com mittees. 


The . CHARMAN. And if the counsel would advise anything that 
would contravene that precept, it might be possible that the Govern- 
ent’s interest would not be served: is that not correct? 
Mr. Horman. Again, you would have a conflicting relationship 
} id t on the other. 


rising as between industry on one side and Government 

The CHat™ AN. Bc 3 se I tell you that the counsel for the Office 
of Defense Mobilization has advised this subcommittee that they 
should not pern ‘t ‘that is, that the Congress should not permit ad- 

sory committees to em ploy counsel, would you think that was good 
uvice oy that counsel g 

Mr. H LMAN. I could not answer that, sir, except in terms of my 


experience and background, and insofar as the Lumber and Wood 
Prox ducts Division is coneerned. 
The Cratmman. The counsel for the Office of Defense Mobilization 
tioned against it, but nonetheless, apparently there found its way 
» that bill, the Defense Production Act. which is now at the 
Printer’s Office, a provision which permits the advisory committees 
to hire counsel. I take it that vou would be firmly against counsel 


t 
being hired by members of the advisory committee and paid by mem- 


e 


rs of the advisorv committee / 


Mr. Horman. I am directing my remarks in terms of my experience 
and background and knowledge of the Lumber and Wood Products 
Division. There may be ce rtain wl ique and peculiar situations with- 
in some of these other indus | fields, but insofar as the Lumber and 
Wood Products Division is concerned I would definitely and ener- 
getically work against the appointment of a counsel for the committee 
tside of the realm of our own counsel in the National Pro- 
duetion Aut! ie 

Phe CHatrMAN. Counsel is supposed to represent those who employ 


him > a iat not orrect ? 


Mr. Mecabeee That is correct. 


ns) 
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The Cuamman. And he is supposed to further the interests of those 
who employ him; is that not correct 4 

Mr. Hotman. That is correct. 

The CHairman. And when counsel is retained by members of an 
advisory committee and he seeks to further the interests of the mem- 
bers of the advisory committee, it is quite possible and very likely 
that those interests might run counter to the Government’s interest / % 

Mr. Hotman. May I at this point project a question that comes 
tomy mind? I have looked at Government counsel as not only coun- 
sel for the Government but counsel for the advisory committee, and 
that the advisory committee is Government, because they are part 
of the Governme mt, and if counsel is going to act efficiently and un- 
biased, he is going to be Just as ener getic in advising industry as to 
their obligations ‘and how they can ‘meet. their obligations in Gov- 
ernment, as well as advise them what they cannot do as Government 
officials; so that I look at that counsel as not only a counsel for the 
National Production Authority but also as counsel for the members 
of the advisory committee, because we are all one. 

Mr. Srevens. When you say that you consider the advisory com- 
mittee a part of Government, would you say that the advisory com- 
mittee participates in the formulation of Government policy? 

Mr. Hotman. No; only on the basis of recommendations. We do 
not have to follow their recommendations, but I look at Government in 
broad enough terms to include the fellow out on the street corner 
selling a newspaper as part of the Government, because he has a vote, 
and if he is going to be a good citizen he has to be a part of Govern- 
ment. There is no dividing line between the elected members of 
Government and the fellow out on the street who does the electing. 
That is my book, insofar as democracy is concerned. 

The Cuarrman, If it gets to a position where counsel may have to 
serve two masters, the men who employ him, and the Government, 
and their interests may be conflicting, then what ? 

Mr. Houman. Then that man has to be broad enough to make a 
determination on the national benefits that will accrue from his action 
and not as the individual company or the individual industry that 
he is serving. 

The Cnaimman. Then, if he does that, there is no need for the 
members of the advisory council to retain him ? 

Mr. Horman. There is no need for the members of the advisory 
council to do so. 

The Ciairman. To retain counsel ? 

Mr. Hotman. Thatis right. That is why I arrive at my conclusion 
that there is no need for additional counsel. 

Mr. Kratine. These members of the advisory council serve with- 
out compensation, do they not ? 

Mr. Hotman. That is correct. 

Mr. Kearine. But their expenses, if they wish to have them, are 
paid by the Government ? 

Mr. Hotman. They get neither transportation, expenses, nor re- 
turn remuneration for wages or income lost. It is absolutely gratis. 

Mr. Keating. Not even their ex c(penses ¢ . 

Mr. Homan. No, sir: not in an advisory committee. 

The Ciaran. You find that most men want to serve, do they not ? 
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Mr. Hotman. There has been a tremendous show of responsibility 
on the part of industry, a desire to participate in present activities, 
and they have been exceedingly conscientious, but I can assure you, 
starting back in 1948, there was an uphill job to convince industry 
of their relationship and their responsibility insofar as Government 
relationship was concerned, but at the present time, now, in my 
written presentation I have pointed out, Mr. Chairman, that there is 
a weakness. We have not been able to get, in some instances, the 
amount of representation from small business that I think we should 
get on some of these advisory committees. We have a balanced ad- 
visory committee set-up, but when you stop to think that as a small 
business, consisting of more than 47,000 active, producing units, we 
have an advisory committee within the field of softwood of 18 members 
and in hardwood of 13 members, you will see my point. 

Mr. Witson. To what do you attribute that ! 

Mr. Hoitman. I attribute it to this: That in many instances—and 
you gentlemen know from your intimate acquaintanceships in your own 
districts—that usually the top man that you need for advisory pur- 
poses is the fellow who has been the spark plug, he has had the ingenuity 
and the courage, the intestinal fortitude to go to work and establish 
his business and go out and hire labor, borrow money, and get the 
business going. When you take that man away from his business 
and bring him in to Washington for 1 or 2 days’ service on an advisory 
committee, you have taken the spark plug out of the engine and the 
whole community and all of dependent labor in that area suffers 
as a result of his absence while he is doing Government service. 

Mr. Wuson. He has more or less a one-man business / 

Mr. Hotman. He has a one-man show, and when you take him away 
from the show, the show shuts down. For that reason it has been 
somewhat difficult to get the type of individuals and the spread of the 
individuals that we should have in order to get democratic represen- 
tation. 

Mr. Wirson. On the other hand, the large company has a good many 
executives ¢ 

Mr. Hotaan. That is right. 

Mr. Witson. And can always spare one and go on? 

Mr. Hotman. And they have the finances and can continue to pay 
that individual’s salary, his transportation, and expenses, and while 
he is absent from the business his slot is filled. 

Mr. Keatrtne. Do you have knowledge about the number of these 
industry advisory committees in other divisions of the Department 
of Commerce ¢ 

Mr. Hotman. I am sorry, I do not. 

Mr. Kearine. You could not even tell us the total number of those / 

Mr. Hortman. I could not tell you the total number or the composi- 
tion or the manner in which they are built up, but we have a straight- 
across criteria, a vardstick that we must all meet. 

Mr. Krartnc. Do you have any reason to think that the other com- 
mittees are set up on a similar basis to yours, due to a general directive 
from the Secretary of Commerce ? 

Mr. Houtman. I will answer it this wav: If Mr. Bellsley—and T am 
quite sure he has—policed the other divisions like he has policed our 
division. I know thev have it the same way. 

Mr. Kearina. Is he an Assistant Secretary? 











STUDY OF MONOPOLY POWER 573 


Mr. Hotman. No; there is a Division of Industry Advisory Com- 
mittee, of which he is the head. He has a staff that has the responsi- 
bility of policing and riding herd on the make-up and the operation 
of all of these davindey committees in order to maintain their proper 
functioning within the Government framework. 

Mr. Kearine. That is the sole responsibility of that entire Division ? 

Mr. Hotman. That is correct, sir. 

Mr. Keatine. That is called the Division of Industry ? 

Mr. Hotman. Industry Advisory Committees. 

Mr. Keatrne. Are we planning to call the head of that Division ¢ 

Mr. Gorpstetx. We will have Mr. Fleischmann here, sir, and some 
of our questions will be along that line. 

Mr. Bryson. He is a Government employee ? 

Mr. Houtman. Yes, sir. 

The CuarrmMan. If I remember correctly, you also had under your 
control sometime ago, as head of the Forest Products Division, the 
formation of advisory committees of the Paper and Pulp Division, 
too, did you not 4 

Mr. Hoiman. That ts correct. 

The Cnairman. You endeavored to get small business properly rep- 
resented on those committees ? 

Mr. Hotman. Yes, sir. 

The Crarman. As I remember, when I went down to see you per- 
sonally about a small outfit in New York, you were very kind enough 
to see to it that that small outfit was represented on one of those par- 
ticular advisory committees. I believe it was paper bags, was it not? 

Mr. Horman. That is correct. 

Mr. Wirtson. Do you feel like your advisory committee is .now 
pretty well balanced so far as small, large, and middle-sized business 
is concerned ¢ 

Mr. Hotman. They are balanced insofar as the straight across cri- 
teria, as established under the law, and to meet the criteria of the 
Small Business Committee and the Small Business Division of the 
Department of Commerce, but that does not mean that I believe we 
have sufficient representation, just because we meet that criteria. I 
do not believe we have the proper relationship and the intimate 
knowledge of small business that we should have in order to do an 
adequate job for small business. 

I think there is some additional work that has to be done. We have 
to go a little bit further. For example, we have small business rep- 
resentatives on this large committee. These are set up, so that we get 
representation on a regional basis, or a geographical regional basis. 

I have wondered why it would not be possible because of the field 
men that we have (we are putting a number of field men out, about 28 
of them. into these large regions) to handle the lumber and wood 
products activities in the field offices, which gives us the availability 
of Government employees. We could build around the members of 
the big committee what you might call task committees to functions 
ona regional basis. When a committee member comes to the meeting 
of the big committee he comes instructed or he comes with the know]- 
edge and the information of a much broader segment of small business 
that he has obtained as a result of his formalized contacts in the 
region. 
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That would give us a much broader feeling and view of the problems 
of small business and would set up a mechanism consistent with Gov- 
ernment policy. I believe each one of the meetings could be con- 
ducted with and held with a member or a Government presiding offi- 
cer, and get the more intimate knowledge of what is taking place on 
a regional basis and have that transmitted on a lemaleal yasis by 
the member of the big committee when he comes in to Washington. 
This would not take a small-business man away from his business, 
and yet it would give him that intimate relationship that is necessary 
if he is going to have his problems evaluated at the Washington level. 

Mr. Wuson. Insofar as your experience is concerned, do you find 
that these small representatives of small business hesitate to talk 
about it and bring their problems to the advisory committee freely 
and unhesitatingly ¢ 

Mr. Houman. No. I do not think that I have ever Mperienced any 
incidetit where they have hesitated. 

Mr. Witson. In other words, they express themselves without any 
difficulty ? 

Mr. Houtman. For example, here in Virginia we have something 
like 2,700 little mills. We have one representative from Virginia. 

What I am saying is that if we had task groups that were set up 
and operated and functioning within the Department of Commerce or 
National Production Authority, with a representative at Richmond, 
Va., where he could go out and, within the area, discuss with that task 
group the various problems, he in turn could refer them to the repre- 
sentative that was coming in to Washington for the next meeting, 
and that would give us a smaller breakdown and put right down into 
the grass roots. 

The Cnairman. Please keep in mind two classifications, a member, 
an ordinary member of a trade association, as against a paid executive 
of a trade association—and when I speak of a member of a trade asso- 
ciation, that member may be an officer, but in contradistinction to a 
member oflicer of the trade association, we have paid executives of 
trade associations. The status of paid trade association executives 
was brought up before this subcommittee, and some of the members 
took the position that a paid director, that is, a paid director of a trade 
association should not be a member of an advisory committee—the 
matter was taken up thereafter by the Attorney General and he ad- 
dressed a communication to the distinguished chairman of the Senate 
Banking and Currency Committee, Senator Maybank, and the Attor- 
ney General in that letter said that he opposed vigorously the appoint- 
ment of a paid director as a member of any advisory committee. 
What are your views on that ? 

Mr. Hotman. Ever since my experience in the Second World War 
as Chief of the Lumber and Log Section of the WPB, I have felt that 
the industry advisory committee—and I feel it stronger now than I 
did then—is no place for a paid executive of any trade association. 
If you would like to have me go into the reasons for that, I will. 

The Cuairman. Yes; I think it is important. 

Mr. Kearinc. You have none on your particular committees? 

Mr. Hotman. We have not, sir. 

The CuarrmMan. We value your advice and counsel. 

Mr. Houman. Thank you. 
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In the first place, the paid executive of a trade association is like 
the head of a large family where you have certain loyalties that have 
to flow to the members of that association independent of anybody on 
the outside, because that is what he is paid for. 

Number 2, in the field of lumber and wood products, if we opened 
the gate—there are several hundred trade associations, either on a 
National, State, county, or local basis, in the field of lumber produc- 
tion—it raises the point, what yardstick are you going to devise or 
what criteria are you going to develop that makes the determination 
of what type of trade association you will have on an advisory 
committee. 

And there is a considerable amount of competition, and in some 
instances antagonism, between one association and the other. The 
conflicting interests, based upon their loyalty to the members of that 
association, exist. And I cannot see anything but confusion and mul- 
tiplicity of objectives by having a group in a committee of that type, 
with each one striving independently for the good and the benefit of 
his members, and this fellow over here doing the same thing, and the 
fellow over here doing the same thing, and we would not get to first 
base. 

Next, individual trade associations do not, in the large sense, rep- 
resent industry. 

The CHairman. Lastly, we have your views that counsel should not 
be employed by members of the advisory committees, that paid execu- 
tives of trade associations should not serve on them. 

What are your views as to the advisory committee members, indi- 
vidually or collectively, paying a secretary who may not be a lawyer 
or may not be a member of a trade association? Do you think the 
advisory committee members should have the right to appoint a secre- 

tary to be at these various advisory board meetings, although not a 
member of the advisory board which is presided over by a ‘Govern- 
ment official and where a Government counsel may be present é 

Mr. Hoiman. I do not think there is any need for a paid secretary 
either, Mr. Chairman, for this reason: The individuals on these advis- 
ory committees are being cleared for security. Most of them are 
already cleared. 

We have occasion sometimes to talk about material that is restricted. 
Therefore, the type of minutes that are kept and the publication of 
the minutes and what goes into them should be in complete control 
of the Government officials, so that when they go out they are not 
either in sequence or in sufficient completeness to give any information 
to anybody where it might do good for additional trade promotion 
work, insofar as one segment of industry as against the other segment 
of industry. 

We keep a record of the meeting, but the minutes that go out are 
exceedingly condensed; and they are condensed, for example, in my 
particular office, by an individual who is under my supervision. So 
that that gives us control of the publicity on restricted material or 
confidential material that may have been discussed. 

For example, we have a lot of relationship with the Munitions 
Board and the Navy and the Air Force. We have members of those 
organizations that come in to the meetings and discuss their problems 
with us. They have the benefit of the industry’ s advice and recom- 
mendations as toshow industry can meet particular problems. We 
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could not have a paid secretary in there to take a complete verbatim 
report of the meeting and to go out and publish it. We would lose 
control. 

Mr. Witson. Along that line, the main purpose of an advisory com- 
mittee is to give the Government, free of charge, advice, aid, and help, 
by people who are familiar with all of the problems of the industry ; 
that is true, is it not ? 

Mr. Hotman. That is the aim, sir. 

Mr. Wirson. I am just thinking about what a bad feature it would 
be by not having someone to keep the books and records. Is there not 
always some chance that the Government would dominate those com- 
mittees, if they do not have some kind of a set-up to keep their own 
records? 

Mr. Hotman. I think we have to view the answer to that question 
in terms of the purposes of the committees. The committees are in 
the capacity of advisers. They make recommendations. We have the 
right to follow those recommendations. We must also keep in mind 
that when we have the meeting of the primary forest products com- 
mittee, which is on raw materials, and then a meeting of the lumber 
manufacturers group, the softwood and hardwood, and then the ply- 
wowd, that the recommendations of the people on the primary forest 
products were made to benefit this industry and the same is true for 
the other committees. To be unduly influenced by a set of recommenda- 
tions might provide a serious impediment to some other industry. 

So we have to measure or evaluate the recommendations of all of 
these members in terms of the over-all need of the defense agencies 
for material. It might be necessary to reject the recommandation of 
the primary forest produets, but whether accepted or rejected we have 
the benefit of the knowledge of the problems existent within the in- 
dustry,‘and we may be able to get a compromise program, so that none 
of them will be unnecessarily upset. 

Mr. Witson. That is all very true. You are not bound to accept 
the advice of this committee, but I have seen very strong-headed Gov- 
ernment employees, too, who had their own opinions ‘and who took 
no advice from industry. 

Mr. Hotman. Correct. 

Mr. Wuson. I have seen some of that happen in the last few days 
in the National Production Authority about some things. Of course, 
what you speak of is where you have a man_of experience, he can w eigh 
what the advisory committee says, but he must look the whole field 
over; in other words, the advisory committee might go off half-cocked 
because of its own interests. 

Mr. Hotman. That is right. 

Mr. Wirson. But take the case of where a Government employee 
has his head set on a certain order and it is bad, and the committee 
advises the other way, would that not be an opportunity or a chance 
for that Government employee who presides over the advisory com- 
mittee to carry his own will by propaganda, or otherwise ? 

Mr. Houtman. Yes. 

Mr. Witson. There is always that chance ? 

Mr. Horman. There is always that opportunity in Government, sir. 
I think that is one of the difficulties that has raised the barrier be- 
tween us and industry. There has not been the proper marriage 
between industry and Government when that exists. There has not 
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been a realization on the part of both that they are striving for the 
same objectives. 

The only arguments we should have are the methods by which to 
reach that objective. i 

The CHatrmMan. We are not all in agreement on the particular 
phase of advisory committees, or lack of advisory committees, or paid 
employees, that the gentleman from Texas has in mind. His com- 
plaint referred to the OPS. It did not refer to your agency, I am 
quite sure. 

Mr. Wurson. That is correct. 

The Cuatrman,. That is on the question of beef. I do not think it 
referred to your Division at all. Is that not right? 

Mr. Wirson. That is right. 

Mr. Bryson. It is an example of just what the gentleman from 
Texas has in mind. 

The Cuamman. There may be reasonable difference in that score, 
too. 

Mr. Wiison. It is a debatable question. We do know some- 
thing about the cattle business in Texas, and IT do not think that Mr. 
DiSalle does. We do not have all of the answers, I am sure. 

Mr. Hotman. Having lived in Texas for a number of years, I 
know that the cattlemen have definite ideas on cattle. 

Mr. Goupsrer. Is not the function of the advisory committee to 
be an adjunct of the Government? In other words, it is not a ques- 
tion of the advisory committee asserting its will, but more again 
along your idea of a marriage. There is supposed to be an interplay 
between Government and the advisory committee which could be 
hurt by a strong-headed Government employee or an advisory com- 
mittee employee. It takes two to make the bargain. 

Mr. Hotman. The advisory committee is a mechanism the same as 
a carpenter who yoes out to build a building who has a whole toolbox 
full of tools. We are erecting a structure of national security. We 
have to have all of the tools that are necessary in order to get a good 
strong structure. And the advisory committee is one of those tools. 
That should be properly used and applied to the job that we have 
to do. 

Mr. Hitniwes. You were with the Government in a similar capac- 
ity during World War II? 

Mr. Houtman. That is correct. 

Mr. Huttanes. At that time advisory committees were supposed to 
perform the same functions as these advisory committees of which 
we have been speaking: is that not correct / 

Mr. Horman. That is corerct. 

Mr. Hurainss. Would you be able to contrast from your experience 
the work of the advisory committees in World War IT and the work 
of the present-day advisory committees‘ Are there certain very defi- 
nite things wrong with the operation of the present advisory commit- 
tees that might not have existed in World War IT 

Mr. Houman. There is a different relationship entirely, sir, and I 
ran into that in the 2% years that I was separated from Government 
immediately after WPB. There was a feeling on the part of industry 
that during WPB in many instances in some industry divisions that 
an advisory committee was not an advisory committee; that they 
were called in to rubber-stamp an action after that action had been 
crystallized. 
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Mr. Hiturnes. That was in the last war ? 

Mr. Hotman. Yes. Now I say that in some of them, but you need 
only have one rotten apple in a barrel to spoil the whole barrel. Some 
of the advisory committees were conducted on that basis. That was 
one of the reaswns, when we started in 1948 to create industry cy pd 
committees, the answer to start with from industry was “No.” Lon 
a very cold reception. On the first presentation of a speech on this 
subject, I received a cold reception because the Second World War 
was of too recent date. They still had their memories. We have been 
able, however, to build up a different concept, a cifferent philosophy 
and a different confidence, and that has been built up because we have 
been able to convince industry that they were not going to be used as 
industrial official sanctioners of Government action. They were com- 
ing in to Government to help develop programs and help establish 
policies and advise as to what certain programs and certain policies 
would do to industry and what impediments would be raised and how 
the normal production and distribution technique would be upset by 
action on the part of Government. 

Mr. Keating. Do you think that the industry advisory committees 
should be a permanent part of our Government and continued in 
peacetime ¢ 

Mr. Hotman. I feel that very strongly, sir, for this reason: Our 
whole national structure is dependent upon a strong economy and that 
economy is maintained as a result of healthy industrial activity, full 
employment and purchasing power, and unless we are familiar with 
the impact of certain proposed Government actions or certain legisla- 
tion and how that is going to affect industry, then we are operating 
in a vacuum. Would it not be much better to ascertain what impact 
was going to take place on a certain segment of industry before that 
action was crystallized and we knew “definitely what effect it was 
going to have on labor and all the rest of the activities that comprise 
our economic structure ¢ 

Mr. Keattne. Then should there be a labor advisory committee and 
a consumer’s advisory committee ¢ 

Mr. Hotman. Inthe Department of Labor; yes, sir. 

Mr. Krartnc. How about a consumer's advisory committee ? 

Mr. Hotman. In the Department of Agriculture. We have here a 
consumer’s advisory committee. We get that feeling here on our 

2dvisory committees in the field of distribution where we have our 
fingers on the pulse of the market. 

Mr. Keatinc. Do you have something which might be termed a 
consumer’s advisory committee in connection with the wood products, 
or whatever the technical name is of vour division ¢ 

Mr. Hotman. We have the retailer who brings in to us what the 
ultimate consumer thinks or how he is reacting to grades, prices, and 
the general structure within the field of distr ibution right down to the 
final fellow who buys the little piece of wood to go into the shelf 
in the house, 

Mr. Keating. That is in your so-called advisory industry com- 
mittee that you have retailer representation ¢ 

Mr. Hotman. Yes, sir. 

Mr. Keating. On all of these is that true / 

Mr. Hotman. No, we have one industry advisory committee on re- 
tailers, but we do have this mechanism: We can bring together all of 
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the phases of raw material, production, and distribution on a con- 
solidated committee, so that we get the feel of the whole industry 
right straight down through from the production of the raw material 
or the growing of the raw material to the final sale of the end product. 

Mr. Keatine. Do you feel that the retailer is close enough to the 
ultimate consumer that he can reflect the attitude of the consumer ¢ 

Mr. Houtman. I think he is definitely going to reflect the attitude 
of the ultimate consumer, because that is his bread and butter. 

Mr. Goupstetn. In your prepared statement do you also discuss 
WOC—that is, without compensation personnel’ As you already 
know, one of the purposes of the inquiry of this subcommittee is to 
establish whether or not there are necessary certain rules of the game, 
so to speak, for the employment of WOC personnel, both for the 
purpose of protecting the WOC himself and the public interest. Now, 
sirg in that regard TI wonder if you would care to commeyt on whether 
it would be proper to put in policy-making positions WOC personnel, 
sules managers of industry organizations, 

Mr. Horman. I would not attempt to answer it except insofar as 
lumber and wood products are concerned. As general manager I 
have operated several mills at various times. 

It has been my experience that the sales manager, if he is to be at 
all suecessful, has to maintain a very close liaison with the general 
manager and have a pretty intimate knowledge of the type of pro- 
duction that is going to take place over a long period of time and the 
impediments or restrictions that may develop. In order to success- 
fully operate a mill vou have to take on 60 to 90 days of business, 
and that material has to be eut currently. There is no taking on 
business that you know cannot be produced, that is, the type of lumber 
that cannot be produced. 

So the sales manager in many instances is a good production man- 
ager. And, insofar as lumber and wood products are concerned, I 
would not have any hesitancy whatsoever of taking a good sales man- 
ager and putting him in a position in the lumber diy ‘ion of policy 
making and programing without very much fear that (.e action that 
he would take would seriously affect any segment of the lumber wood- 
products industry. ’ 

The CuarMan, Would you not say that the maintenance of most 
cordial and good relations between himself and his customers, after 
the emergency, after he is out of Government service and he is no 
longer a WOC, is quite essential for his owmbread and butter? 

Mr. Hotman. I do not think, Mr. Chairman, that when a man 
comes into government—this has been my experience, and there are 
always exceptions to the rule, and I can only testify as to what 1 know 
to be a fact—he takes an oath, and the type of people who come into 
Government are pretty high-class individuals, and I do not think that 
they would take any action, either from a programing or policy stand- 
point, that would tend to benefit them individually with serious im- 
pact on the industry itself, because after all their future is just as 
dependent upon the well-being, the ethical position and standard of 
that industry, as their personal standing is with an individual 
customer. 

Mr. Gotpstrrn. The question is not that somuch. In fact, we do not 
intend to impugn the motives of any man coming to the Government 
as WOC. The question is, sir, whether or not it is fair to the WOC 
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coming in and being put into a policy position to be placed where some 
of his actions, dqne in the most patriotic sense, could be questioned or 
might be the subject of embarrassment. Is it fair to him? Does 
it not impair his efficiency ? 

Mr. Horman. I think that is one of the things that they recognize 
that they always are subject to embarrassment. I have contacted 
outstanding people to come in and take WOC jobs, and they have 
said “No.” Their reason has been that, if they came in, “I will have 
to lean over backward.” In other words, they follow the philosophy 
that Caesar’s wife can do no wrong; cannot even look like ho is doing 
wrong. And if they come in they say. “I have to completely sacrifice 
all of my personal relationships and all of my background within this 
particular segment of this business so that it will not even appear that 
I am doing wrong, and for that reason I am not coming in.” 

Mr. Gotpstern. Would there not be a happy compromise in the mar- 
riage if you were able to allow the WOC to function to the best of his 
ability and have the final policy decisions in the hands of paid Gov- 
ernment employees ¢ 

Mr. Hotman. Probably so, but the next question is, I wonder how 
successful we will be in getting people to resign from their jobs and 
come into the Government and take a Government salary for an 
unlimited length of time and pay their own expenses and lose money 
by doing it. 

Mr. Gotpstern. You are not a WOC, are you? 

Mr. Hotman. No, sir; I am not. 

The Cuatrman. After your good service during the last emer- 
gency you were replaced by a WOC, were you not? 

Mr. Horman. That is correct, but I was the one that initiated his 
employment. 

The Cuamman. Given the choice of the appointment of a WOC 
man who may be a sales manager of ABC Corporation and some other 
executive of ABC Corporation, would your preference be for one other 
than the sales manager ¢ 

Mr. Hotman. If we could be choosers in staffing right straight 
through, I would like to recruit WOC’s from the chief mechanics of 
the millwright in the sawmills and logging operations. That would 
give us the feel of the requirements insofar as mechanical equipment 
is concerned and the proper balance of production equipment in order 
to maintain necessary level of production. I would like to have a 
WOC actually from the sawmill floor, the fellow who is actually 
handling the stick on the head rig. Then he could tell us the limita- 
tions that we are up against in meeting defense requirements on grade 
specifications in relationship to species. Then I would like to have 
some general managers and sales managers. That would give us a 
wonderful crew, gentlemen. 

Mr. Wiutson. The more restrictive we make the qualifications of 
these advisory committees, do you not believe that it will be that much 
harder on the small-business man to be represented on these com- 
mittees? And I speak of little one-horse operators, so called, who 
are unable really from the volume of their business to give too much 
time to government because, as you said before, that man is the spark 
plug of his own business, that is his living. 

Mr. Hotman. Right. 
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Mr. Wuson. And that of his family. And his business will suffer 
if he leaves it. If we put too many restrictions on these and cut out 
sales managers, cut out secretaries, where a good many small operators 
can join in and be responsible for the salary of this committee member, 
do you not fear that the small-business man’s interests will suffer on 
these committees by reason of the fact that most of them or many of 
them would be unable to serve ¢ 

Mr. Hoiman. I think that is definite. Let me point out a specific 
case right in your area, right down in Texas. ‘There is a large lumber 
corporation down there, and it is a large one. 

Mr. Bryson. Everything in Texas, they say, is large. 

Mr. Hotman. A member of that company is on one of our advisory 
committees. That fellow is very energetic in pleading the problems 
of the small-business man for the following reason: There are a lot of 
ground mills around Willis and Conroe and Jasper and Huntsville 
and all down through there. They do not have the refinement facil- 
ities, and their production volume is not sufficient to justify the 
investment in dry kilns and planers and resaws and ripsaws and all 
of the rest of the refinements in order to get lumber down to where 
they can sell it advantageously in competition with highly manufac- 
tured lumber. What does he do with it? He sells it to the big lum- 
ber corporation mentioned at the market price. That is hié main 
outlet. 

That representative on our advisory committee from that particular 
company is not. going to stand idly by and see use produce any kind 
of a program or policy that will further restrict the small-business 
=i eee that is part of his operation. 

Mr. Witson. He depends upon them for his lumber ¢ 

Mr. Hotman. That is correct. So the small-business man has a 
man at court who is arguing his problems. 

Mr. Witson. That is not always true, though; as a matter of fact, 
that is the exception, is it not ? 

Mr. Hotman. We have tried, sir, because of the limitations we have 
experienced in getting representatives of small business, of getting 
members on this committee, who are in that same position, I could 
cite you a similar cause from the Lakes, from New England, from the 
Appalachians, from the South, where that same situation exists. 
That is the way we have had to overcome the limitations that we were 
faced with in not being able to get small business to actually take 
membership. 

Mr. Hitnines. These retailers on this one committee that you talked 
about a minute ago, | presume a great number of them would be from 
small business; is that correct / 

Mr. Hotman. Yes. 

Mr. Hiturnas. Do they experience considerable difficulty in trying 
to get the time to join in this particular program?’ Have you found 
that to be a serious limitation / 

Mr. Hotman. It is the same limitation right down through every 
segment. We have done a lot of exploration work to find people who 
could and would give up the necessary time. And in everything we 
do, we are very meticulous in setting up our meetings on a given 
date, to see to it that the meeting starts right on the dot. We attempt 
to get them out of town that same day and not to hold them over for a 
lot of unnecessary discussion and arguments. 











582 STUDY OF MONOPOLY POWER 


Mr. Kearina. Do they have an agenda ahead of the meeting / 

Mr. Hotman. Yes. They are given that 2 weeks ahead of the 
meeting. 

Mr. Krearine. And these are held about what, once a month ? 

Mr. Horman. Whenever necessary, no specific time—whenever a 
problem comes up. And before we take any action on that problem 
it is discussed with the industry advisory committee. 

Mr. Keating. How are they recruited in general ? 

Mr. Hotwan. By the knowledge that we have of each individual 
producing area and through recommendations of industry itself, 

Mr. Katine. The recommendations only come from industry / 

Mr. Houtman. The recommendations are made by industry, that is 
correct, industry members. When we started to develop these ad- 
visory committees we had a tremendous number of recommendations. 
We then had to go down through and screen them. We screened 
them by calling in ‘informally represent: ition from a particular region. 
Some of them were small producers. Some of them were large, and 
some of them medium. We screened it on that basis. 

And then since these committees are being used by other Govern- 
ment agencies in the field of forest products, we had these agencies 
also screen the commmittee membership. 

We had a form or yardstick with which we measured each individual 
as to his experience, background, and knowledge in the particular 
field, somewhat the same as we screen civil-service employees. 

Mr. Keattne. The screening is limited to industry sources, is it not ¢ 

Mr. Hotman. I cannot think of ‘any specific instance where we 
departed from that. 

Mr. Keating. They,do not have to be politically screened then ex- 
cept for security reasons ¢ 

Mr. Hotman. That is right. They are not politically screened, sir. 

Mr. Wirras. What division of the National Production Authority 
are you with, did you say 4 

Mr. Horman. The Lumber and Wood Products Division. I am 
the Assistant Director of that Division, sir. 

Mr. Wituts. Is that the Division that has to do with newsprint ? 

Mr. Hotman. No; that is Paper, Pulp, and Board. 

Mr. Wituis. What division has to do with newsprint, if you have 
such a division ? 

Mr. Houtman. The Pulp, Paper, and Board Division of National 
Production Authority. IT used to be the Chief of the Forest Products, 
and it was in there. When I appeared before Mr. Celler’s subcom- 
mittee and made a report on newsprint, that was the situation. At 
that time I had that responsibility, but with the additional load that 
has been generated as a result of this defense program, it was necessary 
to break the job down into smaller segments, so we could give atten- 
tion to the problems that they were entitled to. 

Mr. Witus. I take it then we have a special individual assigned to 
newsprint at present who does not have to carry the over-all load. 
Do you have such an individual ? 

Mr. Horman. I have absolutely nothing to do with newsprint. 
That comes under another division with complete autonomy in that 
field. 

Mr. Wiixts. Who is the head of that division ? 

Mr. Houtman. Mr. Ticoulat. 
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Mr. Wits. Is he a dollar-a-year man ? 

Mr. Horman. He is a WOC, 

Mr. Wituis. What company was he drawn from / 

Mr. Hotman. Crown Zellerbach. Incidentally, I employed him. 

Mr. Wiiuis. As you know, we have had lengthy hearings on news- 
print before this subcommittee. We made a report. I hope that you 
have read it or that the man in charge of newsprint has read it. We 
made certain specific recommendations along that line. One was that 
an effort be made to develop more newsprint mills in the United 
States. Another recommendation was that new sources of supply 
be looked into such as jack pine and bagasse of which a quantity is 
in my district in Louisiana. 

We recommended that, if private capital could not be wholly made 
available, Government aid in financing loans such as RFC should in- 
terest themselves. And finally I think another recommendation was 
that consideration be made to extend amortization benefits to the new 
enterprises. 

I ask you this question because, as I said, I represent the Sugar 
Belt in Louisiana. The testimony, as I recall, was that it takes 40 
years to grow a crop of spruce in Canada, and some 10 years for jack 

vine of which there are quantities in South Carolina and Texas and 
anche elie whereas in my district we grow a huge crop, thousands and 
thousands of acres of begasse which is a source of supply every year. 

I am wondering if whoever has charge of that division has studied 
that report and given thought to our recommendations. 

Do you know anything about that 

Mr. Hotman. When I was in charge of the Division there was a 
definite shortage of pulp. Iam sorry that Iam not at all familiar with 
what programs have been initiated or what objectives have been set in 
that particular field. 

It is my understanding that a considerable amount of work has 
been done on it, but how concrete it has been and what has been 
accomplished, I am sorry, Mr. Willis, I do not know. 

Mr. Wits. You are satisfied that the head of that Division being 
with the organization named, which was the subject of much discus- 
sion before us, would not shut his eves—I assume that I can make that 
assumption—to our recommendations and go into new fields ¢ 

Mr. Hotman. I think this association before I employed Mr. Ticou- 

lat and brought him in ; 
Mr. Wiiuts. Would you repeat the name of the man in charge ? 
Mr. Houman. Mr. Ticoulat. I think it is spelled T-i-c-o-u-l-a-t. 
Mr. Bryson. He was an executive of the Crown Zellerbach Co. That 
one of the large paper companies ¢ 
Mr. Houtman. That is right. 
The Cuarrman. This subcommittee made a recommendation that 
the Attorney General should examine the factors concerning the manu- 
facture, sale, and distribution of this product, and the Crown Zeller- 
bach was one of the outfits that we examined. 

Mr. Wituis. And new sources of supply. 

The Cuatrman. And there were indications, upon which that rec- 
ommendation was based, that there may be violations of the antitrust 
laws. I do not want to say categorically that there were violations, 
but we asked the Attorney General to examine thoroughly into the 
matter. It seems anomalous now that an officer of the Crown Zeller- 
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bach Corp. should now be appointed as a WOC man to be in charge of 
the Paper, Pulp, and Board Division of the National Production 
Authority. 

I want the word to go forth from here that, when we examine Mr. 
Manly Fleischmann who is set to appear here some day this week, that 
question will be addressed to him. 

Mr. Hotman. May I clarify a little my position, since I think I was 
100 percent responsible, and I acknowledge it, and so far as I know I 
am rather pleased at the results from what I have observed. Whether 
Mr. Ticoulat’s company is in violation of the antitrust laws or whether 
he was a good appointee from the standpoint of the background of the 
company, I did not go into that. That was the responsibility of the 
personnel and the security people. After I made the recommendation 
it was their responsibility to check upon his qualifications and how he 
met those qualifications Insofar as Government employment was con- 
cerned, 

I felt, because of the shortage of pulp and the shortage of newsprint 
and the difficulties that we were experiencing all within the entire 
field of pulp and paper, that I would be irresponsible and not qualified 
to hold my position as a Government employee if I did not do every- 
thing within my power to eliminate the problems that I could see were 
generating as a result of the defense program and the problems we had 
right then in the field of pulp and paper, particularly newsprint, and 
I felt that I was ill-qualified to do the job that was necessary, not only 
for the industry but insofar as the national requirements were con- 
cerned. So I stepped out to find a man. 

The CHamman. That was very creditable, and I did not mean in 
the slightest degree to impugn your motives. What I said with refer- 
ence to the employment of a WOC to head the Paper and Pulp Divi- 
sion, was related to his coming from the firm called the Crown Zeller- 
bach Corp. 

Are there any other questions? 

T want to say that we have a number of witnesses vet this morning. 

Mr. Goopwiyx. This may be a collateral question, Mr. Holman. 
Looking back over your official experience in World War II and in 
the light of your observation in your current assignment, would you 
say that there is, on the part of industry, a growing feeling of uneasi- 
ness at Government dictation or otherwise ? 

Mr. Hotman. Let me answer it this way, sir. I think probably 
one of the most forward steps that we have made in legislative action 
was when Congress set up the mechanism for bringing industry into 
Government as we have done under the act of 1950. 

There was a rapidly growing feeling on the part of industry that 
there was a bunch of bureaucrats back here that did not know what 
made the watch tick, and that all we were interested in was getting 
Government control of everything that we could see. And there was 
a resistance on the part of industry toward all legislation, toward all 
Government action, toward all Government policy. They had built 
up an armor plate around themselves, and the very fact that a person 
was identified with Government was the hallmark, “Keep your eve 
on that fellow; he will take everything vou have got.” 

Now, we have brought industry into Government. They are getting 
acquainted with the way we do things, with our objectives, with the 
need for setting formal means of reaching a common objective. 
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The best thing it has done, it has made the lumberman realize that 
he did not have complete autonomy, that he was dependent upon the 
steel mill, the manufacturer of equipment, he was dependent upon 
transportation and upon labor, and all of the other factors that went 
into production. It has made him lose some of his conceit, and he 
is now giving more attention to the problems that the steel mill faces 
and the manufacturer of machinery faces and the problems of labor. 
And he is devoting his attention to bringing about the necessary corre- 
lation of all activity. He realizes that he is only one brick in this 
economie structure and that he is no more important, or less important, 
than all of the rest of the bricks in that structure. 

I think that has been a marvelous thing. If we accomplished 
nothing more than to convince industry as a whole of their inter- 
locking relationship with all other activities and their interlocking 
relationship and responsibility in Government, we have accomplished 
something worth while. 

Mr. Hituines. My colleague from Massachusetts has hit upon a 
point that has certainly been reflected in my mail from my district 
in California. 

I think you are to be commended for your desire to see that busi- 
ness is more properly acquainted with what Government is trying 
to do, 

Do you not think, though, that some of the wild statements that 
many Government leaders have made, such as the threat to license all 
business in the country, are going to make it more difficult for you 
to carry out a program of cooperation ? 

Mr. Houman. In an organization as large as Government vou will 
find all types of people. You will find it in large industrial cor- 
porations, 

I was associated with a large industry where we had staff meet- 
ings every 2 weeks. You found someone in that organization right 
in industry that had what we might call peculiar ideas of pro- 
motion. You find it in every organization. You get a multipli- 
city of characteristics and a multiplicity of people wi. are not al- 
ways broad in their vision. 

Mr. Hitirnes. Can you see any way whereby there could be a 
more coordinated effort in Government, not only, say, in your par- 
ticular field, but an effort throughout the Defense Production pro- 
gram to help create a better spirit of cooperation, which certainly 
we will have to have if we are to adequately develop this national 
defense program that is facing us? 

Let me put it this way: Do you think other agencies engaged in 
defense production on behalf of the Government are as aware of 
the problem as the people in your particular department are? 

Mr. Hoitman. That I do not know, because I have been so busy 
in my particular bailiwick that I have not been able to spend 
much time on what the policies and programs of other divisions 
are. I do think this, however: I do not think it makes much dif- 
ference whether you are manufacturing pianos or growing peanuts, 
how big you are or how insignificant you may be. I think we have 
to create a greater realization on the part of the little fellow way 
down at the grass roots as to why we are striving for this particular 
objective, what the necessities are, in order to make him more 
conscious of the position that he is playing on this team. And the 
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only way you can do that is not by calling these small committees 
into Washington and sitting down and discussing your problem 
with 13 or 14 people, it has to be dissipated farther, so that each 
individual feels that he has a responsibility, and when you place 
responsibility on people, 1 do not care whether they are producing 
peanuts or producing pianos or ships, in the majority of cases they 
will respond to that responsibility. 

We have to set up a mechanism that takes this thing down to the 
grass roots and not keep it on a national basis. 

Mr. Hines. That is a very commendable position. Would you 
not say that your experience and your background in private in- 
dustry has probably helped you particularly to recognize that problem 
which might not be the case with other people in Government ¢ 

Mr. Hotman. I do not think there is any question about it, because 
I have had to meet payrolls. I have had to overcome obstacles that 
have developed. Certainly, it has. 

Mr. Srevens. I will be very brief, because the time is short. 

I would like to be perfectly clear about your answer to one earlier 
question. You said that in your long experience in connection with 
these industry advisory committees, you had found no instances in 
which small-business representatives had hesitated to speak up and 
object to proposed actions; is that correct / 

Mr. Hotman. That is correct. Whenever small business is con 
tacted and they have been given that opportunity, they have been 
very, very generous in their assistance. 

Mr. Stevens. They have not been afraid to speak up? 

Mr. Hotman. Not in the least. 

Mr. Srevens. From fear of any action that might be taken? 

Mr. Hoima>. That goes back to the feeling of sincerity that we 
have been able to exhibit in our contact with industry. I have been 
over the country, taiking to all kinds of business organizations and 
segments of it, and after I have gotten through speaking I have spent 
the rest of the evening in conferences, first with one individual and 
then another who asked me some very intimate questions and left 
me with the feeling that they wanted to be members of the team. 

Mr. Stevens. To turn to another subject—your comments about the 
paid executives of trade associations—you oppose their being per- 
mitted to participate in industry advisory committee meetings. I 
would like to know whether, in the many committee meetings in 
which you have participated, any such paid representatives of trade 
associations have ever participated / 

Mr. Ho_man, In the last war they did. In this one, on lumber 
and wood products we do not have any. 

Mr. Srevens. In the last war, was it your experience, on the basis 
of the way they did take part in those meetings, that they were 
undesirable / 

Mr. Hotman. Some were undesirable from this standpoint: That 
because of their relationship as the head of a trade association they 
were not too limited in the matter of giving advice and assistance. 

Mr. Srevens. Was it your experience that they acted improperly 
or sought to foster selfish interests ? 

Mr. Hoiman. They did not act, so far as I know, improperly, but 
they were circumvented by virtue of the fact that they were members 
of a trade organization and they were not always free in their dis- 
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cussion—they were not completely free to approach the problem in 
all its ramifications. 

The Cnatrman. Thank you very much. I think you have made 
an excellent presentation, and we have been impressed with your 
expert knowledge. And I am sure that I express the feelings of my 
colleagues when I make that statement. 

(The prepared statement of Mr. Holman follows :) 


STATEMENT OF HaroLp E. HouMan 


My name is Harold E. Holman. Iam presently employed as assistant director 
of the Lumber and Wood Products Division of the National Production Authority 
in the United States Department of Commerce. 

For the purpose of indicating to the committee my qualifications as a witness, 
I take the liberty of providing you with the following brief sketch of my per- 
sonal experience. 

I spent about 25 years in the production of logs, lumber, and wood products. 
I earned my bachelor of science degree in logging engineering at the University 
of Washington. I have been actively engaged in consulting engineering work 
in the field of log and lumber production. Soon after the outbreak of the Second 
World War, I was appointed Chief of the Log and Lumber Section of the 
Lumber Branch of the War Production Board. Toward the end of 1945, I 
returned to industry where I was employed as consulting engineer and in May 
of 1948, I returned to the Department of Commerce as acting chief of the 
Forest Products Division in the Department of Commerce. At the beginning 
of the national defense program, I was appointed acting chief of the Forest 
Products Division and when the organization was completed, I was appointed 
Assistant Director of the Lumber and Wood Products Division, in which 
capacity I serve at the present time. 

My intimate relationship with businessmen in the field of forest products and 
the experience Ll had in the days of the Second World War, convinced me of the 
vital necessity of establishing and maintaining a closer working relationship 
betwee. industry and Government officials who are charged with the responsi- 
bility of developing a strong economic structure in this particular segment of 
our economy. It is not possible for Government officials to devise national 
programs and policies that affect a given industry without an intimate knowledge 
of the multiplicity of problems and the unique situations that are forever 
developing within the industry. 

The lumber and wood products industries comprise a substantial part of the 
business activity in every State of the Union, and in practically every country 
in the world. The consistent, regular production of logs and lumber, in fact 
all products, is dependent upon a satisfactory market outlet, and continuous 
production guarantees continuous employment of labor. The domestic producer 
therefore has a real interest, not only in national affairs, but in international 
affairs. He must gear his operations to maintain a satisfactory flow of his 
products to the world markets. 

Labor, in many communities and in fact the existence of the communities 
themselves are, in a large degree, dependent upon healthy, regularly operative 
wood manufacturing plants. The men who are engaged in the production of 
lumber and wood products have found it necessary to have an organization of 
trained personnel to meet the problems as they arise, and these problems are 
forever changing, even in a normal economy. When normal techniques are dis- 
torted by a national emergency such as the present, and when new demands are 
placed upon producers and the distributors, new and vexing problems are bound 
to arise. However, the trained personnel of the forest-products organizations, 
whether large, medium, or small, had the ingenuity, the fortitude, and the 
(lesire to meet the problems that we encountered during the last war, many 
of which we are encountering at the present time. 

In order that we become more intimately acquainted with the industry and 
assure that programs and policies adopted would not distort normal production 
und distribution, the Forest Products Division of the Department of Commerce 
launched an active program as early as May 1948 to bring industry and Govern- 
ment into a closer relationship. As proof of the attitude of the Secretary of 
Commerce and the active work that was done in this field, I would like to quote 
from a speech that was cleared by the Secretary’s office and delivered at the 
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meeting of the National Lumber Manufacturers Association in Portland, Oreg., 
on August 10, 1948. 

“It is neither possible nor even conceivable that there exists either in Gov- 
ernment or in industry any individual who is so well versed in all phases of the 
forest products dustry as to enable him to speak adequately at the council table 
for the entire industry. There will be need for counsel and sound thinking 
in the months ahead. The forest products industry plays too important a part 
in the economy, not only in this country, but in international affairs, to permit 
a casual attitude. There is no alternative; wise planning is necessary and there 
is no better source for information and advice than from industry.” 

We were able to convince the lumber and wood products industries of our 
sincerity and how important it was for industry to take a more active interest 
in governmental affairs. We conscientiously and honestly consulted with in- 
dustry before activating any new programs or any new policies in the field of 
lumber and wood products production. During the years between my asso- 
ciation with the War Production Board and the Department of Commerce, when 
I was actively associated with industry, I was continuously running into serious 
criticism of Government agencies in general. This criticism pertained mostly 
to impractical governmental activities that affected both production and dis- 
tribution. Much of the criticism was unfounded, and, in many instances, indus- 
try could have eliminated problems that developed mainly as a result of the 
ineffectual contact and association with governmental officials. In other in- 
stances, Government officials were to blame. This situation created a gulf where 
it appeared that industry was on one side of the chasm and Government on the 
other, with no formal mechanism for the interchange of ideas or the opportunity 
to associate, either on the basis of individuals cr as Government official with 
industrial official. There was a skepticisii as to the sincerity of Government 
officials. How far could they be trusted and was this a new technique that 
Goverment officials had devised to gain more positive control of those activities 
that industry considered their particular prerogative? 

I can assure the members of this committee that the difficulties encountered 
were numerous. At times they appeared almost insurmountable and I sometimes 
wondered if the desired objective was worth the worry and the work. 

When the present emergency developed and the Defense Act of 1950, known 
as Public Law 774 of the Eighty-first Congress, was passed, the Members of 
Congress proclaimed to the world that they were completely cognizant of the 
tremendous need for maintaining unity and a common objective in all national 
activities. When Congress wrote into the law, section 701 and section 710, title 
7 of the act known as general provisions, they formally indicated their aware- 
ness of the need of bringing into Government, individuals with the training, 
the background and the fortitude to construct a strong organization that would 
be capable of formulating programs and policies that would attain our objec 
tive with minimum distortion to established techniques and, inasfar as possible, 
maintain a normal economy. The provision providing for industry advisory 
committees, and spelling out the manner in which those committees were to 
be set up, went a long ways toward convincing industry that they were on the 
team and that they would be in a position to help establish the playing field 
and determine the manner in which the game would be played. 

I can definitely assure this committee that the Lumber and Wood Products 
Division are doing everything within their power to maintain the proper bal 
ance in our advisory committees so that we will get the benefit and the advice 
of the large, medium and small operators. We have worked very closely with 
the Office of Small Business and [I can assure you that the make-up of our 
present industry advisory committees meets the criteria laid down by the De 
fense Act of 1950, the desires of the Senate Small Business Committee, and 
the criteria that is established by the Office of Small Business in the Depart 
ment of Commerce, I can assure you that the assistance that these industr) 
advisory committees are giving to us is invaluable. TI am quite sure that if this 
Committee polled the members of the advisory committees, you would find that 
they are very appreciative of the opportunity that has been given to them and 
that they are very conscious of their responsibilities. I can further assure this 
committee that, insofar as I know, and I have polled the staff of the Lumber 
and Wood Products Division, that we know of no instance where any member 
of any of these committees has ever used his membership on the committee 
to secure any advantage or any treatment or consideration other than that treat- 
ment and consideration accorded all members of the industry. 
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Under section 710 which provides for the employment of specialists the Lum- 
ber and Woods Products Division has found it unnecessary to employ more than 
one individual on a full time basis under what is termed “WOC” (without com- 
pensation.) The Director of the Lumber and Woods Products Division, who 
is employed on a WOC basis, is an outstanding member of industry. He was 
employed because of his many years of successful operations in the production 
of lumber and lumber products. Another point I think worthy of note is that 
Mr. C. Arthur Bruce, who is the director spoken of above, was recommended by 
industry itself. In other words industry, representing the large, medium, and 
small operators, had a voice in who should direct the activities of the division 
that was going to administer the programs and regulations under which the 
industry would be required to operate. 

We have, on a stand-by basis for the purpose of consultation, seven other con- 
sultants, These men have been officially designed and cleared through the neces- 
sary Channels so that they are on call whenever their services may be required. 
These consultants cover the field of both production and distribution and repre- 
sent large, medium, and small business. 

The establishment of industry advisory committees and the stand-by appoint- 
ment of our consultants gives us the necessary mechanism to keep currently 
acquainted with the problems that are developing across the entire industry and 
gives us formal facilities for contacting and securing advice with the large, 
medium, and small operators in both the fields of production and distribution. 
As the problems become more intense, bnore numerous, and perhaps more unique, 
we may find it necessary to appoint additional consultants and additional mem- 
bers to our advisory committees and even more advisory committees in order 
tc maintain the necessary relationship between the division personnel and 
industry. 

One peculiar situation that has arisen and I think it worth while to call this 
to your attention. Both sections 701 and 710 have given rise to a rather interest- 
ing problem. We are faced with a constant struggle to obtain the representative 
personnel that I believe the Members of Congress had in mind when they passed 
the Defense Act of 1950. We have secured the services of a number of good men 
from small business but it has been a very difficult task. 

In a number of instances, representatives from small business have declined 
membership on some of our industry advisory committees for the reason that 
they could not afford to leave their business establishments and pay their own 
transportation and living expenses during the time they were serving as advisors 
on one of the committees withoat causing serious consequences to their own 
business. 

It has been pointed out to us on a number of occasions that they could not afford 
service as consultants even though their transportation and expenses were paid 
because absence from their business in many instances was like taking the spark 
plug out of the engine. 

We have, however, been successful in some degree, by getting small business 
representatives into our organization and on our industry advisory committees by 
pointing out that their services were necessary in the interest of national de- 
fense and for the well-being of the entire industry. In the case of industry ad- 
visory committees, we have provided for a system of rotation so that service 
on the committees can be spread over a large number of individuals to cover a 
broader segment of the industry. 

It is my opinion that the make-up of small business, particularly in the field 
of lumber and wood products, is not conducive to getting strict compliance with 
the meaning and the intent of title 7. I feel, however, that by reason of the 
manner in which our consultants and WOC’s have operated small business has 
been fairly represented. There has been no indication insofar as I have been 
able to observe, that small business is not getting the attention or consideration 
to which it is entitled. It is my feeling that a WOC from a large industry is 
inclined to lean over backward. The men that I have met, some of whom I 
have had intimate association with, are of exceedingly high caliber, and it is my 
opinion that our inability to secure a large number of representatives from snrall 
business has in no way adversely affected small-business activities or their im- 
portance in the defense program. In fact, it is my feeling that the advantages 
that have acerued as a result of getting WOC personnel has more than com- 
pensated for the inability to secure the services of more diversified personnel, 

The Defense Act of 1950 and the Executive orders issued thereafter, have pro- 
vided the means of bringing industrial leaders into the Government and giving 
them the opportunity, operating within the framework of Government regula- 
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tions, to administer the necessary programs so that industry can better serve 
iu our national defense program with the minimum distortion of our normal 


economy. 

The CuatrMan. Our next witness is Mr. E. H. Lane of the Lane Co., 
of Altavista, Va. 

Will you raise your right hand¢ Do you solemnly swear to tell the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Lane. Yes, sir. 


TESTIMONY OF E. H. LANE, LANE CO., ALTAVISTA, VA. 


The Cuarrman. Be seated and give your name and address and your 


affiliation to the stenographer. 

Mr. Lane. My name is Edward H. Lane, of the Lane Co., Alta- 
vista, Va. 

I was an assistant to General Harrison, Assistant Administrator 
to him, in charge of the Office of Small Business, from some time in 
October until the first of April. 

Mr. Bryson. You are the originator, or the father of the Lane 
hope chest ? 

Mr. Lane. Yes; I guess I am guilty of that. 

Mr. Bryson. An article that so many are anxious to get hold of? 

Mr. Lane. Yes, sir. 

Mr. Wooc. In your capacity as assistant to General Harrison you 
stated that you were head of the Small Business Office of the National 
Production Authority. In that capacity did you have the responsi- 
bility of advising on all matters relating to small business / 

Mr. Lane. Yes. That was my r responsibility. Of course, lam sure 
any of you who have had experience in Government realize that it is 
like a hundred ring circus, you try to watch it all, but you cannot do it 
to save vour life. ° 

Mr. Wooa. Part of your responsibility there involved a study of the 
effect of the tax amortization program on small business, did it not— 
that is to study the effect of certificates of necessity on small business 
pursuant to section 124 (a) of the Internal Revenue Code? 

Mr. Lanr. Yes, sir. 

Mr. Wooc. And did the Office of Small Business have the responsi- 
bility of reviewing applications for accelerated amortization which 
were submitted to it by small business entities / 

Mr. Lane. Yes. In the early days of NPA, all of you must realize 
the terriflic pressure on General Harrison and the staff in the National 
Production Authority to get something done quick. ‘The pressure 
Was terrific there at first. 

As this thing worked on over and the world did not come to an end, 
the pressure sort of eased down. However, pretty early in the game 
our staff in Small Business decided that we did not probably have too 
much interest in the certificates of necessity affecting basic materials, 
because small business was not involved in the production of those 
too much, So we told them that they need not clutter up our staff's 
time with the basic materials. We would like to see all of those affect- 
ing the chewing up or the fabrication processes. 

Mr. Wooe. Did you find that at one time a number of these appli- 

‘ations for accelerated amortization which were submitted by small- 
business concerns did not go to the Office of Small Business for their 
study and recommendation ? 
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Mr. Lane. Well, by the time that Mr. Creedon’s oflice was estab- 
lished, it was not long after before they were completely covered up 
with requests, applications, and all I could ever get on that was more 
or less hearsay, there was a pretty big group that we could not account 
for, but T am sure that with the thoroughness of the Government 
svstem it would enable that to be checked up and the facts gotten on 
that. 

Mr. Creedon, I am sure, could cover that much better than I could. 

Mr. Hitirines. If the small-business man wants to apply for one 
of these certificates of necessity for tax amortization, where does he 
now go? Did he not originally go to the National Security Resources 
Board; were not those people originally handling it when the crisis 
developed ¢ 

Mr. Lane. It is my understanding that the process ot filing this 
and processing them changed a little from time to time. Certainly, 
in my portion of the time that IT spent in National Production Au- 
thority, my understanding then was that they had to be filed first 
with the NSRP, then they came to Mr. Creedon’s office and were given 
a number, and then they were processed around to the various ones 
to get the facts on them. 

Mr. Hitiuines. Now they go directly to the National Production 
Authority: is that it ¢ 

Mr. Lane. 1 resigned the Ist of April, and I have not kept up 
with it. Tam still on a consulting basis, but I have not been called in 
since then. I have been too busy trying to learn how to run my own 
business again, to take much time with NPA. 

Mr. Woo. In your experience as a businessman what would you 
say would be the effect of the expansion of integrated facilities by 
means of the ceriificate-of-necessity program on small businesses 
which have adequate facilities to produce the materials for which the 
certificates are being granted ¢ 

Mr. Lane. Naturally, the more facilities you construct to manu- 
facture these raw materials the less opportunity there will be for the 
small-business fellow to get in on them. 

There was quite a discussion from the beginning with regard to 
what position small business had to take in this game, and my feeling 
from the beginning was that we should not have prohibition orders 
on the use of certain materials, except in a very few critical mate- 
rials, because T could not see as a businessman and from my experi- 
ence in World War I and World War IL as a manufacturer, running 
a small business, that small business could get into the production of 
war materials too rapidly. And certainly in a partial mobilization it 
is much more difficult for them to get in. They could not meet a lot 
of the prices, and they did not have a price differential in their favor, 
certainly while I was serving National Production Authority. 

I was requested by General Harrison and the powers to be at the 
Pentagon to go out and visit the procurement offices in the different 
districts. I went to about 12 of them. I found that they did not buy 
much differently than we do in our own business. They called in a 
bunch of sources that they knew were reliable, on which they could 
get a good competitive price, and they purchased from them. That 
is the way we do. We certainly would not want to advertise for bids, 
because we would get a bunch of people maybe making a low price 


who would give us a headache before we got through with them. 


SO861—51—-ser. 1, pt. 4——39 











392 STUDY OF MONOPOLY POWER 


I found the military boys were buying just like we would. There 
was not any difference. 

In partial mobilization I felt that it was not the right thing to 
knock the fellows out by taking materials away from them and then 
trying to put them back in business by giving them war orders. It 
did not add up. It did not work out. 

Of course, the processes of Government operations are slow, but 
now that is beginning to work out. 

Just before I left, I had quite a long talk with General Clay about 
that situation, and he was more or less in agreement that we had 
followed the wrong course in establishing these prohibition orders 
which had never quite gone into effect. 

General Harrison set them ahead so people could have sufficient 
notice. 

So, as the result of all this, the prohibition orders have been pretty 
well eliminated or suspended. 

To follow out what I have been discussing, and I think as a whole 
now under Mr. Fleischmann, that the little business is being given a 
pretty fair shake in the whole situation. That is my general impres- 
sion. 

Mr. Kearinc. Who is in charge of that office now ¢ 

Mr. Lane. Mr. John Pritchard, from Denver. 

Mr. Kratrna. Is he a small-business man himself ? 

Mr. Lane. Yes, sir. He has a building supply outfit. He owns 
ranches. He is a small banker. He has had general experience in 
small business, and is a very capable and able man. 

The Cuarrman. Mr. Lane, relative to accelerated tax amortization, 
I would like to get the record clear. Let us take two cases, the ordi- 
nary case where a plant is amortized, say, over 20 years. That is the 
life of the plant. That means that the owner of the plant would have 
the right to deduct from his taxes 5 percent per annum during the 
life of the building, or the effective life of the building. If he gets 
accelerated tax amortization, say, covering 5 years, then he is per 
mitted to deduct from his income tax the corporate tax of 20 percent 
for each of the 5 years; is that correct ? 

Mr. Lane. Yes. 

The Cuamman. What is the advantage to the corporation if, for 
example, taxes remained the same throughout the 20 years? 

Mr. Lane. Well, if the taxes remained the same throughout the 
20 vears, I could see this advantage: If the business was not going 
to need those facilities for its civilian work, then it would be a good 
plan to get them off your books as quickly as possible. 

The Cramman. But he pays in the ultimate—he only gets 100 
percent of the amortization—it is telescoped in one case into 5 years, 
and in the ordinary case it is over 20 years. If perchance taxes remain 
the same, I can see no advantage whatsoever to the corporation. Can 
you 4 

Mr. Lane. Well, a lot of businesses and tax advisers are beginning 
to see now that there is not any particular advantage. And they 
probably will not avail themselves of that opportunity. 

The Cratmman. Because if the taxes are the same after 5 years 
he gets no reduction on his taxes at all; is that not correct ? 

Mr. Lane. If you are going to use those facilities, have use for them 
for civilian production, that is true. 








it 


it 


d 


it 


or 


ie 


IQ 


ur 


STUDY OF MONOPOLY POWER 593 


The Cuarrman. Let us assume he uses them and then if he uses 
the facilities, after a period of 5 years he gets no reduction on his 
income taxes, and for 15 years that situation prevails; is that not 
correct ? 

Mr. Lane. Yes. 

Most of us. who have been trving to get all of the depreciation we 
could in the last 20 years on our property, are sort of sorry now that 
we did it. It worked against us with the increasing tax rate. 

The Cuarrman. In a certain sense it becomes a gamble. If our 
taxes are increased and there is accelerated amortization, then the 
corporation may have a very decided advantage. 

Mr. Kearine. It will have an advantage, because taxes are so high 
now the only place they can go is down; is that not so / 

The CuarrmMan. That is what Iam coming to. I was a little wrong 
in my statement before. If the taxes are increased after the 5 years, 
there is a disadvantage to the corporation. 

Mr. Lanr. Yes. 

The Cuamman. If the taxes are decreased, then the advantage 
with the Government and not with him ¢ 

Mr. Lane. That is so. 

The Cnairman. There is a gamble in a certain sense, is there not ? 
Mr. Lane. On this matter of taxes, Mr. Chairman, it takes al! of the 
experts we businessmen can gather around us, and then we just look 
up and look in the crystal ball and hope that we get the right answer, 
because taxes have gone so high we feel there is not any chance for 
them to gohigher. I hope tothe Lord that is so. 

Mr. Keatine. That is what you figured until we passed the last 
tax bill. 

Mr. Lane. Of everything I have seen in the operation of our Gov- 
ernment in the last 15,20 years that has been harmful to small business, 
I think the tax system has been more harmful than anything else to 
small business. 

Mr. Wituts. Is not the ultimate factor that decides whether a busi- 
nessman will avail himself of the accelerated tax amortization pro- 
gram; namely, not so much that he will remain in business for 20 
years, but the theory that during the war or a mobilization period, 
for 5 years he is going to receive a larger volume of sales, possibly 
huge sales. And, further, he is manufacturing that type of article 
which is not readily salable after the war. That was the original 
theory for granting these certificates; is that not right? In other 
words, these are new plants pioneering in fields such as aluminum and 
other metals and goods, that we need in a hurry during a war. The 
efforts of these corporations are directed to producing those goods for 
the present emergency, and they are in doubt as to their prospects for 
the balance of the term, the 15 years, as to whether they will have 
those big sales. Is that not the determining factor, ultimately ? 

Mr. Lane. Yes. I think it takes a pretty thorough analysis of 
each company’s position and the product they are going to manufac- 
ture for the Government. and how those facilities will fit in after the 
emergency needs are over. 

I know that in World War II our own company got some certificates 
of necessity, and as the thing worked out we would have been better 
off if we had not gotten them. It is pretty hard to see that far ahead. 

Mr. Srevens. Is that because of your peculiar small-business situ- 
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ation or do you mean to say that business generally would have been 
better off without certificates ¢ 

Mr. Lane. I think each case has to stand on its own merits and be 
analyzed on its own merits. 

Mr. Srevens. Would it be true that there might be many valid 
rersons Which might motivate a small business in deciding not to 
apply for a certificate? It might not want one for reasons peculiar 
to its own situation. 

Mr. Lane. I think in this partial mobilization the small business 
does not fit into it anything like as well for the production of raw 
materials from many angles as the big business does. 

I was very much opposed to seeing facilities built for fabricating 
materials, because 1 knew every one of those that they built would 
make the big bigger and the small smaller, but when you come to 
consider that you have to get these built and the pressure is on to 
vet it done quickly, even as much as I disliked it—and I criticized it 
pretty severely at the time—I have not seen any other way to do it. 

Mr. Goipsrein. Could you tell us, with reference to the point you 
have just made, whether tax amortization certificates were granted to 
the large companies, While small business may have had idle capacity— 
would you tell us whether or not there was any program for the grant- 
ing of tax certificates which took into account the status of the capacity 
available in small businesses, or whether such a program is now in the 
process of being set up? 

Mr. Lane. Well, I think it is fair to say that at the time there was 
not any real, well-organized program. I think that is being developed. 

As I look back over the last 20, 25 years, I think the biggest blunder 
our country has made is not to establish a permanent military policy 
and be able to do these things over and over. That is the way you get 
your efliciency. And most of it has to be done by trial and error. 

Mr. Goupsrein. Specifically, were you in the Office of Small Business 
in the middle of December of last year? 

Mr. Lane. Yes, sir. 

Mr. Goupsrern. About the beginning of December of last year the 
Attorney General reported to the President on various aspects of the 
mobilization program, At that time he suggested that in the grant 
ing of tax amortization certificates it should be done on the basis of 
a plan and survey of the entire industrial facilities and each segment 
of industry. 

Do you know whether such a plan was ever started or initiated ? 

Mr. Lane. No, I did not hear too much about that at the time. Isaw 
the same thing that you saw in the press, but we were always trying 
to find the facilities that were idle, and channel them to the procurement 
agencies, but it isa pretty difficult job. 

You take a fellow in small business, he has a plant, he is making a 
particular product and he cannot stop making that product. Usually 
he does not have the staff which is big enough to start building some- 
thing else. Small business has to operate entirely differently from 
what big business does. With their big engineering staffs, and staffs 
of all sorts, they can do these things. 

Mr. Goupsrer. Is it fair to summarize your testimony by saying 
that there was no plan for tax amortization with reference to the 
particular function or the problem of small business? _ 

Mr. Lane. Well, I think they had it available to them just the same 
as the big business. 
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Mr. Goipstern. But was there an over-all program in which so much 
was set aside for small business or smal] business was to be looked after 
to a particular point? 

Mr. Lane. If there was, I never heard of it. 

Mr. Kearine. Do you know, in fact, what percentage of the tax 
amortization certificates were granted to small business out of the 
entire amount during the period of your tenure ¢ 

Mr. Lanr. No, sir: I would have to go back and have that checked 
up. I could not answer that off the cuff. 

Mr. Kearine. It was relatively small, was it not? 

Mr. Lane. I imagine it was very small. 

Mr. Kearina. In other words, the big business concerns were the 
ones that stepped in and got the main benefit in the early days of the 
tax amortization feature; is that not correct? 

Mr. Lane. They were ready for it. In our own company, we have 
not taken any war orders yet. Everything we have checked the prices 
on, we would not be willing to make them for those prices. We } not 
want to cut down our civilian production, which we depend on, with 
continuous advertising and everything, to maintain. 

It is pretty difficult for small business people to get into this defense 
program. In an all-out war, it is different. 

Mr. Keatine. Then you get into borderline cases of what are defense 
activities. These hope chests that my colleague from South Carolina 
speaks of, I suppose, you claim are defense activities ? 

Mr. Lane. The boys in the field must have something to hold the 
girls with. 

Mr. Kearine. That is it exactly. And so it is hard to tell in specific 
instances just where that borderline is. 

Mr. Lane. It is very difficult. And that is why I felt it was so im- 
portant in partial mobilization not to try to draw a line, if it could be 
avoided, between the essential and nonessential, because you are bound 
to pass judgment and put some people practically out of business, and 
I seriously wondered if it was necessary. 

Mr. Woog. Do you think that a higher percentage of cost should 
be allowed to be amortized by small businesses as compared with large 
competitors / 

Mr. Wituts. You mean by small business costs amortized in 4 years, 
and big business in 6? 

Mr. Wooe. If textiles for example were generally give 70 percent 
amortization for the 5-year period, do you think it would be wise to 
allow a small textile manufacturer to amortize 75 percent of the cost 
of his facility in the same period / 

Mr. Lanr. My feeling has always been with regard to small business 
and large business, it is sort of like comparing it to a horse race. In 
order to keep it a fairly competitive race, the bigger fellow will have 
to be handicaped in some way, and still you have got to try to do it 
fairly, like they try to do it in racing. 

Frankly, I think in most cases of the small business fellows it would 
be in the interest of our national economy if we let them write it all 
off. I am not speaking for myself. I have no applications in, and so 
far as I know I do not intend to put any in. We have been doing some 
building, but we have not gone to the Government for anything that 
we can avoid, 
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Mr. Woog. According to the definition of small business, I under- 
stand that your company does not come within the purview of that 
definition. 

Mr. Lane. That is always open to argument as to what is small 
business. 

Mr. Wooa. It has more than 500 employees. 

Mr. Lane. The figure of 500 is a misnomer, as you know. A lot of 
steel fellows are small at 5,000 employees. 

Mr. Wooa. That is correct. Would you care to hazard an opinion 
generally on the effect of the tax amortization program on com- 
petition ¢ 

Mr. Lane. Well, I think the tax amortization program as it has 
worked out—and when you pass those things it is hard to know how 
they will work out—I think the tendency has been to make the large 
larger and the small smaller, because the little fellow has not been 
in position to avail himself of it except to a very small extent. 

Mr. Wooa. Both by virtue of the fact that he is not adequately 
prepared to finance his expansion and is not in a position to bid 
competitively for defense contracts and participate in all of the 
other increments of the mobilization program ¢ 

Mr. Lane. He does not have the proper staff of specialists, and 
that sort of thing. You might say that manpower holds him back 
more than anything else. 

Mr. Wooe. I have no further questions. 

Mr. Goupsre1xn. Along Mr. Woog’s line of questioning, do you 
think that in any program of expansion, whether it is tax amortiza- 
tion or procurement, that some special effort should be made to help 
small business get the various aids which the Government supplies 
because of their particular problem, their particular handicap, re- 
ferring to the horse-race idea? In other words, is it incumbent upon 
the Government in times of this sort to go out and see what they 
can do to actively help small business, rather than to wait to let 
whoever comes in, handle the application for him ? 

Mr. Lane. Yes, sir; it is pretty difficult. I know now that the 
small defense-plant proposition before Congress has a lot of things 
to recommend it, but still I would bet anyone for every dollar’s worth 
of goods they could do, that is, small business, it will cost $500 or 
$1,000 to get it done. 

I have been trying to persuade the Secretary of Commerce that 
the Office of Small Business at this stage of the game should be pulled 
out of the National Production Authority and established as a sep- 
arate agency, made a claimant agency, so as to get the materials to 
take care of some of the distress cases. The different heads there 
have too much work to do to look after these little fellows. And the 
Office of Small Business has a staff that can do it. 

I think that you have to set up some special agency to sort of take 
care of them the best you can. I do not think they ought to be 
wet-nursed, but there ought to be a fair field, and give them an 
opportunity. It could be most economically done from a taxpayer’s 
standpoint if you set up a separate agency in the Department of 
Commerce, with competent people to handle it and do all we can 
for them. They have quite a bunch in the field now looking after 
them. They are more accessible. 
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Mr. Goupsrers. Would that not have a long-run advantage so that 
after the mobilization period is over you would still be in a competitive 
position, instead of destroying it; that is, the competition, through 
the mobilization program ¢ 

Mr. Lane. You can do those little fellows more good by trying 
to put a little material aside to keep them alive, than you can by 
any other way that I know of. 

Mr. Winits. Do you think that the Small Defense Plant Corpora- 
tion idea would help out or fit into that, into your thoughts there? 

Mr. Lane. I think it would properly help out, but my feeling is 
that first and last, it would be sort of a glorified pork barrel before 
we got through with it, and that is why I dislike to see it set up as 
a separate agency. You would lose all of the knowledge gained 
by this office up here, unless you could transfer it, and the great prob- 
lem, I found, is getting men who are competent, who knew what they 
were doing. 

Thas is why I suggested to the Secretary to take this office of the 
Small Business now and move it out of the National Production Au- 
thority, and use the organization he now has in NPA as a nucleus 
to build on. 

The Cramman. Thank you very much, Mr. Lane. We appreciate 
your coming here this morning. 

The committee will now adjourn, to meet tomorrow afternoon, at 
2 p.m. We are tentatively scheduled to hear the Honorable James 
M. Mead, Chairman of the Federal Trade Commission. 

It is possible that the House may be engaged in consideration of 
the so-called wetback bill and the members may want to be in at- 
tendance on the floor, in which event we will have to make other ar- 
rangements for hearing Commissioner Mead. 

We have scheduled Mr. Fleischmann for Wednesday. On Thurs- 
day we will hear Mr. Byron Woodside of the Defense Expansion Di- 
vision of the Defense Production Administration, and Mr. Frank 
Creedon, Assistant Administrator, Facilities and Construction Bu- 
reau, National Production Authority. 

We will now adjourn. 

(Whereupon at 12:15 p. m., the special subcommittee adjourned, 
to reconvene at 2 p.m., Thursday, June 28, 1951.) 
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THURSDAY, JUNE 28, 1951 


House or Represenratives, 
SPECIAL SUBCOMMITTEE ON THE Stupy OF Monorovy 
Power OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The special subcommittee met, pursuant to adjournment and sub- 
sequent postponement, at 10:05 a. m., in room 346, Old Office Build- 
ing, Hon. Emanuel Celler, presiding. 

Present: Representatives Celler (chairman), Bryson, Lane, Reed, 
McCulloch, Goodwin, and Hillings. 

Also present: E. Ernest Goldstein, general counsel to the subcom- 
mittee; John Paul Stevens, associate counsel, representing the mi- 
nority ; John F. Woog, assistant counsel; and Eileen R. Browne, clerk. 

The Cuamman. The meeting will come to order. 

Our first witness this morning is Bryson Woodside, Business Ex- 
yansion Division of the Defense Production Administration. Mr. 
Woodside. 

Will you please raise your right hand? Do you solemnly swear to 
tell the truth, the whole truth, and nothing but the truth, so help 
you God ¢ 


Mr. W oops ipe. I do. 


TESTIMONY OF BYRON D. WOODSIDE, DIRECTOR, BUSINESS EXPAN- 
SION DIVISION, DEFENSE PRODUCTION ADMINISTRATION 


The Cuatrman. Just give your name and your address and posi- 
tion to the reporter. 

Mr. Woopsipr. My name is Byron D. Woodside. I am Director of 
the Business Expansion Division of the Defense Production Ad- 
ministration. 

Mr. Goupsrrix. Mr. Woodside, is it correct that tax-amortization 
certificates or certificates of necessity are not issued under the author- 
ity of the Defense Production Act but under the authority of the 
Internal Revenue Code ¢ 

Mr. Woopsipe. That is correct; the certificates are issued under 
124 (a) of the Revenue Act of 1950, which is a separate and inde- 
pendent piece of legislation from the Defense Production Act of 1950. 

Mr. Goupsrerx. And what agency of the Government is granted the 
final authority to determine whether or not a certificate should be 
granted ¢ 

Mr. Woopsipe. The Defense Production Administration is the certi- 
fying authority. I beg your pardon. The Defense Production Ad- 
ministrator is the certifying authority, and he has delegated the sign- 
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ing authority to his deputy, General Farrell, who is my immediate 
superior. 

Mr. Goutpsrern. And from whom does the Administrator receive 
his authority, or under what act does the Administrator have his 
wuthority, which he has, in turn, delegated to General Farrell / 

Mr. Woopstwr. The Administrator is designated by the President, 
by Executive order. The first designation was to Mr. Symington as 
Chairman of the National Security Resources Board. 

Mr. Goopwrn. Mr. Chairman, I have difficulty in hearing the 
witness. 

Mr. McCvtiocn. So do I, Would you please speak up‘ 

Mr. Woopsipr. I am sorry. 

The first certifying authority was Mr. Symington, booee of the 
National Security Resources Board, from December 1, 1950, until the 
latter part of January 1951, at which time the De bade Production 
Administrator was designated as the certifying authority, and the first 
Administrator, General Harrison, delegated the signing responsibility 
first to Mr. Gibson and then to General Farrell, who is now, and has 
been for some 2 or 214 months the certifying authority. 

Mr. Goipsrein. Mr. Woodside, without getting into too great de- 
tail, could you give us a sample proc edure that would be followed 
once, say, X corporation files its application with the Defense Pro- 
duction Administrator? In other words, to whom is that application 
referred in most cases? What divisions would take over? 

For the sake of example, let’s assume we are dealing with the appli- 
cation of the United States Widget Corp., and there is in NPA 
division known as the Widget and Gadget Division. 

Mr. Hitiines. The what ? 

Mr. Gotpsrein. The Widget and Gadget Division. 

Mr. Bryson. That sounds logical. 

Mr. Woopsipr. The corporation would file its application for a 
necessity certificate with the Defense Production Administration. 
Upon filing, it would be examined to see the general character of busi- 
ness, the nature of the expansion project applied for; and, depending 
upon the nature of the project, it would be referred, the application 
would be referred, by the Defense Production Administration to one 
of four Government agencies—the National Production Authority 
within the Department of Commerce, the Department of Agriculture, 
the Department of Interior, or the Defense Transport Administra- 
tion, part of the ICC. 

I might say that within the Department of Interior there are five 
divisions to which an application might be referred. There is Defense 
Fisheries, Defense Minerals, Petroleum Administration for Defense, 
Defense Electric Power Administration, and Defense Solid Fuels. 

The Widget Corp., dealing with a general manufacturing opera- 
tion, would be—the : application for that company would be—referred 
to the National Production Authority within the Department of Com- 
merce, wa go to them. We retain a copy in our file. 

The National Production Authority would assign that case to its 
Widget Division, and I think Mr. Creedon, who Will succeed me on 
the stand, I understand, can perhaps better explain to you what he 
does with it in the National Production Authority. 

In brief, the application is reviewed for the purpose of determining 
whether or not the application relates to a productive facility which 
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is necessary in the interest of the defense program, and in an area 
that is in short supply. In other words, one of the basic tests to be 
applied in reviewing these cases is to determine whether or not there 
isa shortage of the Focilities to which the application relates. If there 
is a shortage and if the production of that facility is considered nec- 
essary in the interest of national defense, and that determination is 
made as best it can in terms in relation to judgment as to available 
capacity requirements in the interests of national defense, using that 
term in a broad sense, and upon a determination, for example, that it 
was necessary that the expansion should go forward in the interests of 
national defense, the National Production Authority would make a 
recommendation to the Defense Production Administration, one, that 
the case be certified, and, two, the percentage certificate to be issued. 

In practice—and this has been true from the very first—there is 
close consultation between the staff of NPA and the other delegate 
agencies and the staff of DPA in arriving at that determination. In 
other words, it rarely occurs that NPA or some other agency will for- 
mally submit a recommendation on a case which has not previously 
been discussed either in relation to the facts of that case or in relation 
to over-all programs, 

It is worked out pretty much as a cooperative effort. An agreement 
is reached as to what should be done with the case and the matter of 
certification and percentage. When that agreement is reached the 
certificate is issued by DPA at a specified percentage and copy is 
mailed tothe applicant. The original of the certificate is mailed to the 
Bureau of Internal Revenue. 

Mr. Goipsrerx. Mr. Woodside, when that United States Widget ap- 
plication comes back in to DPA, it comes back to your office, does it 
not ¢ 

Mr. Woopsipr. Yes, sir. 

Mr. Gotpsrein. Would you tell us very briefly what part your 
office then plays in the certification or this approval function / 

Mr. Woopsipe. We attempt to review all the recommendations that 
come in from the various delegate agencies. 

Mr. Srevens. By the term “delegate agency” you are referring to 
the four agencies—NPA, Department of Agriculture, Department of 
Interior, or the Defense Transport Administration ¢ 

Mr. Woopsipe. Yes, sir. And, incidentally, I failed to mention 
they were specified in Executive order of the President back in Oc- 
tober, I think it was, of 1950. 

Mr. Hizines. Mr. Woodside, is it not true, as a practical matter— 
maybe you are going to come to this in your testimony—that recom- 
mendations of particularly military officials, military procurement 
people, pretty much control as to whether or not this certificate is 
voing to be granted ¢ 

Mr. Woovsipe. That depends upon the nature of the application. 
If the application relates to the facilities for production of military 
end items, then it is the practice of the delegate agency to refer the 
inatter to the Munitions Board for the purpose of securing expression 
of their views as to the necessity of the project and the question of 
shortages, degrees of essentiality. But there are a great many of the 
applications which are filed which relate to basic industry, the raw 
a and they are not ordinarily referred to the Munitions 
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I might say that the basic theory of the structure, which seems a 
little bit complicated, perhaps, was to employ to a maXimum extent 
the existing facilities, knowledge, and experience of Government, 
rather than to attempt to create a new independent defense agency 
such as the War Production Board, for example, in the last war. 

As a result, you find that DPA is a relatively small agency. I think 
there are not over 500 people, altogether, in it. The agency serves 
as a coordinating function in relation to these other agencies which 
whae had years of experience in their field and are better qualified to 
deal “with the technical aspects of these applications than any staff 
we could create in the short period of time we have been operating. 

Mr. Gotpstein. Mr. Woodside, can you tell us whether or not the 
tax amortization program which is derived from section 124 (a) 
of the Internal Revenue Code is administered by DPA with the under- 
standing that the program is meant to operate under the provisions 
of title VII of the Defense Production Act? I have specific reference 
to section 701 (b) (1V), for example. 

Mr. Woopsipe. I ’ 

Mr. Goipsreix. Let me explain what Tul (b) (IV) provides. 





In administering this act 
referring to Defense Production Act— 
special provision shall be made for the expeditious handling of all requests, 
applications, or appeals from small-business enterprises. 

The question is whether or not in the administration of the tax 
amortization program it is your view that you are to operate within 
the framework and intent of the Defense Production Act. 

Mr. Woopsipr. Let me answer your question this way: The Defense 
Production Act and section 124 (a) of the Revenue Code were adopted 
at about the same time, and we have considered that they represent 
in effect, a single legislative program. In other words, both were 
adopted for the purpose of providing legislative assistance toward a 
single end. And we have in general considered that the principles 
announced in the Defense Preduction Act, particularly the intro- 
duction, should be adhered to in the administration of 124 (a). 

And to answer your specific question—to the extent that it has been 
practical to do so—up to date we have tried to keep in mind the im- 
portance of the small-business man, the small applicant. While we 
have not deliberately picked little business out to accord it prefer- 
ence, we certainly have made every effort not to take action which 
would be adverse to their interest. 

Mr. Goipstrerx. Do you view the tax-amortization program as be- 
ing a part of a general expansion program, of which procurement and 
tax amortization may be described as, say, two arms ? 

Mr. Woopsipr. Yes, sir. 

Mr. Goupsrern. So that there is a definite interrelation between the 
over-all procurement problem of the military and the expansion of 
plant facilities through tax amortization / 

Mr. Woopsipe. Yes, sir. 

Mr. Gotpsrein. Now, sir, with reference once again to the general 
principles of granting tax amortization certificates—do you believe 
that the program as followed has been in harmony with the various 
policy declarations of the President, General Marshall, and Mr. Wil- 
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son—that the industrial base of our economy be expanded to the great- 
est extent possible or compatible with the needs of the military ¢ 

Mr. Woopstme. I believe that is correct. 

Mr. Gotpstein. In other words, there again you are following the 
general theory of the Defense Production ‘Act and the various orders 
and directives of the heads of the program for broadening the base 
to whatever extent is compatible with our military expansion 
program ¢ 

Mr. Woopstpe. Yes, sir. 

Mr. Hinires. Is it not pretty difficult, though, for the average 
small-business man to wade through the red tape involved in getting 
one of these certificates of necessity ¢ 

I know that a number of small-business men in various districts 
that we represent are often in Washington, trying to get one of those 
certificates. The reports I have heard have always been extremely 
critical of the operation of the whole process. 

The feeling, I think, exists on the part of a lot of the small-business 
men that there just is not a chance for them to get one of those certifi- 
cates unless the military people are perfectly in accord and perfectly 
willing to make a strong recommendation. 

Now, is there not a long, involved process, a lot of waiting around 
and calling on one agency after another that these people have to go 
through ¢ 

Mr. Woopsipe. I think that impression may be current. Ilowever, 
as viewed from the other side of the door, if you will, it has been my 
impression that the small-business man in the areas in which we have 
acted so far, has received just as expeditious treatment as anyone else, 
and : — be given under the circumstances. 

Now, it is true, I think, that the defense structure, insofar as the 
ealiete problem is concerned, Is complex. Any time you have 
many Government agencies working on the same problem, there is 
a loss of expedition and speed, I think, from the nature of the thing. 
But consistent with having the back-up on these cases that should be 
had in all instances, I do not believe that there has been any unrea- 
sonable delay in the processing of the cases. In fact, there has been 
some suggestion made that maybe we have been doing it too fast. 

Mr. McCunsocn. Well, Mr. Woodside, is it not a fact that appli 
cants who have aggressive Washington representatives who are con 
stantly following the application, will obtain final action on their ap 
plications mune h more r apidly than some small business that is not 
able to afford to have someone down here all the time or is not able 
to afford to send representatives down here every week in order to 
see that the application is processed as rapidly as possible / 

Mr. Woopsipe. As a general answer, sir, I would say “No.” Now, 
you may be able to find specific instances where cases have been moved 
forward as a result of that kind of pressure, but our approach, in gen- 
eral, has been to deal with the cases on an industry basis, and to deal 
with the cases within that industry pretty much as a group. 

So that, say, within the steel industry or machine tool indus try, 
aluminum industry, petroleum, when we deal with the problems of 
that industry the actions are usually taken right across the board, the 
little fellows and the big ones get treated at eed the same time in 
the same fashion. 
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Mr. MeCuisocn. The applications are processed with the same 
diligence ¢ 

Mr. Woopsipe. That is right. 

Mr. McCutnocn. Even though the small business may not have a 
representative who is constantly following that application / 

Mr. Woopsipe. Every effort has been made, so far as I know, not to 
discriminate in favor of the big fellow. 

Mr. MeCunrocnu. I did not mean to imply any discrimination, and 
[am not asking the question in any critical nature. There is the feel- 
ing, as has been indicated by the gentleman from California, that the 
applications of the little fellow do not have as prompt, consistent 
attention as do the applications of the large industries that lave rep- 
resentatives here in Washington, and by my line of questioning I do 
net mean to criticize the large concerns that have representatives here 
in Washington. That is entirely proper. 

What lam interested in, on the other hand, is that the little industry 
that does not have a representative here in Washingfon should have its 
application receive this constant, vigilant attention, even though there 
is no one here riding herd on the departments that are responsible. 

I hope that I may, from the answers that you have given to the 
questions propounded by the gentleman from California and the 
questions that I have propounded, say to the small business back in 
Ohio that that is your desire. 

Mr. Woopstwr. Right. 

Mr. MeCuixiocn. In any event you are bending every effort to that 
end whether that has been the experience in the immediate past or 
not ¢ 

Mr. Woopsipe. That is correct. 

Mr. MeCcitiocn. And you will see that that is done, will you, sir? 

Mr. Woopsipe. Yes, sir. 

The Cuaimman. Mr. Woodside, what is the total amount of the 
applications for accelerated amortization filed thus far? 

Mr. Woopsive. The picture changes so rapidly, it is a little difficult 
to keep up with it. 

As of the 25th of June we had received 11,700 applications for 
necessity certificates. 

Mr. Hitirycs. From what period ? 

Mr. Woopsipr. Since the program was initiated. I think the cases 
began to come in early in November of 1950. Our shop was not set 
up until the Ist of December. 

The CuHamman. What do they amount to in dollars and cents? 

Mr. Woopstpr. The tota! amount involved in these applications is 
approximately $22 billion. 

The Cuairman. I think a question will be propounded to you by a 
member of staff subsequently as to the breakdown. 

What is the dollar and cent value of accelerated amortization that 
has been thus far granted, as of today ? 

Mr. Woopsipr. I don’t have it as of today, but again, as of the 25th 
of June. 

The CHarrMan. Yes. 

Mr. Woopsipe. Applications, the dollar value applied for of applica- 
tions which were acted upon, total approximately 714 billion. 

The CuatrmMan. Not only acted upon but favorably acted upon? 

Mr. Woopsipr. Favorably acted upon, approved, 714 billion. 
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The CHamman. Now, in some instances you grant accelerated amor- 
tization, say, within a period of 5 years so that within a period of 5 
years the entire plant will be written off; is that correct 
~ Mr. Woopsipr. That is the rare case. 

The Cuarrman,. Let’s assume the case of 5 vears. So that in each 
year of the 5 years 20 percent depreciation is deducted from the 
amount of taxes: is that correct / 

Mr. Woopsipr. ‘Twenty percent of the investment is deducted for 
tax purposes each year. 

The CuairmMan. For tax purposes. 

Mr. Woo. That is. Mr. Woodside, if facilities are certified for 100- 
percent amort ization 4 

Mr. Woopsipr. Yes. 

The CrareMan. Tam taking as an example—— 

Mr. Srevens. If L might just interrupt, you mean deducted from 
taxes or deducted from depreciation, whic h reduces the income sub- 
jec t to taxation / 

The CuatrmMan, That is right: it reduces the income subject to 
taxation. 

Mr. Woopsipe. That is right. 

The CHarman. The 20 percent of value of property is a sizable 
chunk carved out of the amount of income available for the purposes 
of taxation. There is a considerable saving at that point ? 

Mr. Woopsipr. Yes, sir. 

The CHatrMan. Now take the other plant which has no accelerated 
amortization, and Jet's assume the plant has an effective existence for 
20 years. In that case the owner of it, the individual operating it or 
the corporation operating it, makes a deduction from protits to the 
extent of only 5 percent per annum: is that correct 

Mr. Woopsipe. Yes, sir. 

The CHatrMan. In either event, all things being equal, and if taxes 
remain the same, does the Government lose or gain anything? 

Mr. Woopsipr. Assuming that tax rates remain the same throughout 
the life of the facilities during the 5-year period, there is a deferral 
of taxes, those taxes are made up later on because at the expiration of 
the 5-year period there is no further deduction for depreciation or 
amortization that may be taken for tax purposes, 

However, you may have heard reference made several times to the 
fact that, in effect, vou might regard the certificate as providing the 
holder with a loan—it is not a loan, it is not a loan in any real sense. 

The Cramman. I will say, other things being equal, there is no loss 
or gain to the Government, is that not correct, as between the two? 

Mr. Woopsipe. Except for the interest. 

The Cuairman. In general ¢ 

Mr. Woopsipr. Yes. 

The CHaiman,. In other words, the Government loses nothing nor 
gains nothing, other things being equal, when there is an acce lerated 
amortization. However, there are other factors s, and I want to come 
to them. 

If the taxes, for example, are inczeased, then the applicant is gam- 
bling and he may lose; is that not correct ? 

Mr. Woopsipr. You mean if taxes are increased after the 5-year 
period ¢ ‘ 
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The Cnarmman. Increased after the 5-year period. And if the 
taxes are reduced, then he may gain ¢ 

Mr. Woopsine. Right. 

The CuarrMan. Sothat isa gamble that he takes. 

Mr. Woopsipe. Right. 

The Cuatrman. Now, on the other hand, there are certain advan- 
tages. I would like to come to those. 

What is the practice with reference to renegotiation for excessive 
profits ¢ 

Mr. Woopsipr. My understanding is that the practice during the 
past war was to allow the amount of the amortization as a cost factor 
in the computations for renegotiation. 

The Cuairman. So that is a decided gain, then, to the man who 
gets the accelerated amortization, is it not ¢ 

Mr. Woopsipre. Yes, sir. 

The Cuamman. Because that amount, that 20 percent chunk in the 
case that I gave you, can be deducted from what is counted as being 
excessive profits when his contracts are renegotiated / 

Mr. Woopsipe. That is correct. 

The Cuairman. That isa decided advantage, is it not ? 

Mr. Woopsipre. Yes, sir. 

Mr. Srevens. Is that being done now, or did you say it was being 
done in World War II? 

Mr. Woopsipr. ‘That problem is under discussion. 

The Cuarrman. That is under congressional enactment. That is 
permissible now. 

Mr. Srevens. Isthat your understanding, Mr. Woodside ? 

The Cuarrman. That is right; and that is why you have this huge 
trek of applicants. 

Mr. Srevens. I would like to know if that is Mr. Woodside’s under- 
standing. 

Mr. Woovsipr. The present Renegotiation Act provides that the 
amount allowed under 124 (a) shall be allowed as a cost in renegotia- 
tion. But I understand that there is considerable discussion of that 
philosophy, and I believe it is being studied around the Government 
right now. 

The Citarrman. Now I would like to ask you: Do you think that is 
fair and proper and just ¢ 

Congress acted. I do not know how in the world that crept in, and 
I must have been caught asleep at the switch. I made no comment on 
it. I did not realize it. Of course, we Members of Congress cannot 
know everything. We are ina sort of five-ring circus down here some- 
times, and we have difficulty in knowing what is happening in our 
ownring. But I] would like to get your comment on it. 

Mr. Woopsipr. Let me say first I do not feel myself particularly 
qualified on this renegotiation problem. But there are a couple of 
things which seem to me to be important in relation to the question. 

First, under section 124 of the old statute, the law provided that 
upon the termination of the emergency a man having a necessity cer- 
tificate collapsed his deductions within that period of the emergency 
which had elapsed at the time of its termination. In other words, a 
plant completed late in the war, for example, say in May of 1945, 
before it had made any contribution to the war effort, the Presidential 
proclamation terminating the emergency period under section 124 was, 
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I think, in the latter part of September 1945. Well, under the then 
existing statute, the entire amortization deduction could be taken 
within that year. In other words, the whole deduction could be col- 
lapsed within that portion of the emergency ‘period that had elapsed 
between the completion of the f facility and the termination of the 
emergency. 

Under the present statute those provisions were eliminated. So that 
now, as the law now reads, your amortization deduction must be taken 
over the 60-month period irrespective of the termination of the emer- 
gency. So that there is not the same possibility of the windfall under 
this statute as there was before. 

The CHatrMan. But there is some possibility of some windfall ¢ 

Mr. Woopsipe. There is the possibility of some windfall. 

Now, it would seem to me that in principle the renegotiators should 
be permitted to take the amount of Government assistance by way of 
a tax certificate or any other form of assistance, such as procurement 
contract or a loan, take that into consideration in computing excess 
profits, 

The CuHarmman. Do they do that? You possibly cannot tell. 

Mr. Woopsiwe. Iam not in a position to answer that. 

The CuHamman. Now, is there not a second advantage from this 
acceleration in the sense that when the cost of the artic cle is figured 
and is sold to military authorities, the additional amortization is 
figured as part of the cost? Do I make myself clear in that regard ¢ 

Mr. Woopsipe. Yes, sir. 

Again, it is my understanding that the procurement policy of the 
last war was to permit only normal depreciation as a factor of cost 
in contract pricing. It is my understanding, further, that that is the 
present pr: actice, and I think—— 

The CHamman. Are you sure of that? I understand with refer- 
ence to military purchases and military procurement, that those 
concerns which have the privilege of accelerating amortization can 
charge, say, 20 or 15 percent of their amortization as cost of the 
product, and to that degree the military procurement agencies are 
paying prices for the articles of procurement that are far higher than 
would be paid to those who do not have that advantage of accelerated 
depreciation. 

Mr. Woopsipr. It is my understanding, sir, that the general policy 
is to limit the depreciation allowance to normal depreciation for con 
tract pricing except in those rare cases where you have a real problem. 

The Cruatrman, What is the Defense Production Administration, 
of which you are a part, doing in that regard? Do you insist that the 
military refuse to permit that type of depreciation to be considered 
as cost / 

Mr. Woopsinr. The Defense Production Administration I don't 
believe has control over that, but they have expressed the view that 
only normal depreciation should be allowed in contract pricing, and 
I think that is sy 

The Cuarrman. What does the Munitions Board do, and the various 
military agencies do in that regard, if you know / 

For ex: unple, Secretary Marshall made the statement the other 
day that inflationary costs are saddling upon the Nation about $7 

billion in extra sums. That is a tremendous amount. Now, this cer- 
tainly would add to the inflation, would it not / 
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Mr. Woopsinr. If it were allowed, it would. 

The Cuairman. Is it being allowed ¢ 

Mr. Woopsipe. It is my understanding that it is not, sir. 

The Cuatrman. You are sure about that / 

Mr. Woopstpr. Well, the present regulations provide only for 
normal depreciation as an item of cost. 

The Cuatrman. It is out of your jurisdiction, but I would like to 
know whether you have any knowledge of it. 

Mr. Woonsipr. I Zeannot speak of first-hand knowledge, but in 
discussing the problem with various people around the Government, 
it is my understanding that the present general policy is to allow only 
normal depreciation. 

The Cuatrman. Well, I think you may be in error on that. I hope 
you are not. And I think the subcommittee will have to canvass that 
a bit because it is highly important. 

Now, as I understand it, there may be a third advantage in the sense 
that the person who has a certificate has presently the use of a con- 
siderable amount of capital, that capital being the amount of ac- 
celerated depreciation which they can use presently. Is that not 
correct 4 

Mr. Woopsinr. I am not sure I understand your question. The way 
it would work would be that after the plant had been built by a 
company, the deductions allowed under the certificate would permit 
that company to retain—— 

The CHarmman. And in that sense they have use use of that capital / 

Mr. Woopsipr. Yes, sir, after the plant is built. 

The Cnarman. That is correct. 

Mr. Woopvsipr. Yes. 

The Cuamman. So that is an advantage also / 

Mr. Woopsinr. Yes, sir. 

The CHamrman. Sort of a bird-in-the-hand proposition ¢ 

Mr. Woopstpr. In a sense. 

Mr. Woo. Do you think in the majority of cases they apply that 
money retained to the actual cost of facility construction or to pay 
off any loan they might have made to build the facility / 

Mr. Woopsipr. Well, the funds retained by way of tax savings under 
a certificate are available either for the repayment of debt which 
may have been incurred in connection with the construction of the 
plant or to replace capital which the corporation had employed of its 
own to construct the plant, or to be set aside as a reserve against the 
day when, perhaps, some contingencies not anticipated present dliffi- 
culties in the operation of that plant. 

The Cuairman. Now, when plants are amortized in, say, 5 years— 
let’s assume the cost of a plant 1s amortized in 5 years and then is sold. 
Are the new owners permitted normal depreciation over the remaining 
life of a plant so that in effect you have double depreciation ¢ 

Mr. Woopsipr. The purchaser of a plant would take normal de- 
preciation on his basis, his cost, just as any other purchaser would. 

The CuarrMan. Is not that double depreciation? + 

Mr. Woopstpr. No, sir. 

The Cuamman. Why? 

Mr. Woopsipr. The seller of the plant, if he has sold the plant for 
an amount in excess of the adjusted basis, computed on the basis of 
normal depreciation—in other words, if he has a profit in relation 
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to the value of the plant in terms of normal depreciation, he pays 
a tax on that profit, which is the same as any other income. 

The CHAIRMAN. I am not speaking of tax on the profit. — 
speaking of depreciation on the plant. 1 do not follow you that it is 
not twice depreciated. 

I own a plant and IT have depreciated the entire cost of that plant 
over 5 years. In the sixth year I sell one plant to you. You then 
get depreci iation again for the remaining life of that plant. It may 
be that it has 15 vears left. 

Mr. Woopsipr. Yes. 

The Cuairman. Is not that double depreciation ‘ 

Mr. Woopstpr. Well, it might be regarded as double depreciation 
in a sense from the point of view of the Government. The taxpayer, 
under the statute, is entitled to a deduction for depreciation on the 
basis of his investment. 

The CuarrMan,. Tam not asking these questions, Mr. Woodside, to 
indicate that Lam opposed to accelerated tax amortization. I think 
it is Very essential and encourages people to go into defense work. 

jut I do want to scotch the notion that some people have that there 
isno advantage to it. There are many advantages to it. 

Mr. Woovsine. That is right. 

The Cuamman. And concomitantly there are some losses to the 
Government. 

Mr. Woopsipr. That is right. 

Mr. Srevens. Mr. Chairman ¢ 

The CuainmMan. Yes. 

Mr. Srevens. Mr. Woodside, if you might clear up that specific 
example the chairman gave. If, say, the plant is sold at the end 
of the 5-year period with the accelerated amortization having been 
taken, and assume it is sold at the exact cost at which it was built, 
would it not be true that the difference between ordinary depreciation 
which would, say, be 20 percent, and the 100 percent of accelerated 
umortization—in other words a difference of 80 percent—that the 
seller would pay the tax on that amount at ordinary income rates / 

Mr. Woopsipe. That is correct. 

Mr. Srevens. So he would really lose the benefit of having taken the 
accelerated amortization ? 

Mr. Woopsipr. That is right. 

Mr. Srevens. Is that why you said you did not think there would 
be double depreciation in that situation / 

Mr. Woopsipr. I have a little trouble with the concept of double 
depreciation because the thing that is recovered tax-free in each case 
is the man’s investment in a plant. And if A’s investment has been 
recovered, say, in the course of 20 years through normal depreciation 
and then he sells it to B, and B is able to use that plant for another 10 
years, B is also entitled to depreciation deduction in relation to his 
investment. 

So ina sense I suppose you could say that a plant has had more than 
20 years’ depreciation deduction against it, but there are two different 
investments involved, and in that sense there is no such duplication. 

Mr. Srevens. Put it this way, Mr. Woodside: Is it not true there is 
no more double depreciation with accelerated tax amortization in- 
volved than there would be if there had been no accelerated amorti- 
zation / 
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Mr. Woopsipr. That is right. 

Mr. Hiuiincs. Mr. Woodside, are you familiar with the report 
issued by the House Committee on Expenditures in the Executive De- 
partments recently on this very subject on which you have been speak- 
ing ¢ 

Mr. Woopsipe. Yes, sir. 

Mr. Hives. You testified, did you not, in the hearings by that 
committee on this subject ? 

Mr. Woopsinpe. To « limited extent: ves, sir. 

Mr. Hi.uinés. ores is a sentence in the committee's report, first 
paragraph of page 1, which I would like to read, which has given 
me some difficulty in understanding the reason for it in the committee’s 


finding: 

The &5 billion figure for the first 5 months of the current program is to be 
compared with figure of $7.3 billion for the entire World War I1 certificates.” 

Meaning, of course, that the first 5 months of this particular pro- 
gram some $5 billion has been awarded; that is, contracts involving 35 
billion have been given certificates of amortization, whereas in entire 
World War II, where we had over 10 million men under arms and 
where we were fighting all over the world, a total of $7.3 billion was 
awarded. 

Now, I had the feeling on the previous testimony we had before 
this subcommittee, and upon testimony before other congressional 
committees, that in this particular national defense program with 
which we are now faced, our country economically is in a much better 
position than it was prior to World War IL because we can draw on 
many of the lessons we learned during World War Il. And it seems 
to me that apparently a number of ‘things are happening. Either 
we are not making use of what we learned and are not making use of 

facilities developed during World War IT in this particular de- 
tense program, or certainly there must have been a very flagrant 
warding of certificates of necessity to bring this figure to what would 
-eem to bea very serious unbalance. 

Could vou comment on that point ¢ 

Mr. Woopsinr. I would be very glad to. 

During World War II it is true that approximately 7.3 billion, 
I think it was, plant facilities were certified under necessity certi- 
ficate =. At the same time that occurred, the Government was build- 
¢ plants to the tune of something like $14 billion. In addition to 
hich, there was P airly widespread use of emergency plant facility 
contracts, under whi ride industry built plants and then was reimbursed 
over a period of time by payments by the Government. 

So that when you talk about plant expansion, it is a little mislead- 
ng. I think, to speak of the 7 billion that were certified under section 
124 without referring to the almost double that amount which was 
built by direct Government construction. 

Now this time section 124 (a) is the principal means by which 
the Government can afford an incentive to industry to go forward on 
its own responsibility and construct plants. There has been no 
(rovernment construction to speak of. So far as I know there has 
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been a limited, if any, use of the emergency plant facility contracts. 
This expansion is going forward with and by private industry sup- 
plying the capital. 

And also the 7 billion, five, which we now have certified, in terms 
of the equivalent dollars in 1940 to 1941, I would guess is probably 
about half as much as that. In other words, I think it would be a 
little fairer to compare one-half of this figure in terms of actual ex- 
pansion with the 7.3 billion of prior effort. 

Mr. Hitiines. Then you would say that the inflation and the fact 
that the Government has not so far constructed a number of plants 
itself in this national defense program is responsible for that very 
wide discrepancy in the two figures I mentioned ¢ 

Mr. Woopsipe. Yes, sir. I would further say that if the Govern- 
ment can secure the plant expansion which it would like to have in 
the interest of the defense effort by means of tax amortization in- 
centive alone, in my judgment it is the cheapest way you can get It. 

Mr. Huuines. You think it is much better than having Govern- 
ment-built plants ? 

Mr. Woopsipr. There is no question in my mind. 

Mr. Hizrnes. Is it not true that at the outset of this program last 
fall certificates of necessity were awarded almost for the asking! In 
other words, you have figures that might bear out the feeling that 
most of the applications for certificates of necessity were approved 
in the first month or so of the program. 

Mr. Woopsipr. I am very happy to have the opportunity to state 
that that impression is completely erroneous. 

I have been with this operation since the Ist of December, and I 
would like, to the extent that I can, to dispel this idea that certificates 
were issued in the early days of this thing without any study or with- 
out any consideration, and on a first-come first-served basis. ‘That just 
is not so so far as our shop is concerned. 

It is true that early in December we issued certificates for a number 
of steel companies, and if you will examine that list you will discover 
that those certificates were issued to companies of all sizes in the steel 
industry, exclusive of the two biggest ones. In other words, Bethle- 
hem and United States Steel were not in that original list. 

The reason why the steel industry was selected first for action, 
and the reason why action may seem to have been a little rapid is 
because there was no doubt in anyone’s mind that an expansion of 
the steel industry was vital and there was no question in anybody’s 
mind but what that should be the first thing started on the general 
proposition that there is nothing more vital either to a defense effort 
or to the economy than increased steel production. So that is the 
reason why we moved forward and moved forward rapidly on steel. 

Mr. Goupstern, May I interrupt at this point / 

Mr. Woopsipr. Yes. 

Mr. Gotosters. On March 19, 1951, Mr. Manly Fleischmann testi- 

fied before the Joint Committee on Defense Production, at page 241, 
and said as follows: # 
Now, as to why the big ones generally have it instead of the small ones, that 
is purely due to one single factor. The big companies, due to the great advan- 
tages of engineering and know-how that they have or, as far as time was con- 
ee 
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cerned, the first ones to come in to apply for amortization, It was obviously in 
the interest of the war effort, if you were going to use the amortization statute 
this way, to go ahead and process these as they came in— 

which reflects on the question whether or not it was on a first-come, 
first-served basis. 

Now, is Mr. Fleischmann’s statement an accurate representation of 
what has happened in the granting of tax amortixation certificates? 

Mr. Woopsipr. I can only speak for the certifying authority. 

Mr. Gorpsrern. It is true, sir, is it not, that NPA by and large 

handles the bulk, at least in the initial processing, of the tax amortiza- 
tion certificates? In other words, the certificates that go through 
DMA, DEPA, PAD, and so forth, are, for the most part, the smallest 
group? 
Mr. Woopsipr. About 70 percent of the certificates, I think, have 
me to NPA and the rest of them 
Mr. Gortpstrein. And the steel certificates to which you referred 
would go through NPA, would they not? 

Mr. Woopsipe. That is right. 

Mr. Goupsrrern. So that Mr. Fleischmann’s statement, if it means 
anvthing, relates at least to 70 percent of the program, which is, you 
will agree, a large part of it? 

Mr. Woopsinr, It is certainly a large part of it. 

Mr. Gotpstrein. Now, do you agree with the statement that the 
certificates were granted because the big companies were the first ones 
to come in? 

Mr. Woopsipe. No, sir. 

Mr. Gonpsreix. So that vou would say Mr. Fleischmann’s testimony 
does not reflect the facts? 

Mr. Woopsinr. It does not reflect the facts so far as I know them. 

Mr. Goupstrin. All right, sir. Thank you. 

Mr. Hinuines. Had you completed your response to the question 
we put a minute ago, or did you have something additional ? 

Mr. Woopstpr. I merely wanted to indicate that there is no industry, 
in my judgment, which is more vital to the defense effort than the 
steel industry. That is the reason why the steel industry was selected 
for the first actions. 

At the time we acted in December we had before us, I think, some- 
thing like 50 or 51 applications by steel companies, and we attempted 
to deal with that steel problem, as we had it then, fairly quickly. 

Companies were in with applications which related to expansion 
programs that we wanted to go forward and they wanted to go for- 
ward, and they were reluctant to enter into contracts, place orders 
for materials, to begin construction until they knew how this thing 
was going to be administered. 

Mr. Gotpste1xn. Mr. Woodside, let’s see if we can set the stage and 
clarify the record a bit on this question of whether or not it has been 
first come, first served. 

Mr. Hituines. Before you leave that, I have one final question on 
this point of awarding these certificates in rather large numbers in the 
arly stages. 

At the time your program got under way—that was in November; 
is that correct ? 

Mr. Woopstnr. The first eight cases were certified in November to 
the Jones & Laughlin Steel Co. 
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Mr. Hituines. It was in the month of November that the Chinese 
Communists crossed the Yalu River and entered the Korean War; 
is that correct ¢ 

Mr. Woovsipr. Yes. 

Mr. Huuines. Did that fact, do you think, have much to do with 
your desire to speed this thing up, as you have indicated in your pre- 
vious answers ‘ 

Mr. Woopsipr. There was a real sense of urgency in November and 
December and January insofar as this program is concerned, and both 
General Harrison and Mr. Symington believed that it was to the best 
interest of the country that this thing go forward just as quickly as 
it could be done, having in mind doing it as best you could. 

Mr. Hiviines. That ts all. 

Mr. Goipstrrin. Are you acquainted with the President’s Executive 
Order 10172, which appeared in the Federal Register for Tuesday, 
October 17, 19504 ~ 

Mr. Woopstnr. Yes, sir. 

Mr. Goupsrein. Is it correct that that Executive order required— 
and it is directed to the Chairman of the National Security Resources 
Board, which at that time handled tax amortization—required that 
there be developed necessary planning programs for the expansion of 
capacity ¢ 

Mr. Woopsipr. Yes, sir. 

Mr. GotpstTern. So that is a Presidential directive ordering that 
there be programing in the handling of tax amortization certificates ‘ 

Mr. Woopsipe. Right. 

Mr. Goupsrern. Now, sir, we had testimony before this subcommit- 
tee on June 11, 1951, from Mr. H. Graham Morison, the Assistant 
Attorney General in charge of the Antitrust Division. At that time 
he stated that there is a general lack of planning in the tax-amortiza- 
tion program, and that unless there is an over-all planning program to 
inventory facilities necessary to the defense effort, the tax-amortiza- 
tion program will fail to accomplish its purpose. 

Do you agree that there is no program, as Mr. Morison states it ¢ 

Mr. Woopsine. No, sir. 

Mr. Goipsrern. In other words, there is to your understanding a 
program now in effect, and which has been in effect, for the handling 
of tax amortization certificates 

Mr. Woopstpr. It has been our effort to handle the whole problem 
on a program basis to the extent that that was feasible from the 
beginning. 

Let me say this in that regard: In the early part of December and 
latter part of November, last year, I do not believe a firm steel pro- 
gram had been evolved in the sense that you had then decided that 
you wanted 121,000,000 ingot tons or 118,000,000 ingot tons, or a 
specified figure. But the Council of Economic Advisers had called 
for an increase, as I remember, of 20,000,000 ingot tons. It was 
known that a substantial expansion in the steel industry was re- 
quired and was desirable. 

It was also, as I recall, the position of the industry at about that 
time that, I think, 3,000,000 ingot tons was all that was needed 
additional. 

_ We felt, I think we knew, that a steel program as it was finally 
jelled, would call for a very substantial increase in ingot capacity. 
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As far as I know, there was no precise documented program available 
in the early part of December. 

Mr. Goupstern. Are there presently committees and groups work- 
ing on programs for other industries ¢ 

Mr. Woopstpr. Yes, sir. 

Mr. Goupsrern. Besides steel / 

Mr.. Woopsipe. Yes, sir. 

Mr. Goupsterx. And where are those committees and groups lo- 
cated ¢ 

Mr. Woopsinr. Those committees are in the—well, the industry 
sections of the various delegate agencies have the prime responsibility. 
There are committees meeting all the time with industry. DPA has 
its programing and requirements section. A substantial amount of 
that work had been done by the National Security Resources Board 
while it was still in the picture. 

The claimant agencies have announced their goals, which have in 
many instances been concurred in by Mr. Wilson’s office. For ex- 
ample, I think the 300,000-freight-car program which was announced 
back in November is still the program. We still haven't hit the target. 

Mr. Gotpstein. Is the Munitions Board functioning with you in 
regard to this programing ¢ 

Mr. Woopsipr. Yes, sir. 

Mr. Gotpste1x. Do you understand that they have an over-all re- 
sponsibility for programing in terms of procurement that ties in with 
your plant expansion / 

Mr. Woopsipe. Yes, sir. 

Mr. Gotpstrin. And you are working directly with them and with 
the military officials ¢ 

Mr. Woopstpr. The Program and Requirement Section of DPA is, 
and the various divisions of the delegate agencies are working with 
the Munitions Board. 

Mr. Gotpsreixn. Now, Mr. Morison also testified before this sub- 
committee that it was his understanding that the certificates have 
been granted on a first-come first-served basis, that that policy has re- 
sulted in the certification of facilities for larger, more efficient groups 
to the detriment of their smaller competitors. 

Do you believe that to be a fair and accurate statement / 

Mr. Woovsipr. As a generalization, sir, 1 don’t think that is quite 
accurate. 

Mr. Govpsrr1n. In other words, you believe that there has been no 
harm done to the smaller competitors on the basis of the present pro- 
gram evolved for the handling of tax amortization certificates? 

Mr. Woopsipre. I wouldn’t say that there has been no harm done 
because I am not in a position to determine that. But I can say to you 
that as we have certified the cases in the various categories, the cer- 
tifications have cut across the industries so that both the smaller and 
the medium and the larger companies within those industries are 
receiving certificates at about the same time. 

Now, I wouldn't want to say to you, sir, that the relative position of 
each company is being maintained. I don’t know of any way you 
could determine that. But to the extent that it is possible for us to 
do so, I think you will discover, if you look at the list of cases cer- 
tified, that the various segments of the industry are getting a fair 
shake on the thing as near as is possible for us to do it. 
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Mr. Goupsrerx. We will go into the record a little more definitely 
later on with Mr. Woog, but I would like to point this out and ask 
your comment: On December 7, 1950, the Attorney General submitted 
a report to the President on the functioning of our mobilization pro- 
gram. Are you acquainted with that report of the Attorney General 

Mr. Woopsipr. I have read it. Iam not sure I can identify it. 

Mr. Gotpsrrin. Now at page 21 there is the following statement: 

To meet this problem— 
that is, the expansion of integrated facilities to the detriment of small 
competitors— 
it may be necessary in certain situations for the certifying agency to determine 
on an over-all basis the expansion plans of an entire industry before permitting 
the dominant producer, especially one who is an adjudged monopolist to expand 

Do you remember that statement ? 

Mr. Woopsipr. Yes. 

Mr. Goupstern. Do you know whether DPA has acted in accord- 
ance with that particular view expressed by the Attorney General ? 

Mr. Woopsipr. As a general proposition, yes, sir; and I can give 
you illustrations of how it worked. 

Mr. Goupstrein. I think it would be helpful if we did have one 
example, if you care to give it to us. 

Mr. Woopsipe. In some of the chemical fields, for example 

The Crairman. What did you say ¢ 

Mr. Woopsipr. In some of the chemicals, the chemical field, we have 
not certified any case until we have had an opportunity to consider 
the present capacity as best you could judge it, the requirements, 
including the military and the civilian, apply that against the appli- 
cations before you and those anticipated. And I think it is correct to 
say that with one or two exceptions there has been no area in which 
we have certified in which there were applications for capacity in 
excess of that required. And by holding off certification until you 
had the whole picture before you, you did as best vou could to see that 
the expansion was going out to the industry across the board. 

Now, it is true that in some areas the productive capacity of this 
country is pretty well concentrated in the hands of one or two or three 
companies, and in that situation you sometimes have no alternative. 

Mr. Goupstrein. Even when you are expanding. In other words, 
you expand the bigger because there is no other alternative ¢ 

Mr. Woovsipne. Yes, sir. 

The CHamman. You have before you, I think, a tabulation of 
certificates of necessity. 

Mr. Woopsipr. May I say in connection with that last statement I 
just made that we keep in touch with the Attorney General on those 
cases. 

The CHarrman. You have before you—have you not—the tabula- 
tion of certificates of necessity issued through May 25, 19514 

Mr. Woopsipr. I don’t know whether I have that or not. I don’t 
believe I do; no, sir. 

The CHatmman. NPA gave it to us. I notice, on this tabulation of 
certificates of necessity issued, you have it right there, now—turn to 
page 2. You mentioned chemicals. 

Mr. Woopstpe. Yes. 

The Cuairman. At the bottom of page 2. 

Mr. Woopsipre. Yes. 
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The Cnatrman. Do you take the stand that any outfit that has under 
500 employees is a small business ? 

Mr. Woopsipe. I would not want to subscribe to that, Mr. Celler. 
That 500-employee test seems to me to be a little unrealistic in certain 
areas. 

The Cuatrman. Apparently this is submitted by NPA. It says, 
“Defense Production Administration, Department of Commerce, 
Bureau of the Census: Tabulation of Certificates of Necessity Issued 
Through May 25, 1951, DPA Product Group by Firm Size. » Let's 
take that whether you say small business is 500 or less employees or 
not. Let’s take what they gave us here. 

On page 2, chemical products, except synthetic rubber, I notice the 
numbers of small-business men or outfits that received certificates of 
necessity is only one. 

Mr. Goupsrein. Sixteen. 

The CHairMan. Sixteen, rather. Sixteen, whereas 51 certificates 
were issued to those above 500, 

Now on chemical products, except synthetic rubber, continued, you 
have 70 issued to those with 2.500 employees and over. So, out of a 
total of 117 certificates issued, there were only 16 issued to small busi- 
ness and 101 were issued to large business. 

Mr. Woopsiwr. Using that break as a test, ves, sir. But let me say, 
if I may—the bulk of the certifications to date have related to heavy 
industry; in other words, steel, petroleum, transportation, chemicals, 
aluminum, some of your military products. 

We have concentrated on the heavy industry because of the obvious 
necessity for having you basics expanded to support the over-all effort. 
And in dealing with basic industries there is just not the same partici- 
pation, either, historically or now, and I think wend in the future 
not the same participation by the so-called little business as you will 
find in other areas. But withing those fields of heavy industry I think 
you will find that the certifie: ates have been issued to the various-sized 
companies within those groups, regardless of whether they fit this 
500-employee test or not. 

But, in terms of relative size within those groups in the heavy-indus 
try categories—I don’t think I have the statistics to prove it, but it is 
my impression from the feel of the thing as it goes along that the 
relatively smaller companies are getting a pretty good bre: tk. 

The Cuarrman. As I run through this list, it would appear that 
the preponderant bulk of these certificates were issued to large busi- 
ness entities, and the conclusion seems inevitable that any mobiliza- 
tion effort tends to increase concentration of economic power; that the 
large outfits grow larger to the disadvantage of the smaller groups. 

That is why this subcommittee is set up to watch this situation, and 
that is why we must with maximum emphasis urge upon departments 
like the Defense Production Administration to be alert to this situa- 
tion and give the breaks, if they can, to small business, and to try to 
hold down as much as possible this effect in the successful prosecution 
of war and mobilization and thus help small business rather than 
hinder it. 

Mr. Woonsipr. I subscribe to that, sir. 

Mr. Gotpsre1n. In line with your general testimony that you have 
been forced, in a sense, due to the fact that the major industries 
already have large corporations which do have the large plant facili- 
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ties, and because you must depend on them in your expansion program, 
are you not saying then that you have no way of getting new people 
in or expanding the smaller people through tax amortization because 
of your dependence on the large ones? 

Mr. Woopsipr. Well, in heavy industry there is no question but what 
it is an extremely difficult job to attempt to secure newcomers in the 
field. 

A good illustration of that, I think, is in the aluminum situation 
where efforts have been under way for some time to get to new pro- 
ducers. 

Mr. Goutpstrin. Would that be consistent with your view then that 
there should not be any programing for building war plantsé In 
other words, by retaining present facilities and expanding such further 
through your tax-amortization program, are you not precluding any 
chance of coming into being a war plant program which you, yourself, 
have opposed before this subcommittee in your earlier testimony ¢ 

Mr. Woopsipr. No; I don’t think we preclude it. As a matter of 
fact, Defense Production Administration has requested the authority 
in the amendments to the Defense Production Act for Government 
construction where that is necessary. 

Mr. Bryson. You would resort to that only as a last resort ¢ 

Mr. Woopsipr. I think that is the purpose ; yes, sir. 

Mr. McCutzocn. It might as well be recognized, if that is resorted 
to, that will inevitably result in either Government operation or a sub- 
sidy to the firm or corporation or organization that ultimately acquires 
if. 

Mr. Woopsipe. That is right. 

Mr. McCutiocn, As a matter of fact, we had that experience as a 
result of World War IL; did we not? 

Mr. Woopsipe. Yes. 

Mr. McCutrocn. At the end of the war the facilities that were built 
by the Government, in many instances, were disposed of at less than 
10 cents on the dollar. 

Mr. Woopsipre. Yes, sir. 

Mr. McCuniocn. And there was much criticism of the Government 
by reason of that fact: was there not ¢ 
Mr. Woopsipr. It is my understanding there was; yes, sir. 

Mr. McCutsocn. Is it your opinion that we do not wish to again 
‘t into that position unless all ether avenues of approach are blocked ¢ 
Mr. Woopsipr. That is my belief; yes, sir. 

Mr. McCutxocu. That is my philosophy too. 

Mr. Bryson. In which I concur. 

The Carman. I believe we all concur in that. 

In going over some of these companies that receive these certifi- 
cates—for “example, you mention aluminum, The Aluminum Co. of 
America has been declared eligible to receive amortization of some 
91 million dollars. Some of the other large outfits, to give you one 
or two of them—I do not know whether they have received more than 
that. The date I have is May 25. Have they received anything since 
May 25, the Aluminum Co. of America ¢ 

Mr. Woopsiwe. I don’t think so. There is a new set of applications 
in by some of the-— 

The Cuatrman. What is the total for the Aluminum Co. of Amer- 
ica? We have had the Aluminum Co. of America representative be- 
ore us and—— 
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Mr. Woopsinr. I don’t remember the figure, but I will be very glad 
to get it for you. 

Mr. Bryson. As I understand it, some $22 billion in tax amortiza- 
tions have been requested. In round numbers, about 7 billion, or one 
in three has been granted. 

Mr. Woopsipr. Yes, sir. 

The Cuarrman. Do you want to give me those figures! Can you 
give me those figures, roughly? What is the amount granted to the 
Aluminum Co. of America, for example ¢ 

Mr. Woopstipr. I will have to get them for you.” 

The CuarrmMan. I beg your pardon. 

Mr. Woopsinr. I will have to get them for you. I do not remember 
them. 

Mr. Goupsrern. Returning once again to the question of the Attor- 
ney General's point of view as expressed in his December 7 report, are 
you aware that on April 30, 1951, he issued a similar report in line with 
his duties under the Defense Production Act, in which, at page 4, 
he again reiterated the need for over-all planning and restated that 
there was a lack of planning? Do you think that accurately reflects 
the situation between December 7 and April 50, 1951, so far as tax 
amortization is concerned ¢ 

Mr. Woopstpe. It is very hard to generalize on that subject. We 
have endeavored to relate the cases certified in the interval to programs. 

Now, from the very nature of the problem, it is very difficult in many 
areas to get accurate estimates. It is hard to get estimates of require- 
ments from the military and elsewhere. To the extent that we have 
been able to get them, we have fitted our certifications within those 
programs. 

Mr. Goipsrrin. Well, have you also surveyed industry capacity / 

Mr. Woopsipr. Yes, sir. 

Mr. Goupsretn. So that you know where each corporation in a par 
ticular industry stands, you know its potential capacity 

Mr. Woopsipr. That is right; the industry divisions do that all 
the time. 

Mr. Goipsrern. In granting the certificates, do you give any thought 
at all to the impact of the certificates on any possible future prob- 
lems of competition within an industry 4 

Mr. Woopsipe. To the extent that you can give some consideration 
to anything as intangible as that, we try to. 

The Cuarman. What did you say ¢ 

Mr. Woopsipr. To the extent that you can give consideration to 
anything as intangible as that, we attempt to. As a matter of fact, 
I think you will find that the percentage certifications to the smaller 
companies has tended to run a little higher than the general average. 
And in some areas where we had small participants in the expansion 
program, where they obviously needed financial assistance, we have 
increased the percentage certification to be of the maximum aid to 
them financially. 

It is a difficult thing to do, and it is a subject that is dangerous to 
generalize about, but we have been conscious of the need for giving 
the smaller company a little extra assistance under the certificate or 


* See exhibit No. 67A, letter of July 12, 1951, infra, p. 621. 











STUDY OF MONOPOLY POWER 619 


by means of a loan. As a matter of fact, all of the loans we have 
made under 302 of the Defense Production Act have been to little 
business. 

The Cu. amMAN. That is natural. The big companies do not need it. 
They have a plentiful reservoir upon which they can draw for financial 
support. T hat is quite obvious. 

Mr. Goupsrern. How many such loans have you made under 

Mr. Woopsipe. I think we made 39. 

Mr. GOLpsTELN, 359 4 

The Cuairman. Isthat all? 

Mr. Woopsipe. ‘Totaling some $60,000,000, 

The Cnainman. That is a piddling amount when you consider the 
vast sums. 

Mr. Woopsipr. That is right. 

The Cuaimman. It means practically nothing. So that that effort 
to help small business or put a crutch under it is almost abortive. 

Mr. McCuivocn. I think it is important when we are talking about 
that figure also to have the total figure representing applications by 
small business. 

Mr. Bryson. That is what I was going toask. Ilave you taken care 
of most of the requests ¢ 

Mr. Woopsipe. I cannot answer that because the applications for 
loans are filed not with us but with the various agencies of the Govern- 
ment. They come to us only when they are recommended for loan 
approval. However, I think we can assemble for you some figures on 
applications received, and L will be glad to supply them to you. 

Mr. MeCuniocu. think that would be helpful. 

The Cuamrman, I think Mr. MeCulloch’s suggestion is a good one. 

You might tell us why, if you know or can find out, they were denied. 
or some of them were denied. 

Mr. Woopsipr. All right, sir. 

Mr. Bryson. I suppose anyone expecting favorable action h: ns to 
qualify. The mere fact the business is little would not entitle them 
toa loan? 

Mr. Woopstpe. That is correct. 

Mr. GoupsTein. Now, sir, have you considered thie probab le effect 
pon competition when the maximum desirable eXpansion In a par- 

ticular industry has been achieved, where possibly the major ity of 
certificates have gone to the larger groups in that industry 

Mr. Woopsipr. Lam sorry; I didn’t get the intent of your question. 

Mr. Gotpstern. As I understand, you try to gage what the pos- 
sible or desirable maximum expansion for a particular industry must 
be, 

Mr. Woopsipr. Right. 

Mr. Goitpsteis. Then within that framework you grant certificates 
of necessity. Now, do you consider what the end will be when vou 
have granted the full expansion and have not necessarily included 
all the smaller segments of the industry in view of your reliance on 
the larger ones? 

Mr. Woopsipe. We have not been faced with that problem to any 
considerable extent yet. It will become increasingly important to us 
as We proceed, 
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In other words, as we move forward, I think it is reasonable to 
anticipate that we will find more frequently situations in which total 
applications be ore us exceed the estimated requirements for the de- 
fense effort. And, frankly, that is a most difficult problem. It is one 
that requires a great deal of care in working out. We have been en- 
gaged in studying that in relation to a couple of industries and we 
have in general not moved forward with any of them until we have 
been able to come to what we think is a fair and equitable conclusion. 

As a matter of fact, there have been a couple of areas here recently 
where we have held up certification pending a study of that problem. 

Mr. Goupstern. Well, sir, now just passing on to a little different 
phase of the problem. Are you acquainted with DPA Release No. 
54, released for morning papers June 4, 1951, which in essence sets 
forth “As of June 15 no new tax certificates will be considered until 
the backlog has been cleared up”? 

Mr. Woopstpr. Yes, sir. 

Mr. Gotpsrern. Mr. Chairman, I would like to have this press 
release from the DPA accepted for the reeord. 

The Cyatrman. All right.“ 

I want to ask you this question, Mr. Woodside, and I do not know 
whether the question is appropriate or not, but nevertheless if you 

can give me your reaction | would like to have it personally. 

For example, I notice that between the period of October 30, 1950, 
and April 13, 1951, according to data suppled the subcommittee by the 
Legislative Reference Service of the Libr ary of Congress, the Inter- 
national Paper Co. was granted eligibility for accelerated tax amorti- 
zation tothe sum of almost $56 million. 

The International Paper Co. hi as been a repeated offender and has 
heen defendant in a number of antitrust suits. Recently this sub- 
committee had occasion to investigate newsprint and it suggested to 
the Attorney General he might examine the facts and information 
developed before this subcommittee which might indicate the Inter- 
national Paper Co. was again in violation of the antitrust laws. 

Should that fact be taken into consideration when these applica 
tions for accelerated tax exemptions are applied for? 

Mr. Woopstpe. I think it should, sir, and I think it has been in 
many cases, 

The CHairmMan. Was it taken into consideration in the case of the 
International Paper Co? 

Mr. Woopstpr. I am not prepared to answer that. I don’t know 
whether that case was referred to the Attorney General or not. 

The CHatrrman. What do you mean “referred to the Attorney 
General”? 

Mr. Woonstpr. We have from the beginning of this operation made 
wvailable our records to both the Federal Trade Commission and 
the Department of Justice. We have consulted with the Department 
of Justice frequently on these cases. In some instances we have in- 
quired of them in advance of certification as to whether they had any 
objection to certification. In some instances, they have asked us to 
hold up certification; in other cases they have not expressed them- 
selves, one way or the other, as to whether or not they felt we should 
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hold up certification, but they expressed an interest in the facts and 
reserved the right, so to speak, to raise any question in the future. 

Now we advise with the Department of Justice frequently. 

The Cuairman. Can you give us a complete report with reference 
to your conference with the. Attorney General on this matter, and, 
if possible, the names of those companies that the Attorney General 
felt should not receive these benefits; and also, the opinions the 
Attorney General expressed after you made the request where the 
Attorney General said that they might be granted; and also, indicate 
in that statement you are going to submit to us why you asked the 
Attorney General, what led 3 you ‘tom: aking the request of the Attorney 
General as to whether or not he had any objections or views as to 
the granting or withholding of such application 4 

Mr. Woopsipe. All right, sir.” 

Mr. Goupstern. Mr. Chairman, may I request—— 

The Cnairman. In that connection, going over this list again, I 
notice Dow Chemical Corp., which I think was involved in antitrust 
legislation, received over $80 million of tax amortization. 

Mr. Bryson. You don’t mean antitrust legislation, you meant anti- 
trust litigation. 

The Cuamrman. I will accept that correction. And there are quite 
a number of others. 

There is Bethlehem Steel, over $237 million; United States Stee} 
Corp., $441 million. Those companies were involved in antitrust liti- 
gation, and there are quite a number on the list that we have been sup- 
plied with. So it might be very illuminating to get that information. 

Mr. Goupsrein. Mr. Chairman, may I request that also in Wood 
side’s statement there be included those cases where the Attorney 
General refused to comment one way or another é 

The Cuairman. Yes. 

Mr. Bryson. Let’s get it into groups—to whom certificates were not 
granted upon the recommendation of the Department of Justice. You 
understand the several groups ? 

Mr. Woopsipe. Yes, sir. 

(The material heretofore requested follows :) 


Exuipir No, 67-A 


DEFENSE PRODUCTION ADMINISTRATION 
Washington 25, July 12, 195 i. 
Hon. EMANUEL CELLER, 
Chairman, Special Subcommittee on the Study of Monopoly Power 
of the Committee on the Judiciary, 
House of Representatives, Washington 25, D.C. 

Dear Mr. Ceiter: During my appearance before your committee on June 
28 and 29, you requested certain information which I promised to secure for you 
According to my notes, I was to supply the following for the information of the 
comlittee : 

1, Total amount of facilities expansion by the Aluminum Co. of America certi 
fied to date under section 124A. 

Certificates have been issued to this company for facilities estimated to have 
a total cost of $202,065,000, Of this amount one application related to facilities 
for the production of alumina to cost $54,000,000, Seven applications related 
to facilities for the production of primary aluminum estimated to cost $144,546, 
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000 and three anplications related to facilities for the production of extrusions 
and forgings estimated to cost $3,519,000, 

As of June 2s this company had filed four other applications upon which action 
had not been taken for the following—alumina, $4,970,000 and aluminum, 82, 
HOT 00, 

Certificates have been issued to Reynolds for facilities estimated to cost 
$92,510,000 (bauxite and primary aluminum), Kaiser for facilities estimated to 
cost $93,182,000 (alumina and primary aluminum) and to Harvey for facilities 
estimated to cost $35,000,000 (primary aluminum ). 

2. Information concerning applications for loans under section 302 of the 
Defense Production Act filed by small-business concerns and the number of such 
applications which have been denied and the reasons for denial. 

Under established procedures applications for loans under section 502 are 
filed directly with the delegate agencies. The delegate agencies and the RFC 
review these applications and refer them to the Defense Production Adminis- 
tration only in the event a loan is recommended. If a delegate agency is of the 
opinion that a loan should be denied, the denial issues from that agency and 
the application is not referred to this office. 

We have communicated with the various agencies for the purpose of securing 
the data requested and the enclosed tabulation summarizes the information 
secured. If you wish detailed information concerning the actions taken by one 
or more agencies or information concerning specific cases, we will undertake 
to secure it for you. 

3. Information was requested as to our procedures in the light of the report 
of the Attorney General of December 7, 1950, to the President, under section 708 
(e) of the Defense Production Act. 

This tirst report of the Attorney General was dated December 7, 1950. At 
that time a very limited number of applications for necessity certificates had 
been processed and none of them involved a “dominant producer.” The report 
states at page 20 as follows: 

“A serious problem in connection with the tax amortization program is that 
it is administered on a ‘first come, first served’ basis. If the dominant company 
in an industry files an application for a certificate, the expansion involved may 
be sufficient to satisfy the requirements of military necessity. In such a situa 
tion a smaller producer who thereafter files an application might be turned 
down because the military requirements were being met through the increased 
capacity of the dominant producer. <A corollary to this is that the increased 
capacity of the dominant producer would probably give him additional military 
orders. To meet this probiem it may be necessary in certain situations for the 
certifying agency to determine on an over-all basis the expansion plans for an 
entire industry before permitting the dominant producer, especially one who is 
an adjudged monopolist, to expand.” 

We agree with the principle that the expansion plans of an industry on an 
over-all basis should be determined in advance of any certification of substantial 
additional capacity in that industry unless it is clear that estimated requirements 
are so large as to make it appear that certification of some expansion prior to 
the assembly of complete data would not prejudice other producers. The Defense 
Production Administration and the delegate agencies have been proceeding in 
accordance with this principle to the extent that it has been practicable to do 
so. There are, of course, a few areas in which it has not always been possible 
to secure all the data which would be desirable as a basis for action and we have 
had to proceed in some instances on the basis of the best estimates available 
at the time. | know of no instance in which a dominant producer in an industry 
has had facilities certified in a situation where applications of smaller competent 
producers for facilities of the same type were denied. 

In the relatively few instances in which it has appeared that the applications 
for expansion exceeded or would exceed estimated requirements, we have with- 
held certification until a careful survey of the entire problem could be made, 
having in mind that some equitable apportionment or selection might be neces 
sary. The problem of selection or apportionment has not yet been serious 
although it may be expected that it will be presented with increasing frequency 
as the expansion program proceeds. 

Until mid-April representatives of the Justice Department spent considerable 
time in our office checking our files not only as to appiications received but also 
as to actious taken by the certifying authority. These representatives received 
the complete cooperation of my staff, including one of my key personnel who 
was formerly a member of the Antitrust Division of the Department of Justice. 
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Since that time we have had lists of the applications and records of the actions 
of the certifying authority prepared for us periodically by the Bureau of Census 
and copies of these have been furnished to the Department of Justice in regular 
course. 

In addition to keeping the Department advised of the flow of applications for 
further expansion, we have from time to time discussed specific cases. Although 
| do not have a complete list of such cases from our own records or from the 
files of the delegate agencies, ceriain cases in which I personally was concerned 
may be mentioned, 

At the time the first applications of the Bethlehem Steel Co. were being 
processed I received a telephone request from the Department of Justice to 
withhold any action on these applications until we received further word from 
the Department. Pursuant to that request we took no action until some days 
ater When we were advised by the Department, again by telephone, that we 

ight proceed with the Bethlehem cases and that their original request had been 
withdrawn. 

At present we are discussing with the Department a number of applications 

ed by General Motors Corp. In the past, we have discussed other cases with 
the Department, including cases filed by the Owens-Corning Fiberglass Corp., 
Quaker Oats Co, and the New England Steel Development Co, 

In no case in which the Department has indicated an interest have we pro- 
ceeded until an expression of the Department's views had been received or until 
the Department had had an opportunity to indicate that it had no present interest 
and in ne case other than the Bethlehem cases, to my knowledge, has the Depart- 
ment of Justice requested that we withhold action, and in that instance, as was 
mentioned above, we complied with that request. We propose to continue to 
keep the Department of Justice advised of the cases before us and the actions 
taken from time to time, and to make inquiries concerning specific Cases when 
that course seems indicated. 

If you wish any further information concerning the tax amortization program, 
please do not hestitate to call upon us. 

Very truly yours, 
Byron D. Woopsipe, 
Director, Defense Expansion Division. 
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Exursir 67—C 


DEFENSE PRODUCTION ADMINISTRATION, 
Washington, August 10, 1951. 
Hon. EMANUEL CELLER, 
House of Representatives, 
Washington, D. C. 

Dear Mr. Cecier: I have your letter of July 20 stating that the Subcommittee 
on Study of Monopoly Power of the Committee on the Judiciary of the House 
of Representatives is desirous of obtaining additional information regarding the 
methods of consultation between the Attorney General and the Defense Produc- 
tion Administration with respect to the issuance of certificates of necessity to 
corporations Which in the past have been involved in antitrust litigation or have 
allegedly violated the antitrust laws. 

Specifically, the subcommittee asks that I furnish a complete report setting 
forth the details of such liaison by providing answers to the following ques- 
tions, which answers will be inserted in the record: 

1. Question. Was there at any time prior or subsequent to the Attorney 
General's report of December 7, 1950, any conference between officials of the 
Department of Justice and your organization in which was discussed the generat 
policy to be followed in granting accelerated tax-amortization certificates to 
corporations against whom antitrust proceedings had at any time been insti- 
tuted? 

Answer. Yes, both as to tax-amortization policy as appears in the regulations 
and as to procedures. The proposed tax-amortization regulations and applica- 
tion forms were prepared by the National Security Resources Board and were 
submitted by the Board to the Attorney General during October 1950. There- 
after, a representative of the Attorney General attended an interagency meeting 
convened to discuss the proposed regulations. Comments by this representative 
were adopted and incorporated. A copy of the regulations is attached, marked 
“Exhibit C.° As you know, section 600.2 (e) under the heading “Oiher Con- 
siderations” provides : 

‘In making such determination (necessity in the interest of national defense), 
vuidance to the maximum extent will be obtained from the following additional 
considerations: (1) assurance of fair opportunity for participation by smali 
business; (2) the promotion of competitive enterprise. * * *” 

An early agreement evolved between the National Security Resources Board 
and the Attorney General to the effect that the latter would provide liaison staff 
which would have complete access to the files and to all applications submitted. 
This was considered to be a more eflicient procedure than the referral of partic- 
ular cases which might be considered by the Resources Board staff to involve 
antitrust problems. It was agreed that the Attorney General's staff was the more 
competent for this purpose since it was in possession of technical background, 
experience, the history of antitrust actions with respect to particular applicants, 
and other information not readily available te the limited Resources Board stalff, 

Pursuant to this understanding, representatives of the Department spent con 
siderable time in our office during the early stages of the amortization program 
examining the files and taking notes on particular cases. Gradually, this method 
of examination, file by file, was altered by the Department of Justice and a pro- 
cedure adopted under which their representatives copied the daily docket of ap- 
plications tiled. The docket discloses the file number, the name of the applicant, 
the date the application was received, the total dollar amount of the facilities 
for which certification was sought, the location of the facilities, the materials 
and services produced or to be produced, the delegate agency to which the 
application was referred for report and recommendation, and the date of such 
referral, This information was then taken to the Antitrust Division and checked 
by their staff against their index of antitrust defendants and persons under 
investigation. The matter could then be pursued further by the Department of 
Justice to the extent considered by the Department to be advisable. 

It was also agreed that, in the event any objections were to be registered or 
ily comments were to be made, these were to be delivered to that delegate 
agency which had the responsibility under the Executive order and regulations 
for submitting a report and recommendation to the certifying authority which 
initially was the Chairman of the National Security Resources Board and is now 
the Defense Production Administrator. This general procedure was modified 
further when the Bureau of Census began to supply us with tabulations com- 
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My 
office bas supplied these lists containing the docket information periodically 
to the Department of Justice as well as to other agencies of Government having 


piled from our records of the information shown by our docket entries. 





some interest in the cases and the program. Where the Department has sub- 
mitted comments, as in the Owens-Corning Fiberglas case, these Comments have 
been given the utmost consideration and no action taken until an understanding 
was reached. 

2. Question. Regardless of the fact that such a conference May or may not 
have been held were specific criteria established for the cases in which referral 
should be had? 

Answer. Since we consider that by reason of the procedures above described, 
the Department of Justice received timely notice of all cases before us and is 
in possession of the information which would afford the basis for judging the 
significance of a particular expansion in the light of the past experience of the 
Department with that applicant with reference to litigation or violation of the 
antitrust laws, it was our view that no criteria were necessary for submitting 
specifie cases, 

3. Question. What were the criteria? 

Answer. Answer same as to question 2. 

4. Question. Was it agreed between the Department of Justice and your or- 
ganization that referral would follow as a matter of course upon receipt of an 
application from a corporation which had been involved in antitrust proceedings? 

Answer. As explained above, the arrangement between the Department and 
our office is intended to afford the Department timely notice of applications 
filed by all companies. In this sense it may be said that every case is referred 
to the Department. We do not have any general arrangement for formal refer- 
ral of applications of corporations which have been involved in antitrust pro- 
ceedings to the Department since our small staff is not equipped to undertake 
the investigation which would be required and further since the Department is 
in possession of the information which would permit special scrutiny of par- 
ticular eases from the point of view of the antitrust legislation. 

5. Question. What course of action followed after referral to the Attorney 
General? 

(a) Was the matter tabled until reply? 
(b) Was an industry survey made? 

Answer. Action by the certifying authority is not generally withheld except 
in those cases in which the Attorney General has expressed some interest or in 
those few cases which we as a matter of precaution have called to the attention 
of the Department as cases with features which we thought might be of interest 
to the Department. I am not informed as to the extent to which the Depart- 
ment muy have made industry surveys. I might add that the Departinent has 
not submitted any such surveys or the results of any surveys to this office. 

6. Question. Do you know what the Attorney General did when a matter was 
referred to him? 

(a) In cases referred to the Attorney General was a prompt reply 
forthcoming? 

Auswer. I do not know the actual operations of the Attorney General's staff 
except as indicated in answer to question 1 above. His replies or comments 
were made promptly in those cases where Comments were made. 

7. Question. Did the Attorney General give an opinion relating to all cases 
referred ; or were some cases returned without comment? 

Answer. The Attorney General has not given this office an opinion or definitive 
recommendation in any case. I know of no cases in which the Attorney General 
has expressed “no comment,” although in a few instances the staff representa- 
tives of the Department indicated no particular interest. 

8. Question. Did the Attorney General withhold approval in any case for 
temporary reasons? 

(a) Specifically, were the applications for accelerated amortization re- 
ceived from International Paper Co. and Dow Chemical Co. referred to the 
- Attorney General? 
(b) If so, what was his opinion? 

Answer. Yes; the Attorney General did withhold “approval” in the Owens- 
Corning Fiberglas Corp. case temporarily, as is indicated in the attached con- 
sultation memorandum, and also in the case of Bethlehem Steel Co., as indi- 
cated in my letter of July 12, 1951. 

The applications filed by International Paper Co. and Dow Chemical Co. were 
not referred to the Attorney General except in the sense that the docket infor- 
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mation Was transmitted in routine fashion. No comments in these cases were 
received by my office. 

9. Question. Please provide a complete file, if such were kept, on the consul- 
tation had with the Department of Justice relative to the following applications : 

(a) Bethlehem Steel Co. 

(b) General Motors Corp. 

(c) Owens-Corning Fiberglas Corp. 

(d) Quaker Oats Co. 

(e) New England Steel Development Co. 

Answer. (a) Bethlehem Steel Co.: After telephone conversation with the 
Department of Justice action on certain applications before us in December 
1950 for this company were temporarily withheld at the requets of the Depart- 
ment, no reasons having been urged for withholding certification. No file mem- 
orandum of consultation exists. 

(b) General Motors Corp.: While no file memorandum relating to consulta- 
tion with the Department of Justice exists, we considered the possibility that 
the Department might be interested in General Motors tax amortization because 
of its size, its position as a military contractor, and because of the volume of the 
applications filed by them. Accordingly, as a matter of precaution, I had two 
members of my staff visit the Department for the purpose of disclosing to them 
the nature of the more important General Motors expansions and the fact that 
we were about to proceed with certifications of many of these cases. 

At the present time, General Motors Corp. has filed 103 applications for a wide 
variety of facilities. As of the same time, 18 of its cases have been certified, 
all for military end products such as 40-millimeter guns, jet engines, tanks, and 
range finders. General Motors cases were discussed with the Department of 
Justice in order to afford them an opportunity to take any position in the mat- 
ter if they wished. The staff of the Department did not interpose any ob- 
jections to our proceeding with certification of these cases. 

(c) Owens-Corning Fiberglas Corp.: Attached are copies of file memoranda 
relating to consultation with the Department of Justice; marked “Exhibit A” 

(d) Quaker Oats Co.: Attached is copy of file memoranda relating to consul- 
tution with the Department of Justice; marked “Exhibit B.” 

(ce) New England Steel Development Corp.: Soon after application was filed, 
a representative of the Antitrust Division pointed out that this company would 
be a completely integrated unit which could provide new substantial competition 
in the steel industry. On the advice that certification was expected to be 
granted, no further conversations were held in the matter. The certificate has 
been twice extended insofar as the time limitation for beginning construction is 
concerned so as to permit opportunity for financing. 

10. Question. Why was the New England Steel Co.’s application referred? 

Answer. It is my recollection that a representative of that Department in 
quired of us as to what action we proposed to take in this case and upon being 
informed that we proposed to certify had no further comment. 

11. Question. Were the companies notified of the consultation ? 

Answer. Not to my knowledge. 

Iam enclosing copies of our lists which we distribute to all interested agencies 
and to the Department of Justice, from which you can determine the nature of 
the information supplied in all cases. 

If you wish any further information, please do not hesitate to call on us, 

Sincerely yours, 





Byron TD. Woopsipe, 
Director, Division of Defense Expansion. 


Exnuisir 67—-D 
JANUARY 5, 1951 
MEMORANDUM FOR THE FILES 
Subject: 
TA-9%—Applications of Owen-Corning Fiber. 
TA-68—Glass Co. for necessity certificates under section 124A 
The Facilities Clearance Staff, NPA (Department of Commerce) included 
in its recommendations on the above applications a memorandum that the 
Antitrust Division of the Department of Justice had conferred with them about 
these applications. 


PAF 
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I called Mr. Burgess (Code 197, extension 633) who is in charge of the Owens 
Corning case on December 22, 1950, after having discussed the matter with Mr 
Gridley of NPA. I was informed that Mr. Burgess would not be back in the cits 
until December 27. I again called him on the 27th and he gave me, in substance, 
the information which is set forth in the attached letter. He said that thi 
Department of Justice would not take the position of attempting to interdi 
the issuance of certificates because it would appear that the production was 
vitally necessary for defense purposes and Owens-Corning was the only company 
able to produce the product. However, he said they would write Mr. Symington 
u letter and leave the decision to him of whether the certificates should issue 

I called Mr. Burgess later in the week and he said the letter was in the office 
awaiting signature. I called him again on January 3, (he was out of the city 
until then) and he said he would check again and have the letter sent over 
by messenger. It was received shortly thereafter in Mr. Symington’s office and 
Sent to us, 

In his telephone discussion with me on December 27, Mr. Burgess had indicated 
that though they would not request the certificates to be denied, yet they would 
like to have them endorsed to read that their issuance was “without prejudice” 
to any rights the Government might have under the 1949 judgment. 

On January 4, I conferred with Mr. Kendall, general counsel of NSRB in 
regard to the attached letter. He read the letter and I gave him such additional! 
facts as he requested. I informed him of Mr. Burgess’ request about having the 
certificates endorsed “without prejudice” as set forth above. Mr. Kendal! 
stated he was not in favor of putting any endorsement on the certificates. He 
said he would discuss the matter with Mr. Morrison and advise us further. 

Mr. Kendall called me later in the day (January 4) and informed me he 
had discussed the matter with Mr. Morrison and that we should go ahead and 
issue the certificates in the customary form without any endorsement of any 
kind provided the applications met all necessary requirements 

I informed Messrs. Woodside and Remsen of Mr. Kendall's advice and it was 
determined to issue the certificates. 

Herserr H. ScHEIER, 
Business Expansion Office. 


EXHIBIT No. 67-E 
DEPARTMENT OF JUSTICE 
Washington, January 2, 1951, 
Hon. W. Stuart SYMINGTON, 
Chairman, National Security Resources Board, 
Washington, D.C. 
(Re No. TA-68—Application of Owens-Corning Fiberglass Co., Toledo, 

Ohio, for necessary certificate under section 124A of the Internal Reve- 
nue Code. ) 

My Dear Mr. SyMINGTON: The Antitrust Division of the Department of 
Justice has had recent conversations in connection with the above application 
with representatives of the Facilities Clearance Staff, NPA, to whom that appli 
cation was referred by NSRB for recommendation. 

In its application it appears that Owens-Corning Fiberglass has only six 
prime contracts totaling $34,630 directly connected with the defense program 
The substantial portion of the applicant’s anticipated production is to be used 
for the furnishing of glass fiber products to subcontractors under defense orders 
and for civilian uses. This Department has been advised by NPA that the glass 
fiber products produced by the applicant are necessary to the defense effort under 
Navy specifications for yarn and navy-board fabric. However, we have also been 
informed that there are numerous products competitive with fiber glass avail- 
able for civilian uses. 

Owens-Corning Fiberglass Co. was organized in 1938 jointly by Owens-Illinois 
Glass Corp. and Corning Glass Works. At all times since its organization, 
Owens-Corning has produced 98 percent, or more, of the glass fibers and glass 
fiber products manufactured in this country. Subsequent to its organization, 
the applicant company acquired four additional manufacturing plants, two 
of which were acquired from War Assets Administration after World War II. 
It is my understanding that the present productive capacity of Owens-Corning is 
approximately 1,985,000 pounds per month. If granted the necessity certificate 
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for which it has applied, the productive capacity of this company will be in- 
creased to 3,510,000 pounds per month. 

On September 10, 1947, a complaint was filed under the antitrust laws against 
Owens-Corning Fiberglass Co., Owens-Illinois Glass Corp., and Corning Glass 
Works, charging these defendants with monopolizing, attempting to monopolize, 
and conspiring to monopolize trade and commerce in glass fibers and glass fiber 
products. A consent judgment was entered in this case in the District Court for 
the Northern District of Ohio, Western Division, on June 23, 1949. That judg- 
ment terminated all illegal foreign and domestic agreements of the defendants; 
required Owens-Corning to license, royalty-free, most of its existing patents, and 
to license, upon reasonable royalties, patent rights acquired by it for 5 years 
following the entry of the judgment. In addition, Owens-Corning was required 
to furnish know-how in the form of written manuals and to supplement these 
manuals annually for 5 years. 

Although that final judgment did not provide for divestiture relief as requested 
in the Government’s complaint, it does prohibit Qwens-Corning from expand- 
ing by purchasing or otherwise acquiring competitors, and also provides for a 
review of the defendants’ monopoly position upon application by the Govern- 
ment at the end of 5 years from the date of the judgment. This latter provi- 
sion was specifically designed to enable the Government to seek divestiture relief 
after 5 years, should it then be felt that the relief provided by the judgment was 
inadequate to dissipate the effects of the illegal monopoly and restore competitive 
conditions in this industry. 

We have been informed by NPA representatives that the glass fiber products 
to be produced in the facilities for which application has been made are of 
extreme military importance. We have also been informed that the proposed 
expansion of the applicant's facilities is necessary for the production of the glass 
fiber products desired in this connection. 

In the event you are of the opinion that the urgency of the military require- 
ments outweighs the above antitrust considerations, we wish to point out that if 
upon termination of the present emergency, we find that a monopoly exists in 
this industry, we would feel free to proceed under the antitrust laws or as other- 
wise provided in section XIV of the above-mentioned final judgment. 

Sincerely yours, 
H. GRANAM Morison, Asistant Attorney General. 


Exuirit No. 67—-F 
REPORT AND RECOMMENDATION OF APPLICATION FOR NECESSITY CERTIFICATE 


(TA-9) Owens-Corning Fiberglas Corp., Nicholas Building, post office box 901, 
Toledo, Ohio 


1. Buildings and other fixed installations together with machinery, machine 
tools, power equipment, glass furnaces, and engineering equipment. Estimated 
cost, $8,351,220; location, Spartanburg, 8S. C., or Anderson, 8. C. 

2. Product: Fibrous glass in yarn, mat and strand form used as electrical 
insulation, plastic reinforcement, and various industrial applications. Used 
extensively in the production and manufacture of essential military equipment 
and facilities, 

3. Increase in production capacity from 1,985,000 pounds per month to 
3,510,000 pounds per month, 160-percent increase. 

4. No replacements involved. 

5. Ninety-four thousand dollars land cost has been deleted. 

6. Construction scheduled to begin December 1, 1950. 


CERTIFICATE PERCENTAGE 


Proposed facilities described in (par. 1) above to manufacture fibrous-glass 
products. Amount, $8,257,220, at percent ____----. 
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RECOM MENDATION 


It is recommended that a necessity certificate be issued on TA-9. Percent 

Cost estimated by applicant as of date of application: $8,257,000 covering 
facilities described in appendix A consisting of four pages and no drawings. 

F. R. CREEDON, 
Director, Facilities Clearance Staff. 

Date: December 22, 1950. 

Note.—The Department of Justice has notified the Facilities Clearance Staff of NPA that 
the Owens-Corning Fiberglas Corp. has been convicted under the antitrust laws and 
operating under certain restraining orders. The Department of the Navy, through Capt 
Kenneth Hienrich, has advised the Facilities Clearance Staff of NPA that the product t 
be produced is most essential, is in short supply, and the subject corporation is the onls 
source of supply. 





ExHIsIT No. 67-G 
May 30, 1951. 
MEMORANDUM FOR FILES 


TA-1930—The Quaker Oats Co. 


This application is for facilities to expand the production of furfural from 
54,000,000 to 94,000,000 pounds a year. Furfural is a basic organic chemical raw 
material which is used in the production of nylon, special resins, grinding 
wheels, ete., and is used as a solvent in refining lubricating oils and in refining 
butadiene for the synthetic-rubber program. (See IOB report attached.) It is 
produced from agricultural wastes, such as corn cobs. The plant proposed by 
this application taps a new area for this product. 

It appears that the Quaker Oats Co. is the sole producer of furfural in the 
United States. The NPA recommendation carries this footnote: “To be cleared 
by Department of Justice before issuance.” 

I inquired of Mr. Fischer of NPA (141 extension 4591) as to the origin and 
purpose of this footnote. He said it had been put on by his office as a caution 
because the applicant is the only producer of furfural. 

On April 30, I called Mr. Morrison's office at the Department of Justice. They 
told me to talk to their Mr. Victor Kramer (extension 57) about it. He was 
out of town. I was advised that they would have their Mr. W. Perry Epes ; 
(extension S89) call me. Subsequently their Mr. Joseph Saunders (extension : 
93, 1154) of the Legislation and Clearance Section, which is concerned with 
matters dealing with accelerated amortization, called me. I gave him the 
facts. He said they had made no study of this particular application, and 
didn’t know of any particular interest the Department had in it. However, he 
said he would make further inquiry in the Department to determine what they 
might or might not want to do about it. On May 2, Mr. Saunders called me 
again. He said he had made inquiry, and that the Department would not express 
any opinion in the matter, or even say whether or not they were interested in 
having the matter put before them, in response to our telephone inquiry. He 
said that if we wanted to ascertain whether or not they had any interest in the 
matter, that we should have General Farrell send a letter to the Attorney Gen 
eral with all the facts, and the Department would then, after making such 
examination of the application or other investigation they deemed necessary, 
advise us whether they had any interest in the matter.—H. H. S. 

Since Justice doesn't indicate any real concern and since the plant was started 
10 months ago and must be now close to completion, I recommend case be cer 
tified without further delay and advice Justice that we have done so.—B. D. W 
June 1, 1951. O. K. by T. F. Farrell, June 1, 1951. 
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Exuisir No. 67-H 
TITLE 382A—NATIONAL DEFENSE, APPENDIX 
CHAPTER VI—NATIONAL Securtty Resources Boarp 


PART 600—ISSUANCE OF NECESSITY CERTIFICATES UNDER SECTION 124A OF THE 
INTERNAL REVENUE CODE 

The following regulation is hereby prescribed by the Chairman of the Na- 
tional Security Resources Board, with the approval of the President, pursuant 
to the authority contained in Executive Order 10172, dated October 12, 1950, 

Noe 

‘ 00.1 Definitions. 

600.2 Criteria for determination of necessity and of portion attributable to defense 
mUuTrposes, 

600.3 pesseiuees and responsibilities. 

600.4 Exercise of powers of certifying authority. 

600.5 Amendment of this part. 

AUTHORITY: §§ 600.1 to 600.5 issued under sec. 124A, as added by sec. 216, Pub. Law 
814, Sist Cong., E. O. 10172, Oct. 12, 1950, 15 F. R. 6929. 

§ 600.1. Definitions. As used throughout this part: 

(a) “Emergency facility’ means any facility, land, building, machinery or 
equipment, or any part thereof, the construction, reconstruction, erection, in- 
stallation, or acquisition of which was completed after December 31, 1949, and 
with respect to which a Necessity Certificate has been made. 

(b) “Emergency period” means the period beginning January 1, 1950, and 
ending on the date on which the President proclaims that the utilization of a 
substantial portion of the emergency facilities with respect to which Necessity 
Certificates have been made is no longer required in the interest of national de- 
fense, 

(c) “Certifving authority” means the Chairman of the National Security Re- 
sources Board or his duly authorized representative. 

(d) “Necessity Certificate” means a certificate made pursuant to section 124A 
of the Internal Revenue Code, certifying that the construction, reconstruction, 
erection, installation, or acquisition of the facilities referred to in the certificate 
is necessary in whole or in part in the interest of national defense during the 
emergency period, and certifying the portion thereof attributuble to defense 
purposes, 

(e) “Materials” means raw materials, articles, commodities, products, sup- 
plies, and components. 

(f) “Taxpayer” means a person as defined in section 8797 (a) (1) of the 
Internal Revenue Code. 

§ 600.2 Criteria for determination of necessity and of portion attributable to 
defense purposes. Determination will be made as to whether the construction, 
reconstruction, erection, installation, or acquisition of the facility (in whole or 
in part) is necessary in the interest of national defense during the emergency 
period and what portion of the facility is attributable to defense purposes. 

(a) Materials or services required for national defense. In making such 
determination, consideration will be given to whether the material or service to be 
produced with the proposed emergency facility is required in whole or in part in 
the interest of national defense during the emergency period. A material or 
service may be found to be so required if it is directly required for the Armed 
Services of the United States or auxiliary personnel, for civil defense, for the 
Atomic Energy Commission, or for any operations or activities in connection 
with the Mutual Defense Assistance Act; or if it is in the nature of materials or 
services necessary for the production of materials or services directly required in 
the interest of national defense during the emergency period; or if it is in the 
nature of materials or services necessary for the operation of the national defense 
program: or if it is otherwise necessary in the interest of national defense. 

(b) Shortage of facilities for the production of materials or services required 
for national defense. In making such determination, consideration will be given 
to whether at the time of the construction, reconstruction, erection, installa- 
tion, or acquisition of the facility, there is an existing or prospective shortage of 
facilities for the production of the materials or services which are to be pro- 
duced by the facility sought to be certified. In such determination, considera- 
tion will be given to an over-all shortage, the necessity for and adequacy of 
facilities or materials or services for a particular region, the necessity for 
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stand-by capacity, and other factors contributing to or threatening a shortage 
of facilities for producing such materials or services. 

(c) Economic usefulness of the facility. In determining the portion of the 
facility attributable to defense purposes, consideration will be given to the pro} 
able economic usefulness of the facility for other than defense purposes after 
five years. : 

(d) Acquired facilities, replacements, and land. (1) Acquired facilities pre- 
viously constituting the productive assets of a going concern, and second-hand 
facilities, will not be certified unless: (i) Clear prospect of a substantial increase 
in the usefulness of such facilities for national defense exists and such increase 
cannot be obtained by other practical means; or (ii) substantial loss of use- 
fulness for national defense would probably result in the absence of such 
acquisition. 

(2) Replacements will not be certified if they would have been made, at or 
about the time made, regardless of the emergency. 

(3) Land will not be certified unless its acquisition is directly related to the 
production, storage, transportation or protection of supplies necessary in the 
interest of the national defense. 

(e) Other considerations. In making such determination, guidance to the 
maximum extent will be obtained from the following additional considerations 
(1) assurance of fair opportunity for participation by small business; (2) the 
promotion of competitive enterprise; (3) the competence, performance record, if 
any, and other factors bearing upon the ability of the applicant to manage 
effectively the proposed expanded facilities; (4) location of the facility with 
due regard to military security; (5) the availability of manpower, housing, com 
munity facilities, transportation, and other elements of production; and (6) 
methods of financing. 

§ 600.3 Procedures and responsibilities —(a) Application form. Formal ap 
plication filed after the effective date of this part shall conform to the standard 
form prescribed by the certifying authority, and shall be executed in the manner 
and by the person prescribed by the form. The standard form of application 
for a Necessity Certificate with accompanying instructions may be obtained from 
the National Security Resources Board, Washington 25, D. C., or from the 
Department of Commerce or any of its field offices. 

(b) Filing of application. All applications for Necessity Certificates filed 
under the terms of this part shall be filed with the National Security Resources 
Beard in Washington, D. C., and shall be deemed to be filed when received at 
that Board. If the application or its filing would involve the disclosure of 
information which has a security classification, the applicant should check with 
the appropriate government agency with whom the applicant has classified con 
tract relations for instruction or arrangements concerning the handling of such 
documents or data prior to the filing of such application with the Nationa 
Security Resources Board. 

(c) Time of filing application. (1) Applications for Necessity Certificates for 
facilities upon which construction, reconstruction, erection or installation is 
begun, or which are acquired, after September 23, 1950, must be filed within six 
(6) months after the beginning of construction, reconstruction, erection or in- 
stallation, or the date of acquisition of such facilities. 

(2) Applications for Necessity Certificates for facilities upon which construc- 
tion, reconstruction, erection or installation was begun or which were acquired 
on or before September 23, 1950, must be filed on or before March 23, 1951. 

(d) Modification of filing requirements. The time and place for filing applica- 
tions for Necessity Certificates may be changed by the certifying authority 
Such change shall be effective upon publication in the Federal Register. 

(e) Referral of application. Each application, after acknowledgment, will be 
referred to that agency or officer of the Government according to its respective 
assigned responsibilities pursuant to the Defense Production Act of 1950. 

(f) Responsibilities of agencies and officers other than certifying authority 
Delegate agencies and officers shall be responsible for making a report and 
recommendation for specific action to the certifying authority regarding each 
application. Such report and recommendation shall be based upon a thorough 
examination and investigation conducted by the delegate agency or officer or 
by other competent government agencies or officers. 

(gz) Action by the certifying authority. After consideration of relevant 
factors, including but not limited to the report and recommendation of the 
delegate agencies and officers, the certifying authority will make the appropriate 
decision regarding the application. 
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(h) Necessity Certificates. Upon issuance of a Necessity Certificate, it will 
be forwarded to the Commissioner of Internal Revenue and will constitute 
conclusive evidence of certification by the certifying authority that the facilities 
therein described are necessary in the interest of national defense to the extent 

certified. The certifying authority will not certify the accuracy of the cost of 
any facility or of any date relative to the construction, reconstruction, erection, 
installation or acquisition thereof. It will be incumbent upon taxpayers electing 
to take the amortization deduction to establish to the satisfaction of the Com- 
missioner of Internal Revenue the identities of the facilities, the costs thereof 
and the dates relative thereto. 

(i) Further description after certification. Where after the completion of 
a construction, reconstruction, erection, installation or acquisition of an emer- 
gency facility, the taxpayer finds that the description or cost of any facility 
uppearing in the Necessity Certificate materially varies from the actual de- 
scription or cost of the facility, a statement may be filed by the taxpayer with 
the certifying authority setting forth the correct description or cost of the 
emergency facility actually constructed, reconstructed, erected, installed or ac- 
quired. A copy of the statement will be forwarded by the certifying authority 
to the Commissioner of Internal Revenue, provided the description or cost in 
the opinion of the certifying authority is within the scope of the original cer- 
tification, and when so forwarded, the statement will have the effect of an 
amendment of the original certificate. 

(j) Cancellation or amendment of Necessity Certificate. The certifying au- 
thority may (1) cancel any Necessity Certificate where it has been obtained 
by fraud or misrepresentation or has been issued through error or inadver- 
tence, or (2) amend any Necessity Certificate for sufficient cause shown. 

§ 600.4. Herercise of powers of certifying authority. Any actions taken in 
exercise of the powers and authority vested in the Chairman of the National 
Security Resources Board by E. O. 10172, October 12, 1950 (15 F. R. 6929) may 
be taken in the name of the National Security Resources Board, countersigned 
or attested by the Chairman's authorized representative. 

§ 600.5. Amendment of this part. This part may be amended by the Chair- 
man of the National Security Resources Board with the approval of the Presi- 
dent. 

W. Stuart SYMINGTON, 
Chairman, National Security Resources Board. 
H. DEWAYNE KREAGER, 
Secretary, National Security Resources Board. 
Approved: 
HArry S. TRuMAN, 
The White House. 

Mr. Srevens. Mr. Woodside, if you know, I wonder if you could tell 
us whether there have been any instances where the Attorney General 
objected to certification where you nevertheless allowed the certifica- 
tion ? 

Mr. Woopsine. There has been no such case to my knowledge. 

Mr, Stevens. And where you thought there was a problem that had 
antitrust ramifications you did consult with him to clear up that 
problem ? 

Mr. Woopsipr. Right. As a matter of fact, in one steel case the 
Attorney General asked us to hold up certifies ation, and we did so. 
Then he finally said, “All right.. Let her go,” and we did. 

Mr. Srevens. I would like to ask also Mr. Woodside, if you feel 
that the fact a concern has in the past been involved in antitrust liti- 
cation, which it may have won or lost—do vou feel that fact should 
automatically disqualify the concern from getting this type of certi- 
ficate ? 

Mr. Woopstwe. No, sir. 

Mr. Srevens. Do you feel the fact they may have been found guilty 
of antitrust violations in the past should disqualify it from this type 
of certification ¢ 








§34 STUDY OF MONOPOLY POWER 


Mr. Woopsipe. I think that might depend upon the circumstances. 

The Cuarrman. In other words, it is a factor that might well be 
considered. It should not be an absolute factor. 

Mr. Srevens. The mere fact a company has been guilty of antitrust 
violation should not mean it should be deprived of this type of benefit ? 

Mr. Woopstpr. No, sir. 

The Cuarrman. I do not mean by my question to imply it should 
be an absolute bar. I meant to get you reactions as to whether or not 
that might be deemed an important factor. 

Now I would like to ask this, Mr. Woodside: Do you consider the 
following factors: a large unit*being permitted to build a new plant 
where they get these benefits, whereas they might well give their orders 
to subcontractors, to the smaller plants ? 

Mr. Bryson. And thus obviate the necessit y—— 

The Cuarrman. The necessity of erecting a new plant. Now, is 
that being considered by your Department ? 

Mr. Woopstpr. It has been considered, sir, in this way: In certi- 
fying the cases there has to be a determiniation that there is a shortage 
of productive facilities for that purpose. One of the questions that 
must be answered is the degree to which there are alternative means 
of getting the production that you desire. If it is possible to determine 
that manufacturing capacity exists which is available or could be avail- 
able for the purpose, then as a general proposition we ought to look 
at it a long time before we certify something new. 

As you can appreciate, it is a very difficult determination to make, 
and it will become increasingly a problem for us as we move into the 
ceritification of manufacturing facilities as distinct from the certifica- 
tion of facilities for the production of raw materials, which is the 
general area in which we have so far been principally engaged. 

This is a factor in that connection : As shortages develop in basic raw 
materials, like copper, aluminum, and steel, manufacturing capacity 
is curtailed, has to be curtailed for the production of civilian items, 
and that frees manufacturing capacity for military items in many 
instances, if the manufacturer is qualified and if he can produce 
according to the specifications required, 

I have never been clear in my own mind the extent to which this 
operation has perhaps been detrimental to the subcontractor or has 
venerally increased subcontracting. It is difficult to pin-point it 
because, as the military, for ex: imple, gives a contract to one of the 
larger companies for rocket motors, jet motors, which is an area which 
vou would not normally expect a little-business man to be in anyway, 
ihat generates a subcontracting chain of events, a demand in many 
areas for an ex ‘pinsion on the part of the subcontractor. It is in the 
subcontracting area where it is the most difficult to determine whether 
or not there is available excess capacity, idle capacity. 

The Cuamman. You mean, it may work both ways: It may squeeze 
out the little fellow; it may enlarge the number of little fellows: 

Mr. Woopswwe. That is right, sir. 

Mr. McCvutriocu. Well, Mr. Woodside, does your agency and do 
the other agencies who are charged with these respons sibilities, and 
divisions, have accurate, up-to- the-minute inventories of the industrial 
capacity in America? 

Mr. Woopsinr. In certain areas, sir, the information is very good 
and precise. In other areas, it is fuzzy. 
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Mr. McCuttocu. Well, I wonder, Mr. Chairman, if that is not one 
of the things to which Mr. Morison was referring when he was be- 
fore this subcommittee heretofore—that by reason of a lack of plan- 
ning to make that information available we may be on the one hand 
unduly concentrating industry, and we may be duplicating facilities, 
and we may be spending money that we should not spend at this time 
when there is an apparent shortage of public funds and an ever- 
increasing demand that we raise taxes. I think that is most impor- 
tant, and I think whoever is responsible for these decisions should 
set about this plan or do something about the lack of planning which 
has been pointed out to us and which makes it impossible for you to 
make an intelligent final conclusion on some of these matters. 

Mr. Woopsipr. The area in which it is most difficult to get firm 
fiuves is in the area of manufacturing, fabricating capacity. It is a 
difficult problem. The various industry section, the Munitions Board, 
the Programing and Requirement Section of DPA are constantly 
working with it. I am not in a position to say just what progress is 
being made, but I can assure you that we make the effort to determine 
that you need the expansion before we certify it. 

Mr. MeCutxocu. I should think that a great deal, if not the entire 
information, upon this entire field should be in the hands of the De- 
partment of Commerce, with all of the census figures that we have, 
and with the tremendous number of questionaires that both large and 
small business is supposed to be furnishing on a daily, weekly, or 
monthly basis. It seems to me that it is more a question of coordina- 
tion than the lack of information at centralized sources. 

Mr. Woopsipr. Well, it is a difficult problem, and it is one that has 
caused everybody concern. 

You may have, for example, fabricating capacity which would ap- 
pear to produce an excess, and yet in terms of ability to produce on 
schedule according to specifications which must be met to take care 
of the requirements of the prime contracts, the introduction of those 
intangibles makes it very difficult to assess the validity of any figures 
that vou may have as to apparent availability of capacity or apparent 
shortage. 

In that subcontracting area it is a difficult thing, not only from 
the procurement problem, with which I am not concerned, but it is also 
difficult to our job. We ave and have been trying to deal with it as 
best we could. 

I agree with your statement as to what the approach should be, and 
I think that that is consistent with the desire of Mr. Wilson’s office and 
our own, 

Mr. Gotpsrern. That, sir, would then confirm more or less the state- 
ment made by the Attorney General in his December 7 and his April 
reports, where he says that there is no such over-all programing and 
planning on the expansion of our industrial facilities, in other words, 
manufacturing facilities ¢ 

Mr. Woopsipr. I think that statement, sir, is too broad and general 
because, as I say, there are areas in wihch the information is precise. 
There are other areas where it would take a great real of research and 
a lot of time. 

Mr. Gotpsrern. Has that research been initiated 

Mr. Woopsipe. It is going on. 








636 STUDY OF MONOPOLY POWER 


Mr. Gotpstern. Now, returning again to the DPA release 54, placing 
a cut-off date for June 15, beyond which no further applic ations 
would be processed until such time as the backlog has been cleaned 
Upp 

Mr. Woopsipr. Yes, sir. 

Mr. Gotpsretn. Do you believe that is consistent with the provisions 
of the Defense Production Act, namely, section 701(b) (LV), to which 
you subseribed earlier, which ‘provides for the expeditious handling 
of all requests and applications of small business‘ In other words, 
if you put off small business, which may file now, until some later 
date, is that consistent with the cut-off program rather than with 
section T01(b) (IV) ¢ 

Mr. Woopsine. I will answer you this way: What is being done un- 
der that program is consistent with 701. I would be glad to amplify 
that if I may. 

Applications began to come in in early November, I think it was, 
of last year. The t target in petroleum was estab lished fairly early. 
As I recall, it was 700,000 or 750,000 barrels of crude input per day 
for limited mobilization, and up to another million barrels of crude 
input taking through 1955, I believe it was. 

In any event, by the date of that release the applications on file— 
I think the figures to which I refer are in that release—but the date 
of that release, the applications on file indicated that capacity appli- 
cations were in to meet the target, assuming that the program went 
forward all right. 

PAD released about the same time as that release an announce- 
ment, or an analysis, showing the results of certifications to date. 

I will be very glad to supply you with a copy of that. I do not re- 
member the precise figures, but they have a very delicate job of bal- 
ancing production. You deal with crude input, refining capacity, 
but the thing they are concerned with most in addition to ‘that is the 
balancing of the end products in relation to your aviation-gasoline 
program, chemical program, and the rest of it. They follow the 
applications and the construction very closely. 

At the date of the release to which I refer the small re fine ‘ries had 
increased their relative position by, I think it was, about 2 percentage 
points. 

Mr. Gotpstrrern. Well, sir, the subcommittee has been supplied with 
a copy of a letter dated June 23, 1951, to Mr. Edwin T. Gibson. It 
was written by the law firm of Boss and Wachtel, Washington, D. C., 
and was sent to this subcommittee for its information. 

I would like to have this letter accepted for the record and read 
now one or two pertinent paragraphs for your comment.” 

It says at one point: 


Now, at the precise time when small companies are beginning to roll in high - 


gear and are ready to make contracts that in many instances require plant 
expansion, they are halted in their tracks by the announcement that their 
applications filed after June 15 will be delayed indefinitely until all prior 
applications are processed. Such action destroys not only the incentive of many 
of them to assume the obligations of undertaking Government work where 
plant expansion is essential, but in many cases makes it financially dangerous 
to do so. 





* See exhibit No. 69A, infra, p. 642. 
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Do you consider that a fair statement of the effect of the June 15 
cut-off ? 

Mr. Woopstpe. No, sir. 

The CHatrman. Why ? 

Mr. Woopstpe. There were 6 months elapsed, roughly, between the 
original, the beginning of filing applications, and ‘this cut-off date. 
Now it must have been obvious, not only as to that program but as to 
every program that we are considering, that there will come a point 
of time when somebody is going to have to say that it is not in the 
nterest of the defense program to carry the expansion program be- 
yond that point: (1) Because you don’t need the capacity to service 
ihe foreseeable requirements; and (2) there should be no further 
unnecessary drain upon materials. 

The Cuamman. But meanwhile the big outfits have had the advan- 
tave of engineering, their closeness to the legislation, they have better 
sources of information than the smaller outfits, who have through 
fore es beyond their control been unable to expedite their applications, 

1o may not have had knowledge, may not have had the engineering 
skill or equipment. So that it is a disadvantage to the sm: aller outfits, 
as was indicated in the letter just read to you. 

Mr. Woopsine. Well, it works to a disadvantage only if you assume 
that the big companies did in fact get in first, were in fact better pre- 

pared to file, and that the little companies were not. And it has been 
"7 impression from this operation right along that that is not a fair 
observation. 

Mr. Gotpsrein. Mr. Fleischmann has made that observation, how- 
ever, has he not, as | read it to you earlier ¢ 

Mr. Woopsipr. Yes, sir. 

Mr. Gotpsrerx. And is it not true that in procurement practices 
which normally relate very directly to prime expansion there has been 
a marked acceleration of procurement to the larger companies, because 
of the very pressing needs with which the country has been faced / 

Mr. Woopsior. Well, L am not prepared to speak about the procure- 
ment problem. 

Mr. Goupstein. Well, we will let the record speak for itself on that 
But asa matter of fact vour release was dated June 4, was it not ? 

Mr. Woopsipr. The fourth ¢ 

Mr. Gotpsrein. That is the cut-off on certificates of necessity for 
June 15, dated June 4. 

Mr. Woopsipr. Yes. 

Mr. Gonpsrerx. So in that 11-day period a small-business man 
would have to do some hustling, would he not, if he did not have a 
large staff of executives to prepare this material? He would have 
only 11 days to get his application in. 

Mr. bes oopsipE. Before that deadline ; yes, sir. 

Mr. Gotpsrern. Do you consider that reasonable notice to a small- 
business man, 11 days, something he will have to read in the } paper if 
his morning paper prints it / 

Mr. Woopsinr. I think a 2-week period is probably a reasonable 
period. Judging by the flood of applications that we received follow- 
ing the public ation of that release, I would say that business generally 
bee — aware of it very promptly and reacted very promptly. 

Mr. Goipsrerx. What other efforts did you make to advise small 
business of this June 4 decree, other than by releasing it to the news- 
paper ¢ 
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Mr. Woopsinr. I am not familiar with any efforts taken other tha: 
that. 

Mr. Goupsrern. In other words, so far as you know, only a press 
release went out / 

Mr. Woopsipe. As far as 1 know; yes, sir. 

Mr. Gotpsrein. It would depend, (@) on whether or not a news- 
paper would print it, and (4) on whether or not the small-business 
man happened to have time in the morning to read his paper on h 
way to work. 

Mr. Woopstpr. I don’t know whether the Department of Commerce 
gave publicity to that through its field offices around the country or 
not. 

Mr. McCutxiocu. Mr. Woodside, have you received any complaints 
referring to this cut-off date ? 

Mr. Woopsipr. I personally have not. Frankly, I have been a little 
away from this work for the last 2 weeks, and I am not in a positio. 
to sav ef my own knowledge whether there have been any complaints 
or not. 

Mr. McCcutzocu. Do you know from hearsay whether there have 
been many complaints ? 

Mr. Woopstpe. No, sir. 

Mr. MeCutiocn. About how long in your opinion would it take to 
process this backlog of applications that are now on file? 

Mr. Woopsipr. That’s a very difficult question to answer, sir. We 
have processed to date a little over 3,000 cases. There were two 
periods in which we received very large numbers of applications. The 
first period was the week or 10 days preceding March 23, which is the 
statutory deadline, being 6 months after the enactment of 124 (a). 
And then this cut-off of June 15. In the first period I think we re 
ceived in the space of about 10 days something like 4.000 applications. 
In the period following this release we received, I think it was, some 
thing in the nature of 2,000 applications. In other words, there wer 
roughly 6,000 applications. About half of those we received were 
received during these short intervals of time preceding either a statu- 
tory deadline or an administrative deadline. 

On the other hand, our rate of certification has stepped up consid 
erably in recent weeks, partly because of the fact that this programing 
that you speak of in some areas has finally come to a point where yor 
could see your way as to what should be done. It is our hope that 
within the next month or 6 weeks that we can move these cases ver) 
rapidly. But I would hesitate to make a guess as to when we would 
have worked our way through this number of cases to the point of 
being able to consider as a general proposition those filed after 
June 15, 

Now you understand that the June 15 deadline is not going to affect 
cases where there are urgencies involved, due to the military, 

Mr. Gorpstern. What about urgencies provided for by the statute 
itself, which says specifically that there shall be expeditious handling / 
Now do you have any way of earmarking the applications, eithe: 
those prior to or subsequent to June 15, so that you know that thes 
are small-business applications which the Congress has directed be 

handled in an expeditious manner ? 

Mr. Woopsipr. No, sir: and we have not attempted to handle the 

‘ases on that basis as a general proposition. 
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Mr. Gorpstern. But you have testified, have you not, that you 
understand that you are bound by the provisions of 701 (b) (1V) of 
the Defense Production Act? 

Mr. Woopsipr. That is right. 

Mr. Goupstery. Then would you try to explain to us how you cannot 
have any special procedure for expeditious handling and still be bound 
by 701i (b) (1V) ¢ 

“Mr. Woonsiwe. I think, sir, there is an overriding consideration that 
has to be kept in mind, and that is the end objective that we are shoot- 
ing for here. 

The primary purpose of this whole operation is to get expansion of 
capacity as needed in the national interest, the national defense. So 
rather than starting out with the proposition thet we will pick types 
of companies to certify, we start out by picking types of products to 
certify, products of facilities to certify. Then in that area we make 
every effort to follow the admonition of the statute. 

Mr. Goupstrrx. The Congress has set forth a definite policy which 
it believes consistent with the best national interests in our mobiliza- 
tion program. It is a specific directive as to the handling of small- 
business applications. Now can you give me the statutory authority 
which permits the viewing of this overriding objective at the same 
time you disregard what Congress considers as one of the objectives 
of the Defense Production planning ¢ 

Mr. Woopstpp. Well, I think the : sense of the policy statement in the 
Defense Production Act—that the expansion of capacity needed in 
the interest of national defense—is the prime job. 

Mr. Gotpstern. All right, sir. 

Mr. Lane. Mr. Woodside, how many applications would you say 
approximately were pending up until that cut-off date ¢ 

Mr. Woopsipe. I am sorry, I don’t have it. 

Mr. Lane. Can you give us any idea’ You said you have already 
processed about 3,000. 

Mr. Woopsipr, Probably around 7,000. 

Mr. Lane. Thank vou. 

Mr. McCuintocn. I understood you to say, Mr. Woodside, that this 
administrative deadline was not absolute and final. 

Mr. Woopstpe. That is right. 

Mr. MeCutnvocn. And you could accept and process applications 
that involve defense matériel, and so yeiapt 

Mr. Woopstpr. Yes, sir. In fact, we accept them. Anything that 
is filed, we accept. We pass them on to the delegate agencies. All that 
release means is that it’s an indication to a person who files after June 
15 that there are people ahead of him, and that we are going to make 
an effort to deal with those who have been in here, many ‘of whom have 
started, before moving into these later cases. 

Now that is a general policy. There will be exceptions, depending 
upon the circumstances, the urgencies from the point of view of 
national need. 

Mr. McCuniroca. Would it be your opinion then if small business 
would file such an application of an urgent nature that it would serve 
a useful purpose—from the standpoint of that applicant—that he be 
very concerned, and that he follow very closely the processing here in 
Washington, or where your administration and others that are in- 
volved, see that it has the attention which it deserves ¢ 
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Mr. Woopsipr. The way it works in practice is that when a busi- . 
nessman, either large or small, files an application which has, for 
example, some pretty direct connection with the military, or some di- 
rect connection with a contract problem of the military, he makes a . 
point of calling that to our attention. At about the same time the n 
Munitions Board will do the same thing, or the Air Corps or the Army 
or the Navy. When that occurs that case will in all likelihood be 
processed just as quickly as we can reach the determinations that have 
io be reached on it. 

Mr. McCutsocu. But it has been my experience, Mr. Woodside, in 
a number of instances, that there seems to be a propensity on the part 
of some applications to become lost or mislaid or not receive attention 
if they are not closely followed. ‘That is a personal experience of 
representatives of some small businesses which do not have full-time 
representatives in Washington. Ll want the record very clear about 
that so that small business will know just what their status is and 
what they must do to see that that kind of an application receives 
atention all along the way to which it is entitled. 

Mr. Woopstpr. Yes, sir. : 

The Cuatman. I think this would be a good point to adjourn this 
meeting before the House meets. | 

Mr. Goxpsrern. Just one question to clarify. When you spoke : 
about the military bringing procurement contracts to your attention, 
that only related to prime contracts. There is no way they can tell 
you about the subcontractors who may also be experiencing difficul- 
ties and on whom the prime contractor may rely? 

Mr. Woopsipr. That is generaly so, although we have had instances 
where the military expressed an interest in the subcontractor. 

Mr. Goxpsrern. But you recognize there are thousands of subcon- 
tractors, and you got a very bare picture, a very sparse picture of 
their problem. 

Mr. Woopsipe. That is right. 

Mr. Srevens. Mr. Chairman, is Mr. Woodside coming back? 

The CrarrMan. Yes. 

Mr. Woodside, you will return tomorrow morning at 10 o'clock 
to conclude your testimony. 

Mr. Woopsipe. If you wish it. 

The Cuarrman. Mr. Creedon, we are sorry we could not reach you 
this morning, and we presume that you will return here at 10 o’clock 
tomorrow morning. We regret that we have inconvenienced you, but 
this testimony is very, very important. 

There will be received in the record the Defense Production Admin- 
istration directive concerning application of certificates of necessity, 
dated June 4, 1951, and the letter from the law office of Boss & Wachtel, 
dated June 28, 1951. 

(The documents referred to follow :) 





Exnuisit No. 68 
DEFENSE PRODUCTION ADMINISTRATION 
DPA—54-—APPLICATIONS FOR CERTIFICATES OF NECESSITY 
Advance release for morning papers, Monday, June 4, 1951 


The Defense Production Administration announced today that applications 
for certificates of necessity for certain types of industrial expansion filed after 
June 15 will not be considered by the National Production Authority, United 
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States Department of Commerce, except in urgent cases, until after the present 
backlog has been processed. 

Edwin T. Gibson, Acting Administrator of DPA, took this action on the 
recommendation of Manly Fleischmann, Administrator of NPA. Responsibility 
was delegated to NPA for reviewing and recommending action on certificates of 
necessity applications for expansion of productive facilities for basic materials 
such as steel, aluminum, and other metals, chemicals, pulp and paper, textiles 
and other products. 

Other delegate agencies for handling applications for industrial expansion 
under the accelerated tax-amortization program besides NPA are the Depart- 
ment of the Interior, with respect to petroleum and gas, ores, and minerals, 
electric power, solid fuels and fisheries; the Department of Agriculture, for 
facilities to process food and other agricultural products, and the Defense ‘Trans- 
port Administration, for transportation facilities. 

As of May 25, a total of 9,153 applications had been referred by DPA to dele- 
gate agencies. Of this number, 1,750 had been approved, for a total proposed 
investment of $5,992,007,000 in expansion of industrial facilities needed for the 
defense effort. A total of 502 applications had been denied, and 7,051 were still 
pending review by delegate agencies, 

DPA will continue to accept applications for certificates of necessity after 
June 15, Mr. Gibson said, but action on those referred to NVA after that date 
will be deferred to permit expediting of those received on or before June 15. 
NPA will continue, however, to give special attention to applications involving 
urgent defense installations. 

In the 7 months since the first applications were received, Mr. Gibson said, 
both large and small businesses have had opportunity to submit their applica- 
tions for certificates of necessity. The task now is to process all applications on 
hand, he explained. 

In many cases, he pointed out, the delegate agencies must spend considerable 
time in assembling the basic data needed to review applications, including the 
defense need for the proposed expansion in each instance, the relation of the 
expansion sought to existing conditions in the industry, prospective requirements 
for defense programs and essential civilian requirements for defense-supporting 
programs in the light of existing or prospective shortages of products and 
facilities. 

Mr. Gibson stressed that the June 15 date applies only to applications to be 
reviewed by NPA. Those referred to other delegate agencies are not affected 
by this action. Mr. Gibson pointed out, however, that the Petroleum Administra- 
tion for Defense, in the Department of the Interior, several weeks ago discon- 
tinued recommending approval of certificates of necessity for basic expansion 
in petroleum refining facilities until after its backlog on hand as of April 30 
had been processed. 

This action by PAD was authorized because applications received by April 
50, if granted, would provide sufficient facilities to meet its program objec- 
tives for expansion of petroleum refineries, PAD is continuing, however, the 
DPA Administrator said, to process applications for facilities for producing 
specific military products such as aviation gasoline and aviaton alkylate, 
specific petroleum products needed in the mobilization program such as aromatics 
and butylenes, and basic expansion of other segments of the petroleum and gas 
industries such as oil or gas pipelines or storage facilities. 

The rapid tax amortization privilege was provided by Congress in the 
Revenue Act of 1950 in order to expedite the expansion of the Nation’s indus- 
trial strength by encouraging the investment of private capital in the expansion 
of facilities needed for the defense effort. 

The act permits certified companies to depreciate, for tax purposes, a 
designated percentage of the cost of their new facilities over a five-year 
period. Prior to passage of the act, the normal period of depreciation was 
20 to 25 years, depending upon the life usefulness of the facility. 

The first applications for necessity certificates were filed with the National 
Security Resources Board on October 30, 1950. On January 25, 1951, this fune 
tion was transferred by Executive order to the newly created Defense Produe- 
tion Administration. 








642 STUDY OF MONOPOLY POWER 


ExHisit No. 69-A 


Law OFFICES OF Boss & WACHTEL, 
Washington D. C., June 28, 1951, 
Mr. Epwin T. Ginson, 
Assistant Administrator, Defense Production Administration, 
Washington, D. C. 

My Dear Mr. GinSon: This office represents a number of small-business enter 
prises in various parts of the United States who have authorized us to write yo 
on their behalf. (If the names of these compaies are required we shall be glad 
to furnish them to you.) 

We have noted with interest and considerable concern your announcement of 
June 4, 1951, that applications for certificates of necessity for industrial expan 
sion filed afier June 15 will not be considered by the National Prodnetion An 
thority, except in urgent cases, until after the present backlog has been prox 
essed. You announcement states that as of May 25 a total of 9,155 applications 
had been referred by DPA to delegate agencies, 1,570 of these had been approved, 
502 had been denied, and 7,081 were still pending review by delegate ayencie: 
(It is interesting to note that the bulk of those approved were for those companies 
generally characterized as “big business.” ) 

in our view, your procedure in deferring action on those applications filed 
after June 15 is a body blow to small business particularly with regard to its 
participation in the defense program. It is common knowledge that in the search 
for Government subcontracts or commitments to permit his participation in 
the defense program, the small-business man has been compelled to “beat the 
bushes,” to search out the areas of activity in which his experience and know 
how can be utilized. Up to now, as you are well aware, the participation of 
small business in the defense effort has by no means been as substantial as it 
should be. Now, at the precise time when small companies are beginning to 
roll in high gear and are ready to make contracts that in many instances require 
plant expansion, they are halted in their tracks by the announcement that their 
applications filed after June 15 will be delayed indefinitely unti! all prior 
applications are processed, Such action destroys not only the incentive of many 
of them to assume the obligations of undertaking Gove®nment work where plant 
expansion is essential, but in many cases makes it financially dangerous to do so 

In contrast to the injury which wil) result to small businesses from the appli 
eation of your bar order, big business appears to have nothing to lose. It is a 
well-established fact that these large companies not only have the bulk of 
Government contracts but were among the first to file applications for necessity 
certificate in connection with the completion of such contracts. Again the 
smaller and independent businessman finds himself unable to make any plans 
for expansion or conversion to defense production and is also denied the right 
to obtain goods and materials to stay in business because of the critical demands 
for such goods in the defense effort. The net result is to give big business the 
opportunity to grow even bigger and stifle not only growth but even limited 
competition by smaller concerns. Concentration of power and wealth is fos 
tered and monopoly stimulated. 

We therefore respectfully request that you reconsider your order that applica 
tions filed after June 15 will be delayed in process, at least to the extent of 
earving out an exception for applications covering small businesses based upon 
some criterion such as the number of employees or the dollar volume of business 
In our judgment relaxation of your prohibitory order will be a real boon to the 
sinall-business nan with a consequent stimulus to our defense effort . 

Very sincerely yours, 
I. H. WACHTEL. 





Exuteir No. 69-B 
Law Orrices or Boss & WACHTEL, 
Washington, D.C., July 9, 1951. 
Hon. Ernest E. GOLDSTEIN, 
General Counsel, Subcommittee on Study of Monopoly Power, 

House Office Building, Washington, D. C. 

My Dear Mr. GoLpstTeEIn: I transmitted to you a copy of a letter which this 

office had written to Mr. Edwin T. Gibson, Assistant Administrator, Defense 
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Production Administration, on June 23. I thought you would be interested in 
reading a copy of the reply which we have received. 

We do not quite agree with the views expressed by Mr. Fleischmann and 
propose to write him further with regard thereto. As soon as we have done so, 
we Will send you a copy thereof. 

With kindest regards, I am, 

Sincerely. 
I. H. WAcHTEL. 





Exutisir 69—-C 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, D. C., July 6, 1951. 
Mr. I. H. WACHTEL, 
Boss & Wachtel, 
917 Fiftcenth Street NW., Washington, D.C. 

Deak Mr. WACHTEL: Mr. Gibson has asked me to reply to your letter of June 
23, copy of which was forwarded to me with your letter of June 25. 

Iam not of the opinion that the decision to postpone consideration of appli- 
cations for tax certificates until current backlogs have been processed is, in 
itself, contrary to the interests of any small business. I note that you have con- 
sidered the fact that urgent cases would be recognized as an exception to the 
ruling. That exception would certainly permit the prompt attention of the 
agencies to any situation of real distress. 

The policy of these agencies has been to offer incentives for the expansion of 
material production and of transportation. This same policy has resisted expan- 
sion in the fields of fabrication and processing until such time as it is demon- 
strated that all idle plant capacity has been reasonably used. 

I am sure that you will agree that the field of material production is one 
occupied almost exclusively by larger operations. Smaller companies tend to 
find themselves engaged in processing and fabrication. 

It seems to me, therefore, that the interests of smaller companies are best 
served with an increased supply of basic material, properly and efficiently trans- 
ported to the point of its end use. The same interests are served by an enlarged 
use of all plant facility and a restriction of expansion of fabricating and proc- 
essing plants until such time as the new-material production shall have come 
into the market in sufficient quantities as to create a change in the present 
situation. 

I trust that the above discussion will clarify our position and that you may 
find yourselves in agreement with the same. 

Sincerely yours, 
MANLY FLEISCHMANN, Administrator. 


The Cuainman. We will stand in recess until 10 o’clock tomorrow 
morning. 

(Whereupon, at 11:55 a. m., the subcommittee recessed until 10 
a.m.. Friday, June 29, 1951.) 
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FRIDAY, JUNE 29, 1951 


Hlousr or REPRESENTATIVES, 
SprciAL SUBCOMMITTEE ON THE Srupy or Monorory 
Power or THE COMMITTEE ON THE .J) UDICIARY, 
Washington, D.C. 

The special subcommittee met, pursuant to adjournment, at 10:05 
a.m.,in Room 346, Old House Office Building, Hon. Joseph, R. Bryson 
presiding. 

Present: Representatives Bryson (presiding), Lane, Wilson, Willis, 
McCulloch, Goodwin, and Hillings. 

Also present: E. Ernest Goldstein, general counsel to the subcom- 
mittee; John Paul Stevens, associate counsel, representing the minor- 
ity; John F. Woog, assistant counsel; Dr. Meyer Jacobstein, Library 
of Congress; and Eileen R. Browne, clerk. 

Mr. Bryson. Gentlemen, we will come to order. 

Mr. Woodside, will you come around and resume your statement ¢ 


TESTIMONY OF BYRON D. WOODSIDE, DIRECTOR, BUSINESS EXPAN- 
SION DIVISION, DEFENSE PRODUCTION ADMINISTRATION— 
Resumed 


Mr. Goupstreixn. Mr. Woodside, before coming to our last series of 
questions, there are one or two things that I should like to clarify and 
that Mr. Stevens would like to clarify, if we may. 

You were present the other day, were you not, when Mr. Lane of 
the Lane Co. of Altavista, Va., testified / 

Mr. Woopsipe. Yes, sir. 

Mr. Goipsrern. And you heard Mr. Lane testify, in essence, that 
while he was heading the Small Business unit at NPA it was his 
understanding that there was no program for tax amortization certifi- 
cates, particularly insofar as it referred to small business ¢ 

Mr. Woopsipe. I heard his statement in that respect. 

Mr. Govpsrern. Was that in your view a correct statement of the 
facts? 

Mr. Woopsipr. That’s a double-barreled statement, sir. 

Mr. Goupstern. All right, sir. 

Well, comment as you will. 

Mr. Woopsipe. I think that the impression that may be abroad that 
there has been a complete lack of programing in the process of certi- 
fication is erroneous, although, as I said yesterday, it has not been 
possible to have the same degrees of programing throughout the 
process. 
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The Program and Requirements Division of DPA and the various 
industry sections of NPA and the other delegate agencies have con- 
stantly been attempting to match the applications for certification 
against estimates of capacity, estimates of requirements, and esti- 
mates of what the applications before us would produce. 

Now, to the extent that the small-business aspect of that enters 
the picture, it depends in a large measure upon the area in which you 
are working and the industry involved. 

I cannot say that there is a definite program in the sense that you 
attempt to deliberately pick the smaller companies in an area and 
deal with the first; but certainly every effort is made when, as we 
approach each area of certification to make sure that as near ly as you 
can companies of different sizes participate in the certification pro- 
gram that you are working on. 

Mr. Goupsrrin. Is it substantially your position, then, that Mr. 
Lane’s testimony represented an oversimplification or too much of a 
generalization on the particular problem ? 

Mr. Woopsipr. I would say definitely it was an overgeneralization 
and probably an oversimplification. 

Mr. Gotpsrerx. Then, sir, Would you explain to the subcommittee 
how it happens—and I am referring to your testimony now about Mr. 
zine—how it happens that the Attorney General, as expressed in 
his two reports—December 7, 1950, and subsequent report of April 
30, 1951—and Mr. Fleischmann in his testimony, which we dis- 
cussed yesterday, and the Assistant Attorney General in charge of 
the Antitrust Division, whose testimony we discussed yesterday, and 
Mr. Lane are all suffering from a lack of information as to pro- 
graming ? 

I take it that your position, as the record shows, is that the state- 
ments they made on first come first served, and on a lack of pro- 
graming represent something divergent from your views on the sub- 
ject. I wondered how you could acount for the fact that people in 
the position of the Attorney General and the Administrator of NPA 

vere so woefuly lacking in the information which you seem to have. 

Mr. Woopstpe. Well, first let me say, it is my feeling that many of 
these statements to which you refer have been in the nature of ad- 
monitions and in the nature of expressions of philosophy as to how 
this thing should be done, and it is pretty hard to disagree with them. 

Mr. Goupsrern. Let’s take it specifically. Mr. Fleischmann’s state- 
ment of March 19, 1951, before the Joint Committee on Defense Pro- 
duction is as follows, and does not appear to be in the form of an ad- 
monitory statement: 

Now, as to why the big ones generally have it instead of the small ones, that 
is purely due to one single factor. The big companies, due to the great ad- 
vantages of engineering and know-how that they have, were, as far as time was 
concerned, the first ones to come in to apply for amortization. It was obviously 
in the interest of the war effort, if you were going to use the amortization statute 
this way, to go ahead and process these as they came in. 

Now, the Assistant Attorney General, Mr. Morison, who testified 
at page 224 before this subcommittee, specifically stated that there was 
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Now, neither of those represent admonitions, do they? They are 
merely statements. 

Mr. Woopsine. I think that is probably so. 

Mr. Gotpsters. And you did testify yesterday, did you not, that 
neither of those statements were in your opinion accurate reflections 
of the facts? 

Mr. Woopsine. That is right. 

Mr. Gotpsrern. Well, now, let us return again and see why it is 
that Mr. Fleischmann—leaving out the admonitions of the Attorney 
General—Mr. Fleischmann, Mr. Lane, and Mr. Morison all are so 
woefully ignorant of facts which you seem to have particular know- 
ledge of. 

Mr. Bryson. I believe vou testified yesterday that you maintained 
friendly liaison rel: memeage with the Justice Department. 

Mr. Woopswe. Yes, si 

Mr. Bryson. I reme lve you stated that. 

Mr. Woopsipr. I think there may be a number of reasons why those 
gentlemen had an impression which led them to make statements of 
that nature. 

There has been a tendency, I think, on the part of the press to give 
publicity to the big-name companies. Your financial papers will 
usually deal with the listed companies. Some of the activities of the 
larger companies are more spectacular than others. 

But as you take the list of cases that are certified week by week, 
there may be a case or two on there which represents a leader in a 
particular industry or a couple of them that represent leaders, who do 
have local representatives who keep a close eve on the progress of cases. 

But the thing that has impressed me throughout this operation has 
been the ferqueney with which companies appear on these lists you 
never heard of. They are scattered all over the face of this country, 
in towns and in cities that are removed from the centers. You don’t 
hear about those. 

Mr. Gorpsterx. Do you think that it might be wise for DPA to in- 
stitute some educational program for the benfit of the Administrator 
f NPA and for the benefit of the Assistant Attorney General 
they will have the facts ? 

I am working on the assumption that you seem to give the subcom- 
mittee in your last statement that they were dependent upon reading 
Various morning newspapers about w hat is happening in tax amortiza- 
tion. I was thinking in terms of a more direct statement so you could 
advise the Attorney General and the Administrator of NPA a little 
more fully on the facts which they seem to be getting from newspapers 
and not from DPA. 

Mr. Woopsipr. Beginning with about 2 to 214 months ago, just as 
soon as arrangements could be worked out with the Bureau of the 
Census, we have had prepared, published, and distributed to most of 
the interested agencies of government lists of the applications that 
have been received by DPA, by name of companies, by order of filing, 
by commodity classifications, 

We have also distributed to those same persons at intervals lists 
of cases which have been certified, and denied. 

I think that careful scrutiny of those lists would not snpport the 
conclusions which you gentlemen have before you there. 
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Now, I agree that you can pick out instances where perhaps what 
they say is absolutely so, but I think that as a general proposition, 
based on my familiarity with these cases from the very beginning as 
they have been processed week by week, there are just any nuwuber 
of them who are small companies. They were in the effort before, and 
they realized that they would probably be called on again. There 
are far more cases certified as to which we never see nor hear from 
the press than some of the cases which have attracted a lot of atten- 
tion where there have been rather vigorous representations. 

Mr. Srrevens. Mr. Woodside, I would also like to ask vou a few 
questions on this first-come first-served problem. 

Mr. Woopsipr. Yes. 

Mr. Stevens. I believe you indicated that, as far as possible, you 
have tried to act on an industry-wide basis. 

Mr. Woopsipr. Yes, sir. 

Mr. Srevens. I was wondering, when you take action on a num- 
ber of applications affecting a particular industry, are you not neces- 
sarily limited by the applications which have been filed / 

Mr. Woopsipe. Yes, sir. 

Mr. Srrevens. So that, might it not be possible that at a given time 
when you felt it appropriate to take action affecting one industry that 
the applications on file might in fact be from the larger concerns in the 
industry and at that time the smaller companies had not yet filed an 
appropriate share of applications ¢ 

Mr. Woopsipe. In general, the way that is worked is something like 
this, and I think I touched on it yesterday : We have approached the 
problem from an industry point of view, and we began with those basic 
raw material production facilities, as to which “there could be no 
doubt as to the need and no doubt as to the magnitude of the need, 
although you might not have had a precise final target at the time you 
acted, as with the situation in steel. 

But as we have gone through this operation month by month and 
reached out into other fields, it is true that you deal with the problem 
of what you have before you at the time. But in any instance where 
it appeared that the applications before us would produce an increase 
in productive capacity short, far short, of what we knew would be 
required, we thought that it was a proper action in the interest of 
getting this job done that we go ahead and certify to the extent that 
we could, right across the board. 

Now, where we ran into a situation where the applications before 
us approximated or exceeded the estimated requirements—and that 
has occurred in only one or two instances so far—we have delayed, we 
have held the program up until we could get a firm sight on it. That 
has been one of the reasons for some of the ¢ omplaints about the delay 
in moving cases. We have attempted not to go forward with certifi- 
cation of cases "piecemeal where it appeared that there was some 
doubt as to whether the applications before us might exceed the nec- 
essary expansion. 

Mr. McCutirocn. Well, I think that is the proper procedure. We 
do not want in this country excessive production facilities. 

Mr. Woonsine. That is right. 

Mr. McCutsocu. Particularly when there is such a short supply of 
building materials and scarce metals, and so on. 
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Mr. Woopstvr. That is right, sir. 

Mr. Stevens. Do you ever solicit applications in any way ? 

Mr. Woopswr. To my knowledge DPA has not. I cannot speak 
for all the delegate agencies. I think that in certain areas there has 
been solicitation. I think there has been a considerable degree of ac- 
tivity on the part—by way of illustration—of the Defense Minerals in 
attempting to get new producers in the basic aluminum field, But the 
extent of those activities, I am not prepared to testify to, sir, 

Mr. Srevens. Taking the two situations—first, the situation in 
which you feel it is appropriate to take action when the pending appli- 

cations are less, and obviously less, than the total amount which is to be 

granted, and second the situation where you have more applications 
than you will grant—in the first situation, I take it, if there was a pre- 
ponder ant number of applications from large and dominant concerns 
in the industry it would be possible for you to go ahead and certify as 
co them, thinking that you had additional reserve capacities which 
you could use to spread ‘the industrial base, so to speak. 

Mr. Woopsipr. That is entirely possible. 

Mr. Srevens. Would you think there have been instances where, 
acting on an industry-wide basis to the extent that you could, that is, 
limited by those which are on file in those situations, vou may have 
given a greater percentage to large concerns than their percentage of 
existing capacity might represent ? ¢ 

Mr. Woopsine. I am not in a position to answer that question pre- 
cisely because the data that would be required for a clear-cut answer I 
don’t have before me, and it would take some time to get it. 

I know that in certain instances the relative position of the leader in 
the industry has dropped materially. In other cases I expect you 
could find situations where either could have happened. 

Mr. Srevens. Turning to the second situation where the pending 

applications would exceed the amount which vou think you would 
eventually certify—supposing that situation occurred, say, as of today, 
and that the applications filed prior to June 15 had represented pre- 
ponderantly the larger concerns, would you, before taking action 
in that industry, give consideration to the applications which were 
filed subsequent to the cut -off date of June 157 

Mr. Woopstpr. I think as a matter of policy we should, and every 
effort ought to be made to make certain im a situation like that that 
you have every opportunity to give consideration to all the applicants, 
while having in mind the relative position of some of them. 

Mr. Stevens. Have there been any declarations of policy which 
are in line with what you have just stated as to the June 15 cut-off 
date? 

Mr. Woopsinr. I don’t believe so, because I don’t believe we have 
come up against that problem yet. There are maybe two or three 
areas at the moment where we are struggling with the problem of 
what to do in a situation where it looks like we have more in the way 
of applications than we think we will need. In those areas we have 
held up certification pending a review of capacity, requirements and 
estimates of the level of operations. 

Mr. Stevens. Then, I take it, it might be true that you would 
consider applications filed after June 15 for reasons other than the 
fact that they were in an emergency area ? 
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Mr. bse I think that is right. 
Mr. Stevens. In other words, for this reason we have been talking 


ubout ? 
Mr. Woonstpe. Yes. 
Mr. Srevens. Turning toa slightly different phase of this problem 


of acting across the board, I believe you indicated that it is your 
feeling that, generally speaking, there has been a fair distribution 
of the certificates among the various segments of the industries which 
you have affected ? 

Mr. Woopsipe. That is my impression, sir. 

Mr. Stevens. Now, I believe you have also said that before acting 
you make a very careful attempt to find out what the total existing 
capacity is in the industry so that you can tell how much additional 
capacity should be authorized. 

Mr. Woopsipe. Yes, sir. 

Mr. Stevens. Now, do vou also ascertain in connection with that 
inquiry how that existing capacity is distributed among the existing 
producers? For example, do you make any effort to find out that 
A Company has 30 percent of existing capacity, B, 20 percent, and 
so on down, and the remaining 30 or 40 percent might be distributed 
among very small concerns ¢ 

Mr. Woopstper. In some areas, aluminum, for example, steel, it is 
very easily determinable what the relative position is in basic cate 
gories. In other cases it is not. 

Mr. Srevens. First of all, if we might take an area where it is easily 
determinable, do you so determine 4 

Mr. Woopsipr. T wouldn’t say DPA does. We expect that the in- 
dustry’s specialists in the operating agencies have that information 
and keep it in mind where it 1s available. 

Mr. Stevens. Well—— 

Mr. Woovstpr. And frequently they call to our attention the fact 
that “Here is a situation in which a very large percentage of an in- 
dustry is in the hands of one company.’ 

Mr. Srevens. I take it, then, as a general rule DPA itself does not 
always do that, that is, find out how the existing capacity is distrib- 
uted among—— 

Mr. Woopstpr. As between companies? 

Mr. Srevens. As between companies. 

Mr. Woopsipe. We do not always do it; no, sir. 

Mr. Srevens. Where you do have that information, do you mak 
any attempt to compare the percentage of existing capacity with th 
percentage of the total amortization certificates which you are allow 
ing toa givencompany? That is, if 40 percent of the total new capac 
ity goes to one company, do you compare that percentage with the 
percentage which that one company already has of existing capacity ‘ 

Mr. Woopsipr. We have done that in certain instances. There is 
one category of cases being held up now because of this general prol 
lem that you speak of—where applications have been filed by one 
company. It happens to be a fairly large company in the industry. 
It is for expansion of capacity for the same product in two different 
locations. It is an area in which it looks as though we may have mor 
than we need. 

One of the problems that we are trying to work out in that category. 
which, as I say, is being held up—one of the problems that we are 
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trying to work out in that category is the question of whether that 
company should get more than one in light of this over-all situation. 

Mr. Srevens. Do you think that you can make an accurate deter- 
mination of the effect of the program on industry without conspar- 
ing in this percentage fashion the way you are distributing certifi- 
cates among applicants with the way the existing capacity is distribut- 
ed among the larger members of the industry ? 

Mr. Woopsiwr. I would say under ideal conditions it would be—as 
a matter of philosophy and theory it would be desirable to attempt 
to do this thing in such a way that you disturb not at all the relative 
position of companies within the industry area. 

Mr. Srevens. Would you say, if you would have a very small com- 
pany which had maybe one-tenth of 1 percent of the total existing 
capacity, that that should mean they would have no more than one- 
tenth of 1 percent of the new capacity ¢ 

Mr. Woopsipe. No. 

Mr. Srevens. Your comment is directed to larger concerns / 

Mr. Woopswwr. The broad picture. 

If you had the data and the time, and you could be sure of the situa- 
tion, I think that would be the ideal way of approaching it. The 
facts of life are such that it is pretty difficult to refine it to the extent 
that your question suggests. 

Mr. Srevens. Do you not deal with a relatively few basic industries, 
and would it not be possible within those industries to find out what 
the rank and percentage status of each of the major companies is, and 
have this material readily available for you ¢ 

Mr. Woopsipre. It would be possible to have that in many industries. 
By way of illustration I can mention one where I have seen the figiires 
from the operating agency. IL refer to petroleum. They are con- 
stantly scrutinizing the certification of not only the basic refining 
facilities but the other types of facilities that are used to produce end 
products. And the last tabulation I saw showed that among the 
refiners the smaller ones had improved their position on the basis of 
certification, had improved their position by several percentage points 
in relation to the larger ones. 

Now, that is on the basis of certification. You never know at the 
time you certify a case whether all of them will go forward and 
actually construct what the application relates to. But assuming that 
they do, then those figures would indicate that at least in that industry 
the small refiner, as a result of this operation, has enjoyed a small 
relative improvement. 

I think that is true also in the steel industry as a general proposition, 
which I mentioned yesterday, I think. The No. 1 steel com- 
pany has dropped—this is roughly now—has dropped something like 
from 33 percent of the total ingot capacity to somewhere around 25 
or 26. 

Now, I can’t tell you what the relative position of Bethlehem and 
Republic and on down the line is in relation to what it was before, but 
if you look at the certifications on the steel industry, particularly that 
first list which has been commented upon many times, that first list of 
steel cases excluded the two big ones and it included a great many 
small companies. 

_ Mr. Winson. Mr. Woodside, right there. Your most important task 
is to get critical items, is it not? 
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Mr. Woopsipr. Yes, sir. 

Mr. Witson. And the most important task would not be to see that 
some company did not get one-half of 1 percent more than it ought 
to have, compared to the rest of the industr vy? 

Mr. Woopsipe. That is right. 

Mr. Witson. But it is to get some stuff that we can use in ease of 
war? 

Mr. Woop:tpr. That is right, sir. 

Mr. Witson. That is the main thing? 

Mr. Woopsipr. Yes. 

Mr. Bryson. In the minimum time. 

Mr. Woopsipr. That is correct. 

I think that these questions and my answers to them relate to a re- 
finement of the operation. 

Mr. Stevens. Of course, everything must be consistent with the 
overriding policy to get the material as expeditiously as possible? 

Mr. Woopsive. That is right, sir. 

Mr. Stevens. Just one other question, then, Mr. Woodside. Would 
you say that with respect to the general problem of increased con- 
centration of economic power as distinguished from the small busi- 
ness problem—a slightly different emphasis between this subcom- 
mittee’s primary interest and the primary interest of the Small Busi- 
ness Committee—would you say that if additional capacity authorized 
for a dominant concern represented a smaller percentage of the total 
new capacity in that industry than the existing capacity of that partic- 
ular concern represented to the total existing capacity—to give a 
particular example: If Company A already has 40 percent of capacity, 
and if it gets less than 40 percent of the new authorization, would 
you Say that insofar as the authorizations relat ing to that company are 
concerned you are not in your program fostering an increase in 
economic concentration ¢ 

Mr. Woopsipe. On the face of it, it would appear that you probably 
are not. Whether you would, in fact, be doing that you can’t tell, 
and you wouldn't be able to tell until some future date because you are 
dealing with companies and capacities. It may very well be that the 
40 percent company that you refer to gets a 10 percent increase in 
capacity in relation to somebody else may still be the best, the most 
efficient, or retain a position postemergenc) y which leaves it in a domi- 
nant position. I mean there are limits in which you can operate in 
this thing. 

Mr. Witson. I was going to say that efficiency in operation would 
contribute largely, or to quite an extent, as to whether or not a partic- 
ular company would have the more dominant position in the isidubtey.. 

Mr. Woopstpr. That is right. 

Mr. Srrvens. I was wondering, Mr. Woodside, insofar as you have 
any rule of thumb about trying to say how much a percentage should 
vo to A rather than B among the larger companies, and leaving out 
for the moment the overr iding consideration of getting the material, is 
it your general rule of thumb, insofar as you have one, to try to keep 
a larger company from getting a larger percentage of new capacity 
that it already has of existing capacity ? 

Mr. Woopsive. Our approach hasn't been that, sir: no, sir. 
Mr. Goupstreixn. Mr. Woodside, will you explain whether or not— 
Mr. Stevens. Did you complete your answer, Mr. Woodside ¢ 
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Mr. Woopsipe. I was going to say a little more. 

Mr. Stevens. Could he just finish ¢ 

Mr. Gorpsretn. Of course. 

Mr. Woopsipr. The applications, as they are filed with us, repre- 
sent the plans of companies for expansion in terms of productive capac- 
ity, and we are concerned with productive capacity, again, so long as 
we are well within the requirement. 

It is a little difficult, I think, to envisage the tax amortization pro- 
vram as a means of control of whether company A gets an increase 
in capacity, say, of 100,000 units or 125,000 units, because the company 
is coming in with a request for amortization on the basis of investing 
its own capital in an economic unit, and it is their judgment as to 
what isan economic unit for their business. So there is a very definite 
limitation upon the extent to which vou can use this device as a means 
of controlling or influencing or shaping the course of the expansion. 

You can do everything you can to avoid glaring inequities, you can 
try to keep the thing in balance, but tax amortization is not much of 
a means of controlling things. The most you can do is try to see to if 
that you achieve some sort of a rough justice in this thing, both in 
the matter of necessity, certifying whether you need it, and also on 
this matter of certifying as to percentages. 

This is not a means of controlling the economy of this country, 
it is a means of achieving an expansion of production, and within 
certain rather broad limits you do the best you can to do a fair job 
on it. 

Mr. McCutiocu. The question of controlling the economy of this 
country would become academic if we did not provide the material 
necessary to defend ourselves against aggression of every kind, would 
it not ¢ 

Mr. Woopstnr. That is the basic job: yes, sir. 

Mr. Gotpstern. Mr. Woodside, would you tell us specifically what 
theory of expansion DPA is following? Namely, is expansion limited 
strictly to military projects or to an expansion of the entire industrial 
capacity of the Nation’s economy, including civilian goods? 

Mr. Woopsipe. As I understand it, it is a double-barreled propo- 
sition. 

One: You want an expansion that will support a strong military 
effort, although at the moment I think that 1s conceived to be some- 
thing short of full mobilization. 

Two: You want a strong productive capacity to support to the extent 
necessary the military requirements of your allies. 

Three: You also want a strong civilian economy to back up the first 
two or three. 

Now, it depends upon whether you are thinking in terms of a partial 
mobilization or an all-out mobilization or war. It is difficult, one, 
to get estimates of military requirements. It is difficult, two, to get 
estimates of requirements that might be placed upon you by your 
allies. And, three, obviously the place where there is the most difli- 
culty is in the civilian requirement. But the expansion in general, I 
think it is fair to say that the expansion objective is to take care of 
your partial mobilization and put the country in a position to expand 
that productive capacity quickly in the event of full mobilization 
and still maintain a reasonably complete and sound domestic economy. 

Mr. Wilson’s office has issued policy directives from time to time 
which have said in the course of certifying these programs you will 
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undoubtedly come across some that may be desirable in the long run, 
but some of those things ought to be deferred in having in mind your 
present targets. 

Well, it is a difficult thing to give you a precise answer to that ques- 
tion, but in general an expansion sufficient to take care of a sizable 
military effort, and not to take too big a bite out of your civilian 
economy. 

Mr. Goupstein. Well, now, just for the purpose of clarification— 
when a certificate is granted, it is not normally the case that you grant 
100 percent amortization. In other words, you might certify 70 or 80 
or 65 percent of the facility for the accelerated amortization; is that 
correct 4 

Mr. Woopsipe. Yes. 

Mr. Goupsrerxn. Now, does the DPA generally make its own deter- 
mination as to this percentage of facilites to be granted rapid 
amortization ¢ 

Mr. Woopsine. No, sir. The way that works is something like this: 
DPA is the certifying authority and, as such, | suppose has the final 
responsibility for not only getting the job done but also for holding 
percentages within a reasonable limit. 

We are not in a position to staff up to do the technical job. We rely 
upon the delegate agencies. As I mentioned yesterday, every effort is 
made to utilize to the full extent the existing machinery of government. 

The way we worked the thing out is to attempt to reach decisions 
with the responsible officials in the delegate agencies as to the approach 
to be followed in certain categories of cases, and many of them fall 
within general categories. 

Once an agreement is reached as to how we think that should be 
done, the cases are then processed within that decision, within that 
agreement. 

As soon as we run into a case where a problem arises or where we 











approach a new field, where a decision hasn't been reached, we at- : 
tempt to have a conference, discuss the problem, see where we are 
going and arrive at a decision as to how those cases shall be certified. ie 
We spent a good many weeks; in fact, we spent several months . 
with Defense Electric Power, for example, trying to evolve a method F 
of treating power cases. . 
We spent quite a little time with Petroleum Administration for De- ; 
fense and with Defense Transport to arrive at a basis for proceeding. 3 
Variations from those principles are set aside and we discuss them 3 


with them. 5 
The most difficult problem is in the Department of Commerce be- : 
cause the Department of Commerce has a wide range of products and 
manufacturing processes, each of which presents a special problem. 
Your petroleum cases, your transportation cases, your power cases 
present industries in which you have excellent documentation, a long 
record of statistics. You have before you an operating record and 
growth trends and pretty nearly anything you need in the way of 
assistance to arrive at a decision. 
In the Commerce Department cases it is an extremely complex and 3 
difficult job because you are dealing with all kinds of manufacturing r 
operations and all kinds of facilities. Some of them fit within indus- 
try groups and some of them do not, But our approach: is to sit 
down and try to work the thing out in each major category with the 
responsible officials in the delegate agency, and in case of disputes be- 
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tween DPA and the delegate agencies the matter is referred to the 
Administrator, who either makes a decision himself or he may even 
take it up Ww ith Mr. Wilson. 

Mr. Gotpsterxn. Now, you mentioned several of the areas of juris- 
diction under the Department of Interior ? 

Mr. Woopsipe. Yes, sir. 

Mr. Goupstern. Now the subcommittee has been advised that the 
Department of the Interior has devised or is in the process of devising 
a formula for determining the percentage of cost to be subject to the 
rapid amortization. I wonder if you would care to comment on the 
efficacy of such a formula if lower percentages result from the applica- 
tion of that formula as compared with the percentages that have re- 
sulted in the cases of former certification. 

Do you follow the line of questioning ¢ In other words, if this 
formula results in a lower certification percentage, say, of 65 percent 
where heretofore it has been 80 percent, what will the result be or 
what will the effect be? 

Mr. Woopsipe. There have been proposals made from time to time 
by some of the personnel of some of the delegate agencies that this 
operation should be carried out on a formula basis, and efforts have 
been made to devise formulas that could be applied. 

This gets into a matter of philosophy, I suppose. It is my own con- 
viction that a formula is no better than the components of which it is 
composed, and this operation involves a judgment as to so many im- 
ponderable that I, for one, have refused to be a party to any formula 
approach in the certification problem. 

Now, I know that there is considerable opinion to the contrary. I 
don’t care personally what kind of an approach is taken, whether 
mechanical or otherwise, in the internal operation of a delegate agency 
in arriving at recommendations so long as I am not committed to the 
acceptance of a formula, and so long as the end result, which is the 
only thing I think is important, fits within the general pattern that we 
are try ing to arr ive v7 

My answer is that I don’t write the formulas, and I would not want 
to rely on them. 

Mr. Goupsrrern. Now, sir, passing to a new subject. NPA order 
M-4, as amended, provides, in section 5(f), for the granting of a 
certain exemption to holders of certificates of necessity or recipients 
of loans under section 302. This section exempts them from the 
necessity of applying for construction material priority ratings. 

I would like, Mr. Chairman, to introduce into the record order 
MH. 

Mr. Bryson. Very well. 
(The document referred to follows :) 


Exutsir No, 70 
TITLE 32A—-NATIONAL DEFENSE, APPENDIX 
CHAPTER VI—NATIONAL PROpUCTION AUTHORITY, DEPARTMENT OF COMMERCE 
[NPA Order M-—4, as amended May 11, 1951] 
M-—4 CoNsStrrRUCTION 


This order as amended is found necessary and appropriate to promote the 
national defense, and is issued pursuant to authority granted by section 101 of 
the Defense Production Act of 1950, In the formulation of this order, there has 
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been consultation with industry representatives, including trade association 
representatives, and consideration has been given to their recommendations. 
In the formulation of this amendment, however, consultation with industry 
representatives, including trade association representatives, was found to be 
impracticable due to the necessity for immediate action. 

This amendment affects NPA Order M—4 as amended May 3, 1951, as follows: 
It adds a new subparagraph (3) to paragraph (b) of section 5 and a new para- 
graph (f) to section 5, and it also makes certain changes in lists A and B. 


As amended, NPA Order M-4 reads as follows: 


RN 


‘What this order does. 
. Policy of the National Production Authority. 


3. Definitions. 

4. Prohibited construction. 

5. Exemptions. 

6. Authorization for certain construction. 

7. Multiple use of buildings, structures, or projects. 

8. Scope of this order. 

9. Prohibited deliveries. 

10. Defense against claims for damages. 

11. Applications for adjustment or exception. 
12. Communications. 
13. Reports. 
14. Violations. 
15. List A—Prohibited construction. 

16. List B—Construction where NPA authorization is required. 
17. List C—Additional construction where NPA authorization is required. 


AvuTHority: Sections 1 to 17 issued under sec. 704, Pub. Law 774, 8ist Cong. Interpret 
or apply see. 101, Pub. Law 774, 81st Cong.; sec. 101, E. O. 10161, Sept. 9, 1950, 15 
F. R. 6105, 3 CFR, 1950 Supp. ; sec. 2, E. O. 10200, Jan. 3, 1951, 16 F. R. 61. 

Section 1. What this order does. In order to further the purposes of the De 
fense Production Act of 1950 by conserving critical materials and services 
needed for the defense program, this order prohibits the commencement of 
construction of certain types of buildings, structures and projects unless specific 
exception is made, or authorization issued, by the National Production Authority. 
The order allows, within specified limits, small construction jobs, and neces 
sary maintenance and repair of buildings, structures or projects, and also 
permits, under specified circumstances, the restoration of buildings, structures, 
or projects in the event of a disaster, act of God, or an act of war. 

Sec. 2. Policy of the National Production Authority. In the event that in- 
creasing shortages cle: rly indicate the necessity for such action, in the national 
interest, the National Production Authority may further limit the commence 
ment of construction of additional types of buildings, structures or projects 
which do not support the defense effort, or increase the Nation’s production 
‘capacity for defense. 

Sec. 3. Definitions. For the purpose of this order: 

(a) “Person” means any individual, corporation, partnership, association, or 
any other organized group of persons, and includes any agency of the United 
States or any other government. 

(b) “Construction” means the erection of any building, structure, or proj 
ect, or addition or extension thereto, or alteration thereof, through the incorpo 
ration-in-place on the site of materials which are to be an integral and permanent 
part of the building, structure or project. 

(c) “Commence construction” means substantial site clearance (including 
demolition of buildings or structures), preliminary to the start of or incident 
to the work on a new building, structure, or project; or to incorporate into a 
building, structure, or project, substantial quantities of materials which are to 
be an integral and permanent part of such building, structure, or project. 

(d) “Construction cost” means the total expense for demolition of existing 
structures in connection with a new construction, for site preparation, and for 
building materials, building equipment, labor and services used in the construc 
tion of the particular building, structure, or project, by whomever spent. It does 
not include the cost of personal property, or the expense for land acquisition, 
attorneys, architects, and financing. 

(e) “Consumer goods” means articles or commodities that directly satisfy 
human wants or desires, and which are capable of use without further process 
ing (for example, clothing, food, furniture, floor covering, household appliances, 
motor vebicles, etc.). They are distinguished from capital goods (for example, 
dynamos, industrial ovens, generators, etc.). They are distinguished also from 
production goods that satisfy wants only indirectly as factors in the production 
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of other articles or commodities (for example, machine tools, heavy duty 
presses, etc.). 

(f) “Damage restoration” means restoring to substantially the same size and 
condition on the same site, any building, structure or project which has been 
damaged by storm, fire, flood, or other disaster, or by act of God, or act of war. 

(g) “Maintenance and repair’ means such work as is necessary to keep a 
building, structure, or project in sound working condition or to rehabilitate a 
building, structure, or project or any portion thereof, when the same has been 
rendered unsafe or unfit for service by wear and tear, or other similar causes. 
The term does not include any building operation or job where substantial strue- 
tural alterations or changes in design are made. 

(h) “Office building” means any building the principal use of which is to pro- 
vide office space or office facilities, regardless of whether it is designed for the 
exclusive or partial use of its owner or is to be used commercially and rented to 
prospective tenants, including buildings for use by government agencies, The 
size of the building is not a determinative factor in deciding whether a build- 
ing is an office building as the term includes both one-story and multi-storied 
structures; but the term does not include a private residence with incidental 
office space located therein for the use of the occupant. 

(i) “Hotel” means either or both an establishment furnishing sleeping accom- 
modations for transient guests, or an establishment classified as a hotel under 
applicable State, municipal, or other local law. 

sec. 4. Prohibited construction. (a) (1) Except as permitted in section 5 of 
this order, or pursuant to an adjustment or exception granted under section 11 
of this order, after midnight October 26, 1950, no person shall commence con- 
struction of any building, structure, or project to be used for, or in connection 
with. any of the purposes specified, as set forth in section 15 of this order. 

(2) Since October 26, 1950, the National Production Authority has issued 
exceptions to permit the Commencement of construction of specific buildings, 
structures, or projects of the type prohibited by section 15 of this order. All 
such exceptions granted prior to January 13, 1951, will cease to be effective 120 
days after the date of issuance, unless construction has been commenced within 
that time; and construction of any such building, structure, or project may not 
be commenced thereafter without a further authorization from the National 
Production Authority. 

(b) (1) After midnight, January 13, 1951, with respect to construction speci- 
fied in section 16 (list B), and after midnight, May 8, 1951, with respect to con- 
struction specified in section 17 (list C), no person shall commence construction 
of any building, structure, or project to be used for, or in connection with, any 
of the purposes specified, as set forth in section 16 (list B) or section 17 (list 
©), until a specific authorization therefor has been issued by the National Pro- 
duction Authority. The conditions which must exist before an authorization 
will be issued are set forth in section 6. 

(2) In matters involving unreasonable hardship, or when required in the 
interest of the national defense, the National Production Authority may grant 
an exception from this order, pursuant to section 11, with respect to types of 
construction specified in section 16 (list B) and section 17 (list C). 

Sec. 5. Exemptions. The following construction in connection with the build- 
ings, structures, or projects to be used in connection with any of the purposes 
specified in sections 15, 16, and 17 of this order is exempted from this order: 

(a) Maintenance and repair on any building, structure, or project. 

(b) Small jobs of new construction or in connection with any such building, 
structure, or project including, but not limited to, alterations, additions, improve- 
ments, and modernization, where the cost of all such work shall not exceed: 

(1) In the case of interior alterations, additions, improvements, or moderniza- 
tion of hotels, store space of department stores, office buildings, and loft build- 
ings, 25 cents per square foot of occupied space for any consecutive 12-month 
period. (In computing this cost, both construction cost and all other expenses 
or charges incident to the work shall be taken into consideration. ) 

(2) In the case of any type of construction of all other buildings, structures, 
or projects specified in section 15 (list A), section 16 (list B), and section 17 
(list ©), $5,000 for any consecutive 12-month period. (In computing this cost, 
only construction cost shall be considered. ) 

(3) In addition, alterations, additions, improvement, or moderization may be 
made in the case of an industrial plant, factory, or facility, without authoriza- 
tion from the National Production Authority: Provided, That, after completion, 
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the total use of steel in such alteration, addition, improvement, or modernization, 
both in the forms and shapes as defined in NPA Order M-1 and also reinforcing 
steel, will not exceed 25 tons. 

(ec) Reconstruction of any such building, structure, or project following a 
fire, flood, storm, disaster, act of God; or act of war, which occurred on or after 
July 29, 1950: Provided, however, That the reconstruction work will not require 
the use of more than a total quantity of 25 tons of steel, both in the forms and 
shapes as defined in NPA Order M-1 and also reinforcing steel. 

(d) Construction by, or for the account of, the Department of Defense, the 
Atomie Energy Commission, or the National Advisory Committee for Aeronautics, 

(e) Installation of personal property, fixtures, or equipment where the total 
out. incurred for installation in any consecutive 12-month period does not exceed 





,000. 

(f) Construction of an industrial plant, facility, or factory for which a cer- 
tificate of necessity has been issued pursuant to the provisions of the Revenue 
Act of 1950, or a loan made pursuant to section 302 of the Defense Production 
Act of 1950. 

Sec. 6. Authorization for certain construction. (a) Any person desiring to 
erect a building, structure, or project to be used for, or in connection with, any 
of the purposes specified, as set forth in section 16 or section 17 of this order, 
may apply for a National Production Authority authorization to commence such 
construction. The application shall be made on NPA Form NPAF-—24, copies of 
which are available at all field offices of the Department of Commerce, and should 
be addressed to the field office of the Department of Commerce in the region of 
the site of the proposed construction. 

(b) Authorization under this section will be granted if the National Produc- 
tion Authority is satisfied that the desired construction conforms to the following 
requirements : 

(1) It furthers the defense effort by providing facilities of the type specified 
in section 16 of this order in areas adjacent to military establishments or defense 
plants and projects, which construction the National Production Authority con- 
siders necessary to furnish or to supplement facilities in connection with the 
activities of the Defense Production Administration, the Department of Defense 
or the Atomic Energy Commission, including their programs for increasing pro- 
duction capacity; or 

(2) It is essential to maintenance of public health, safety or welfare. 

(c) Further, with respect to an application for authorization to construct a 
facility not directly related to the defense effort, the NPA will consider the 
type and quantity of materials on hand, and needed, for the facility, and the 
effect on the community at large if the authorization were denied. 

Sec. 7. Multiple-use buildings, structure, or projects. Where a building, strue- 
ture, or project to be constructed is designed for a number of different uses and 
occupants, no portion therof shall be constructed for use or oceupancy in con- 
nection with any of the purposes specified in section 15, 16, or 17 of this order 
where the construction cost apportionable to such use or occupancy will exceed 
the small job exemption provided for in section 5 (b) of this order. 

Sec. 8. Scope of this order. This order shall apply to construction in the 
48 States, the District of Columbia, and in the territories and insular possessions 
of the United States. 

Sec. 9. Prohibited deliveries. No person shall accept an order for, sell, deliver, 
or cause to be delivered, material, equipment, or supplies which he knows, or 
has reason to believe, will be used in violation of the provisions of this order. 

Sec. 10. Defense against claims for damages. No person shall be held liable 
for damages or penalties for any default under contract or order which shall re- 
sult directly or indirectly from compliance with any regulation or order of the 
National Production Authority (including any direction, directive, or other in- 
struction), notwithstanding that any such regulation or order shall thereafter 
be declared by a judicial or other competent authority to be invalid. 

Sec. 11. Applications for adjustment or exception. Any person affected by 
any provision of this order may file a request for adjustment or exception upon 
the ground that: 

(a) Such provision works an unreasonable hardship upon him not suffered 
generally by others in the same trade, industry, or other relative position; or 
that enforcement of such provision against him would not be in the interest 
of the national defense. In determining whether unreasonable hardship exists, 
the National Production Authority will consider, among other things: 
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(1) The extent of the work done by the applicant incident to the proposed 
construction. 

(2) Whether the building, structure, or project requires reconstruction as a 
result of a fire, flood, storm, disaster, act of God, or act of war. 

(3) Whether a building, structure, or project of the applicant has been seized 
by legal action under eminent domain, or condemned by responsible govern- 
mental authorities; and the applicant requests permission to replace such 
facility. 

(b) Each request shall be made on NPA Form NPAF-—24, copies of which are 
available at all field oftices of the Department of Commerce, and should be 
addressed to the field office of the Department of Commerce in the region of the 
site of the proposed construction. 

Sec. 12. Communications. All communications concerning this order shall 
be addressed to the Field Offices of the Department of Commerce, Ref.: NPA, 
M+4. 

Sec. 13. Reports. Persons subject to this order shall make such records and 
submit such reports to the National Production Authority as it shall require, 
subject to the terms of the Federal Reports Act (5 U. 8. C. 139-139F). 

Sec. 14. Violations. Any person who wilfully violates any provisions of this 
order, or any other order or regulation of the National Production Authority, or 
who wilfully conceals a material fact, or furnishes false information in the course 
of operation under this order, is guilty of a crime, and upon conviction, may be 
punished by fine or imprisonment or both. In addition, administrative action 
may be taken against such person to suspend any authority to commence or com- 
plete construction or such other assistance as may be rendered pursuant to this 
order. 

Sec. 15. List A—Prohibited construction. 

Outdoor advertising sign. 

All buildings, structures, or projects to be used for, or in connection with, any 
recreational, amusement, or entertainment purpose, whether public or private 
(unless authorized pursuant to section 6 of this order), including, but not lim- 
ited to: 

Amphitheater. 

Amusement arcade. 

Amusement device built into place on the site such as a roller coaster, merry- 
go-round, or similar device or kind. ‘This shall not include demountable or 
portable equipment. 

Amusement park. 

Arena. 

Assembly hall used primarily for recreation or amusement. 

Athletic field house. 

Band stand. 

Bars and buildings or structures where the predominant business carried out 
therein or in connection therewith shall be the sale for consumption on the 
premises of alcoholic liquors. 

Baseball park. 

Bath house. 

Billiard or pool parlor. 

Bleachers and similar seating arrangements when they are built in place as 
a permanent part of the building, structure or project. 

sjourdwalk used primarily for recreation or amusement. 

Boat or canoe club. 

Bowling alley establishment. 

Cabana. 

Camp (except for public or social welfare). 

Carnival. 

Club building except for social welfare purposes. 

Country club. 

Dance hall. 

Dance studio. 

Dude ranch used primarily for recreation or amusement. 

Exposition or exhibition building or structure for recreational amusement or 
entertainment displays or purposes. 

Flood lighting (including piers, poles, towers, framework or foundation with 
fixed equipment) in connection with any recreational, amusement, or enter- 
tainment purpose. 
Gambling establishment. 
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Golf course. 

Golf club. 

Golf driving range. 

Grandstand. 

Gymnasium. 

Lodge hall. 

Music shell. 

Night club. 

Pier used primarily for recreation or amusement. 

Race track, any kind. 

Riding academy. 

Rodeo. 

Shooting gallery. 

Skating rink. 

Ski lodge. 

Slot-machine establishment. 

Stadium. 

Swimming pool. 

Theater, any kind (including drive-in theater) . 

Yacht basin or marine railw ay primarily for the use of pleasure craft. 

Sec. 16. List B—Construction where NPA authorization is required. Any 
building, structure or project to be used for, or in connection with, any of the 
following specitied purposes : 

Bank, credit institution, or brokerage establishment. 

Community or neighborhood building. 

Furnishing of personal services (e. g., barber shop, beauty shop, undertaking 
and mortuary establishment, cemetery building, mausoleum, crematory, garage, 
service station, shoe repair shop, laundry, dry cleaning establishment, tailor 
shop). 

Hotel, motel, motor court, tourist camp, trailer camp. 

Loft building. 

Office building. 

Printing or duplicating establishment including, but not limited to, facilities 
for the publication of newspapers , books, and periodic als. 

Restaurant. 

Storage, distribution, display or sale of consumer goods (for example, retail 


store, shopping center, wholesale establishment, gasoline filling station, drugstore, 
soda fountain, florist shop, greenhouse ). 

Storage warehouse for personal effects. 

Tobacco auction warehouse. 

Sec. 17. List C—Additional construction where NPA authorization is required. 

Multiunit residential building in excess of three stories and basement. 

Residential unit for single-family occupancy where the construction cost ex- 
ceeds $35,000. 

suilding, structure, or project for radio broadcasting or television broad 
casting. 

Terminal warehouse. 

Any and all other public or private buildings, structures, or projects of a type 
not listed above in this list C, and not listed in list A or in list B, of every kind 
(including but not limited to an industrial plant, facility or factory), which 
will require the use of more than a total quantity of 25 tons of steel, both in 
the forms and shapes as defined in NPA Order M-—1 and also reinforcing stee! 

Nore: All reporting and record-keeping requirements of this order have been 
approved by the Bureau of the Budget in accordance with the Federal Reports 
Act of 1942. 

This order, as amended, shall take effect on May 11, 1951 





NATIONAL PropucTION AUTHORITY. 
MANLY FLEISCHMANN, Administrator. 


Mr. Gorpsrerx. Would you be kind enough to give us some idea of 
the effect of this order generally, with particular reference to what 
it will mean to those competitive entities engaged in the defense- 
mobilization work who neither apply for or receive certificates or a 
loan‘? 
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Mr. Woopsine. Isn’t that an order which exempts the holder of a 
necessity certificate from the necessity of securing a license to con- 
struct ¢ 

Mr. Gotpstern. That is right. 

Mr. Woopsipe. And your question is what ? 

Mr. Goipsrern. The question, sir, is: What effect will this have on 
other competitors in the industry engaged in defense work who have 
not applied for tax-amortization certificates or a loan / 

Mr. Woopsine. I am not sure that I can say what the effect would be. 
I think perhaps it might be. I will put it this way: 

I have heard that it is considered by a number of people that the 
simplest way to get a license to construct is to try to get a necessity 
certificate. Iam not sufficiently familiar with the way this materials 
problem operates to be able to say whether a man who doesn't have a 
necessity certificate has any greater difficulty in getting a license to 
construct or not. Certainly, if he is in the same position in relation 
to the defense effort as the man who has the necessity certificate, the 
fact that the first man has not elected or is not concerned about his tax 
problem should not, in my judgment, place him in a difficult position 
to get a license. 

Mr. Goutpsre1n. Well, let’s put it another way: Do you think that 
some people are applying for certificates not because they need tax 
assistance or want tax assistance, but they want priorities for con- 
struction ¢ 

Mr. Woopsive. I am sure that is so. 

Mr. Wins. In that connection, I would like to ask this—we have 
heard these accelerated certificates of necessity criticized by certain 
groups, such as labor, to the extent that they are termed “a raid on the 
Treasury.” And we hear from some corporations that they are ideal 
for the purposes of national defense. 

Then, on the other hand, there is a serious question in my mind as 
to whether certain corporations should avail themselves of the bene- 
fits in the first place. For instance, assuming that the tax structure 
would remain the same and the corporation should get a certificate of 
necessity and engage in national production, and assume that their 
sales would continue at the same rate after the 5 years, if it is a 5-year 
period, there is not much of an incentive to such a corporation; is 
there? In other words, if they write off the cost of the project over 
a period of 5 years, and then after the emergency, if it ends, they have 
the same sales, gross sales, and then they have written off their plant 
- 10 percent, they are not likely to be pleased for the next 15 years; are 
they ¢ 

Mr. Woopsine. Well, certainly if they do that and the situation ob- 
tains as you have said, their tax bill in subsequent years will be much 
higher than if they had still available to them the normal depreciation 
deduction. 

However, I think the answer to your question is if you could be 
sure of that 

Mr. Wits. I am sorry I came late. Maybe you covered that field. 
Would you, in one paragraph or two, give me the deciding factors in 
influencing decisions that corporations and your organization take 
into consideration in the philosophy of the certificates ? 

Mr. Woopsipr. Yes, sir. The country has called for an expansion of 
productive facilities that far exceeds the normal growth that would 
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be expected ordinarily. That is occurring at a time when income-tax 
rates are either rising or it is expected that they will rise. It is occur- 
ring also at a time when the costs of construction are very much higher 
than they have been and are presumably much higher than they would 
have been in the absence of this emergency. 

So that you have three important factors which bear upon a busi- 
nessman’s decision to go ahead and invest his own money: He has 
higher tax rates that will affect the income from that facility, a 
greater investment in that facility than he normally would expect, 
and, three, a substantial increase in capacity that might be considered, 
swrobably would be considered, as affecting his competitive position 
arte on if there is excess capacity. 

So that the accelerated amortization device is a means by which he 
may retain, out of the tax bill he would otherwise pay, an amount of 
funds, which at the end of 5 years, if he has taken his deduction, puts 
him in a position where he has recovered a pretty sizable portion of 
his investment. So, from there on, he is a little safer in taking the 
risk in the future as to the utilization of his plant and a return on that 
investment. 

Now, if he could know now that there would be no question about 
his sales in the future, his net profit, his level of activity, if he could 
know now for the next 20 years that his business would be just as good 
all the way through 

Mr. Wiis. He wouldn’t want it. 

Mr. Woopsipe. He probably wouldn’t want it. And, as a matter of 
fact, I think the way to regard this thing is something like this—— 

Mr. Wituts. Well, we have to tie it up in strictly a national defense 
philosophy. 

Mr. Woopsipe. Yes, sir. 

Mr. Wittis. And that is what makes it necessary to have it on the 
books. 

Mr. Woopsipr. Yes, sir. 

I think it can be regarded a little in this fashion: If the businessman 
has a certificate, he is in a position to effect tax savings, if he wishes to. 
He doesn’t have to. I have no doubt that many of these people who 
have certificates, when they get around to the point of considering 
their tax problem and their business situation at the time, and from 
time to time during the 5-year period, many of them may very well 
decide to revert to normal depreciation and retain that depreciation 
base for use in future years. 

Mr. Wiis. Just one more question, if you please. We have been 
handed a list of approved certificates of necessity as of June 11, 1951. 
I see on that list there were 21 certificates approved for Louisiana 
involving investments of $82,088,000. Did you prepare this list of 
approved certificates or did this come from elsewhere ¢ 

Mr. Gotpstern. Dr. Jacobstein of the Library of Congress pre- 
pared it. 

Mr. Wits. Do you have it with a breakdown for the States? 

Mr. Jacospsrern. I have the certificates of necessity for each of the 
States—Ohio, Texas, and so forth. 

Mr. Wits. Will you give me the Louisiana list ? 

Mr. Jacorstern. Yes; I will give you that. 

Mr. Wuuts. Thank you, 
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Mr. Wooc. Mr. Woodside, do you have before you or have with you 
copies of compilation of certificates of necessity going to the 1,000 
largest companies during the period of October 30, 1950, through May 
25,1951¢ This table was prepared by the Legislative Reference Serv- 
ice of the Library of Congress. 

May I direct your attention to the next to the last page of the table 
and ask you to state for the benefit of the subcommittee the total of 
all cerificates issued to all companies by DPA in the period October 
30, 1950, to May 25, 1951? 

With the permission of the chairman, I would like to introduce this 
table for the record. 

Mr. Bryson. Very welll. 

(The table referred to will be found in the files of the committee.) 

Mr. Wooe. Now my question, Mr. Woodside, specifically is whether 
or not you can give the total of all certificates issued to all companies 
in that period. 

Mr. Woopsinr. According to this table, the total for all industry 
groups from October 30, 1950, to May 25, 1951, to the 100 largest 
corporations 

Mr. Woog. No; to the 1,000; all corporations, that is, which is on 
line 55, I believe. 

Mr. Woopsipr. I see. For all companies 1,284 certificates in a total 
amount of $5,084 million or 5 billion, roughly. 

Mr. Woo. Now, directing your attention to line 54 of that chart, 
would you give the subcommittee the total number of certificates for 
the 1,000 large manufacturing concerns in all industry groups on the 
table during the period October 30, 1950, to May 25, 19517 

Mr. Woopsinr. The table shows a total number of certificates issued 
of 624 for a total amount of $3,518,064,796 approximately. 

Mr. Woo. And this reflects, does it not, the number of certificates 
going to the top 1,000 corporations in the United States excluding the 
top 25 railroads in the United States? Is that not so? 

Mr. Woopsiwe. Excuse me just a minute. The last 2 columns 
here refer to the 100 largest companies. 

Mr. Wooe. But the figure of 728 refers to the industry groups in- 
cluded within the top 1,000 corporations; is that correct / 

Mr. Woopsine. I see. 

Mr. Woog. Would you give to the subcommittee then the percentage 
of certificates going to the top 1,000 corporations, both in number and 
dollarwise as reflected on line 56% It is not numbered but right 
below 55. 

Mr. Woopstpr. For certificates issued that percentage would be 
48.6 percent and for dollar amounts the percentage would be 69.2 
percent. 

Mr. Woo. So therefore, based on the statistics, you would say that 
for the top 1,000 corporation of the United States, excluding the top 
25 railroads in the United States, 48.6 percent of all the certificates 
went to that group numberwise and 69.2 percent dollarwise went to 
that particular group. 

Now could you give the subcommittee the figures representing the 
number of certificates going to the top 100 corporations in the United 
States both numberwise and dollarwise? That is, the last two 
columns on line 54. 
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Mr. Woopsine. The total number of certificates to that category 


is shown here to be 328 for an amount of 2,685 million, approximately. 


Mr. Wooe. And percentagewise ¢ 

Mr. Woopsinz. Percentagewise the certificates represent 25.5 per- 
cent of total certificates, and the dollar amount represents 52.8 per- 
cent of total dollars. 

Mr. Wooa. Therefore, Mr. Woodside, from the statistics prepared 
by the Legislative Reference Service, you would say that the statistics 
reflect that 25.5 percent numberwise of the certificates issued went to 
the top 100 corporations in the United States ? 

Mr. Woopsipe. Yes, sir. 

Mr. Wooc. Mr. Chairman, at this time I would like to introduce into 
the record a compilation of certificates issued to the 25 largest rail- 
roads, together with the dollar amount and percentage amortiza- 
tion allowed. 

I would also like to introduce the precise compilation of certificates 
of necessity issued to the 1,000 largest manufacturing concerns and 25 
large railroads as a consolidation of the figures that Mr. Woodside 
read into the record. 

Mr. Bryson. All right. 

(The documents referred to follow :) 
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ExuHisit No. 71-B 
Certificates of necessity issued Oct. 30, 1950, to May 25, 1951 


To 1,000 large manufacturing concerns: 


Total certificates authorized entire program___---_--___-~ 1, 284 
Total number to 1,000 largest corporations___________----- 624 
Percentage of 1,000 to the total number certified____.____-___ 48.6 
Total amount certified entire program ______-____----__-__~ $5, OS4, 771, 255 
Total amount to 1,000 largest corporations____--__ ----_-~- $3, 518, 064, 79; 
Percentage of amount to 1,000 to total amount________--_-__ 69. 2 
To 100 large manufacturing concerns and 25 large railroads: 
Total certificates authorized entire program___._-_--_____ 1, 284 
Total number to 100 largest corporations___________-__-__- $28 
Percentage of 100 to the total number certified__._._________ 25.5 
Total amount certified entire program___.-____-_______--_ $5, O84, 771, 25° 
Total amount to 100 largest corporations___.._..._.-______ $2, 685, 954, 747 
Percentage of amount to 100 to total amount______-____--___ 52.8 


Exuigit No. 71-C 


Certificates of necessity issued to 25 large railroads, Oct. 80, 1950, to May 25, 





1951* 
: | Average 
: Rank by |Numberof| Amount _ 
Railroad dealin” sailliienaia | ‘ligihle. | Percentage 
assets | ct rtificates | eligible | cortificatior 
The Pennsylvania R. R wocl 16 | $66, 962,381 | 80.0 
New York Central R, R_--- act 2 41 | 124, 772, 700 | 71.2 
Union Pacific R. a EE SE paul 4 | 1 | 5, 807, 500 | 80. 0 
Southern Pacific Co as eo 5 | 3 | 48,472,731 80) 
The Baltimore & Ohio R. R_______- 4 6 9 36, 524, 554 | 7 
Great Northern Ry. .............. . 9 1 | 14, 650 | 65 
Missouri Pacific R. R ‘ as 10 2! 10,401,701 | 72 
The Chesapeake m Gale Re... .<..«.- : 3 9 | 108, 941, 303 | 71 
Southern Ry. Co PEAS 14 | 4 | 36, 595, 804 | 72 
Norfolk & Western Ry we ; 15 | 2; 33, 850, 000 | 70 
Chicago, Rock Island & P acific....___- ae Sa 16 | 3 | 31,145, 894 | 7 
Reading Co____- cameo 19 | 2/ 7, 204, 226 | 72 
Erie R. R_- : ie 20 | 4| 26,173, 507 | 73.7 
Atlantic Coast Line R. R._--.-------------------- 22 | 2{ 23,723, 333 | 57 
Seaboard Air Line R. R-_..- .-.---- a tee 23 | 17 56, 166, 980 | 6 
SS ) | ear eee aes 25 | 1] 2, 916, 880 i 6: 
SOL. cease a a) ee ee Le ee 117 | 619, 074, 144 | 








1 The railroads listed are those receiving certificates of necessity which appear on a list of 25 largest railroads 
based on total assets in 1946 and shown in appendix G of the Report of the Federal Trade Commission on 
Interlocking Directorates, 


Sources: Defense Production Administration. Press releases Nos. 14, 19, 23, 33, 36, 41, 45, and 5! 
National Security Resources Board Release on Certificates of Necessity AW from Oct. 30, 1980, to Jan. 25, 
1951, Moody’s Manual of Investments; Railroad Securities, 1950. New York, Moody’s Investors Servic 
Standard Corporation Records, New York, Standard & Poor's Corp. 
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STUDY OF MONOPOLY POWER 


Exuisit 71-D 


Tabulation of certificates of necessity issued through May 25, 
group, by firm-size 


{Money in thousands of dollars] 





Total classified by size 











1951, DPA 
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product 











Amount 
Num- Facilities Certified of tax 
ber amount {| amount | amortiza- 
tion 
| 
Coal and coke: | 
Under 500 employees. --.--- pplanting cahinlpmapaade aaa ane 1 ‘ | 2,325 1, 97 
500 to 2,499 employees ‘ -.. O01 4 5 | i, a 376 13, 920 
2,500 employees and over... ._ 01 6 15 | 89, 727 88, 803 74, 720 
Total classified by size. - 21 | 108, 428 107, 504 90, 616 
3 —== — — —— — | — — = 
lron ore mining: ™ 
Under 500 employees... 02 2) 1 175 175 149 
500 to 2,499 employees. - 02 4 4 17, 045 15, 793 | 13, 423 
2.500 employees and over 02 8 4 4, 539 4,193 | 3, 098 
Total classified by size i) 21, 759 20, 161 16, 670 
Nonferrous ores mining: | 
Under 500 employees.. 03 1} 3 | 2, 112 1,812 | 1,479 
500 to 2,499 employees . 0 4 4 71, 435 71,345 | 7,017 
2,500 employees and over 6 8 6 129, 394 | 89, 758 | 71,929 
: —_ | : oR 
Total classified by size- -- -- ’ 13 202, O41 162, 895 130, 425 
| io -. 
J 
lron and steel, production and fabrication: | | | 
Under 500 employees oe “4 1 33 | 57, 910 | 57, 768 | 41, 725 
500 to 2,409 employees...-..........---..--- “4 4 45 | 347. 186 346, 976 261, 835 
2,500 employees and over ...-- 04 6 96 | 1,313, 530 | 1, 284, 411 | 927, 208 
IID og cn nddncsiebennddoccnndeds 174 | 1, 718, 626 | 1,689,155 | 1, 230, 768 
Nonferrous metals and alloys, production and fabrication: ae > 
Under 500 employees. - : 05 1] 12 6,717 | 6, 528 4, 952 
500 to 2,499 employees. ..-..- 05 4 6 | 104, 998 | 101, 343 5, 9 
2,500 employees and over... ....-.-- m . 0 6) 23 213, 775 213, 775 | 72, 752 
pose ‘toa © . | © 
Total classified by size. .............-..- 41 | 325, 490 321, 646 263, 658 
Metal scrap reclaiming: } 
Under 500 employees. -. — A 45 | 5, 408 | 5, 216 | 3, 9O8 
2,500 employees and over_.-_.-.....-.-- 06 7 2 l, 173 | 1,173 | 978 
Games: ere ‘parses 
Total classified by size ee ee ee 47 6, 581 | 6, 389 4, 886 
Chemical products (except synthetic rubber’: | , [ 
Under 500 employees -- an 07 «+14 16 | 31,711 | 31, 378 17, 87 
00 to 2,499 employees. - - 07 4) 31 | 77, 204 | 75, = } 2, 250 
2,500 employees and over 07 6) 70 | 234, O80 | 328, 3 184, 366 
|-—_—___ | —__—__—__| _—— — 
Total classified by size_. — pe 443, 08% 85 | _ 435, 495 | 244, 493 
Gasoline, fuel oils and lubricants at | od é 
Under 500 employees. _. os 1 28 | 109, 151 | 108, 398 | 86, 972 
AM) 2,499 employees 08 4] 9 29, 747 | 29, 677 | 24, 134 
2,500 employees and over __- ibdaiiiaid PEEPS Rs Os 6 | 34 277, 830 | 276, 945 219, 827 
Total classified by size. bitemecdeos mT “416, 7 728 415, 020 | 330, 933 
——— —-—~ | —— [>= | FS = 
Rubber | 
Under 500 employees... _.......-..------- 09 2) 6 4, 126 | 3, 929 2, 788 
500-2,499 employees ____- 09 4 | 2) 815 | 793 555 
2,506 employees and over 09 6 4) 5, 025 | 4, 882 3, 542 
-_ P | ‘eee, gamete Bee 2 
a eee eee eee 12 9, 966 9, 604 | 6, 885 
Refractories | on Aa ee ; 
Under 500 employees....................---- 10 1) 25 | 14, 409 14, 326 12, 054 
500 ee ONE ok. ec nnccecctccs 10 4} 17 | 7,328 6, 168 
2,500 employees and over.............-.--- 10 6} 29 | 2, 578 | 35, 595 
ae eee ree | 71 64,31 m3, S17 
Fiber glass eos ia aw iy 
Log OS ee ll 3] 1 1, 699 1,359 
2,500 employees and over.............-........-. ll 7] 3 11, 988 554 
4 14, 970 13, 687 10, 913 
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Tabulation of certificates of necessity issued through May 25, 1951, DPA product 
group, by firm-size—Continued 


{Money in thousands of doll: sanine 




















, o * Amount 
| Num- | Facilities Certified of tax 
ber amount amount amortiza- 
tion 
Cement and concrete products: 
Under 500 employees Pe ee eee eee 12 1 9, 852 6, 897 
500-2,499 employees = 12 4 13, 339 9, 337 
2,500 employees and over 12 6 14, 385 10, 069 
eT oe oy as cere ae 37, 576 
Cotton ginning: ce 
Under 500 employees____..--_- ; : ~s Sy 8 1, 326 1, 308 R50 
500-2,499 ermployees_.._.-..--- Huei Wee Minin Che .13 § 5 57 558 365 
Total classified by size. .................... NRE 13 1, 897 1, 866 1,215 
Textiles: f 
Under 500 employees a 7 20, 283 20, 255 10, 288 
50)-2,499 employees ._M 8 12, 046 10, 182 6, 110 
2,500 employees and over_______-. ; _ 144 6 7 ,W5 4, 005 3,019 
Total classified by size 22 37, 234 35, 342 19, 417 
Lumber and basic products: : 
Under 500 employees . 4 1, 280 1, 242 798 
500-2,499 employees - 5 4 3 1, 978 1,812 972 
Total classified by size _. ee 7 3, 258 3, 054 1, 770 
Pulp and paper: | | | 
Under 500 employees ~ ae 31 q 50, 050 57, 632 35, O85 
500-2,499 employees _- - 6 4} ll 129, 497 125, 187 76, a 
2,500 employees and over__- . 16 6} 14 169, 687 166, 583 102, 7: 
Total classified by size _- Siewicientald | 34 358, 234 214, 094 
Machinery and components: 
Under 500 employees. -__-- ; pA ee 104 34, 412 33, 291 24. GSR 
500-2, 499 employees __. Pia 17 4 35 37, 393 36, 329 | 27, 732 
2, 00 employees and over_.- 17 6 36 164, 258 159, 934 109, 682 
Total classified by size 175 236, 063 229, 554 "162, 372 
Transportation equipment, except automotive: 
Under 500 employees f= Ee enn 2 1 61 61 49 
Automotive and tractor equipment and components 
Under 500 employees 19 1 | 4 | 5, 752 5, 752 4,314 
500-2,499 employees : 19 4} 4 4, 730 4, 652 3, 043 
2,500 employees and over ; ; «- 20% 12 42, 977 2, 724 32, 326 
Total classified by size - 20 53, 459 53, 128 39, 683 
Electric and electronic ~ gemaae 
Under 500 employees ee 37 | 11, 724 11, 277 | 8, 667 
500-2,499 employees =eire ee 15 | 18, 748 18,412 | 14, 046 
2,500 employees and over Loe meake ae 22 46, 564 46, 445 35, 032 
Total classified by size_...........-- ae eee 74 77, 036 76, 132 57, 7 
Aircraft | is: (eis Ce ; aa 
Under 500 employees. -_----_- =dtubicaviniasmntetanee ae 65 10, 821 10, 426 8, 795 
50)-2,499 employees Fae eae aia a 32 21, 178 20, 48 16, 354 
2,500 employees and over__. —-_-- ees a 59 221,117 217, 446 154, 86 
Total classified by size__............-- emibamman Sead 156 253, 116 248, 4 x) _ 180, or 
Ordnance, tanks, cuns, and ammunition: 
Under 500 employees. _- sigue Saaweees 8 8Ff 31 9,418 6, 116 
500-2,499 employees Misa pee 22 9 6, 378 5, 425 
2,500 emplovees and over ES: a - 22 6 16 27, 152 22, 00 
Te SS SU ncicccmanvacmennaniiadas 56 42, 948 42, 532 33, 549 
Guided missiles and rockets: ; om 
Under 500 employees... ee ed 3 81 81 oy 
2,500 employees and over. _- ee 3 7, 365 7, 365 €, 260 
eo Re Ee, ee ee 6 7, 446 7, 446 
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Tabulation of certificates of necessity issued through May 25, 1951, DPA product 
group, by firm-size—Continued 


(Money in thousands of dollars] 








| 
| | Amount 
Num- | Facilities | Certified of tax 
ber | amount amount | amortiza- 
| | tion 
| | 
= an a ees eee eee ee —— + > 
Transportation: } 
ren NEIL 2 sc ecceaeuenmenta Te 48 | 48, 073 | 47, 926 | 36, 345 
500-2, 499 employees 23 4/ 15 | 46, 473 46,473 | 36, 42 
2, 500 employees and over 25 6 14 | 37, 035 36, 996 | 29, 570 
Total classified by size. _- : Réemiinwel 77 | 131, 581 131, 395 | 102, 557 
Storage, warehousing, and services: | | 
Under 500 employees ees. 11 | 5, 699 5, 587 4119 
2,500 employees and over 26 «8 7, 061 7,061 | 5, 577 
Total classified by size 15 12, 760 12, 648 | 9, 696 
Publie utilities j 
2,4) employees and over. ; eo ae ae 1 1, 128 1, 128 959 
Miscellaneous products and services 
Under 500 employees J ee 28 3 2, 249 , 531 7, 658 
WK-2, 499 employees. 7 : 28 4] 10 | 75 8, 555 6, 804 
3 500 empk oyees and over_.............---------- 2 6 30 12 3x2 42) 110 30, 599 
ES ee See ee | 68 63, 388 62, 196 45 5, O81 
Mr. Srevens. In view of the fact that a number of these certificates 


relate to the basic industries and the railroads, without going into 
detail, would you say that the percentage figures which you have re- 
cited in any way conflict with your gener: al impression that you re- 
ferred to before that there has been a fair allocation among small, 
medium and large / 

Mr. Woopsipe. No, sir. 

I would like to emphasize the fact that heavy industry has loomed 
very large in this program to date. As I said yesterday, little indus- 
try, little business in the sense of this 500-employee category has not 
historically loomed very large in heavy industry, 

I think Mr. Gibson testified before the Janking and Currency Com- 
mittee that as of the ith of May, 1951, 31 percent of the certificates 
issued were to companies having less than 500 employees for a per- 
centage certification of approximately 75.2; 69 percent of the eo 

cates issued were to companies having 500 employees and over, for : 
percentage certification of approxim: ately T0547 

Mr. Witson. You mean that is the percentage of all these certifi- 
cates now you are reading ? 

Mr. Woopsipe. That is the average percentage, sir. 

Mr. Gotpstrein. Is that the percentage of acceleration that you 
permit ¢ 

Mr. Woopstpe. That is right. 

Mr. Wirson. I see. 

Mr. Woopsipe. And about—well, 13.6 percent of the certificates 
issued were to companies having less than 100 employees. Dollarwise 
it Was approximately 2 percent. 

There are a number of statistical studies now in progress in the 
Office of Reports and Analyses of the DPA dealing with the certifi- 
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cates issued, by size, company and by industry. I have here a tabula- 
tion that I got this morning which shows cases certified by firm 
size. There are eight different categories of companies, depending 
upon the numbers of employees. I would be glad to leave this with 
you, if you like. 

Mr. Bryson. Would you like to offer that for the record ? 

Mr. Woopsiwe. If you wish. 

Mr. Bryson. It will be accepted. 

(The table referred to follows :) 


Exutpit No. 72 


Certificed cases, by firm size, as of June 11, 1951 


[Money in thousands of dollars] 

















| of 
| Num- | Facilities | Certified | Per- fort 
| » | ¢ ‘ " | 3 . 
ber amount amount | cent tization 
eae | 7 in 
cedteadaldcn sendhn deed stacedonepe Se OR at 1,810 | 6,708, 891 6, 568, 461 {100.0 4, 679, 826 
I CIS Oi So ices od enn ddesuncsiccues | 657 | 2,322,412 | 2, 297,006 | 33.5 } 1,560, 134 
Firm size 1, less than 11 employees_-- - i 177 | 61, 306 59, 955 | i) 43, 758 
Firm size 2, 100 to 249 employees-_......-......------ } 98 | 116, 860 | 115,973 | 1.9 | 86, 903 
Firm size 3, 250 to 499 employees. -_- | 109 313, 430 305,500; 5.0 233, 690 
Firm size 4, 500 to 999 employees_- yt - ae 101 280, 864 | 277,084 | 4.5] 212, O80 
Firm size 5, 1,000 to 2,499 employees... _--..__-- : 138 385, 621 371,114 | 5.8] 270, 711 
Firm size 6, 2,500 to 4,999 employees... ......_..-_-. 97 | 267, 437 263,361 | 4.0} 189, 426 
Firm size 7, 5,000 to 9,999 employees. _- } 105 | 573, 651 564,196 | 8.7 | 405, 698 
Firm size 8, 10,000 and over_._...-.--_- | 328 | 2,387,310 2,314,272 | 35.7 | 1, 668, 426 
| | j 








Mr. Gotpsrern. Mr. Woodside, I have one further question. There 
has been the general impression in terms of percentage of tax amorti- 
zation granted per certificate that the percentages are going down. 
In other words, where it may have been 80 percent for a particular 
industry before, it is now getting down to 70 or 75. Is that the cor- 
rect impression / 

Mr. Woopsipr. The percentages have dropped to some extent, and 
in my judgment they probably will continue to drop. Although maybe 
that isn’t a good thing to say out loud. 

They haven't dropped in recent weeks, primarily because of the fact 
that we are beginning now to certify electric power. Electric power 
represents a very large amount dollarwise in relation to the total. 
The percentage for power, the percentage certificates for power will 
be substantially lower on the average than almost anything else that 
we have certified, and that will result, so long as the power cases are 
flowing through, in a general lowering of the percentages. 

Also, as you depart from your basic raw material production and 
get into the fabricating areas, particularly those dealing with civilian 
products, I think that it is a fair statement to say that the percentages, 
based upon experience and upon my expectation of what would hap- 
pen, those percentages will be somewhat lower than the percentages 
given to companies that are engaged in the military end items and 
in the increases of capacity of basic raw materials. 

Mr. Wirson. Are those certificates issued to private power com- 
panies ? 

Mr. Woopsine, Yes, sir; only. 

Mr. Wits. One question. You mentioned certificates issued to 
manufacturers of civilian goods? 

Mr. Woopsipe. Yes, sir. 





STUDY OF MONOPOLY POWER 677 


Mr. Wiis. There should not be very many of those up to now. 

Mr. Woopsine. There have not been many of those up until now. 
I think that there will probably be some increase in those as we 
proceed. 

Mr. Wiis. Now how does the percentage that you just referred 
to prevailing at this time compare with the percentages during the 
first period of the last war, World War II? 

Mr. Woopsipr. During the first period of the last war, in fact 
throughout the period during which the certification was carried 
on by the services, I think all certificates were issued at 100 per- 
cent. 

Mr. Wituts. Well, that was because of Pearl Harbor, and we 
were attacked, and we had to go ahead full force and without 
much looking back. But I am certain that you are taking ad- 
vantage of the period of time we now have for preparedness as 
compared to the last war. 

Mr. Woopsinr. That is an element in the thing. 

Mr. Wooe. Do you feel there is a relative uniformity within the 
particular industry groups of the percentage of certifications granted 
as reflected by the chart ? 

Mr. Woopsipr. Yes, sir. As a matter of fact, that is one of the 
things that we have been concerned with as a matter of policy—that 
every effort is made within the variations that are permitted by our 
regulations to treat people in the same industry in the same line of 
business pretty much the same. In other words, one of the things that 
has caused us the greatest difficulty is the suspicion on the part of 
some companies that perhaps their competitors were being treated a 
little differently or a little better. And, except as we felt it desirable 
to qualify the treatment of the cases, depending upon the specified 
points in the criteria 

Mr. Gotpstern. Along that line, sir, in the basic raw-material area, 
for instance, in conjunction with this trend toward the lowering of 
percentages—in the event there is further expansion or there are 
requests for expansion in those basic raw-material areas, will the ex- 
pansicn be along the trend lines of lower percentages or will you 
maintain the same level as has previously obtained in the industry ? 

Mr. Woopsine. That is a problem that really cannot be answered 
until you come up against it. But it is possible that you will have to 
cive a larger percentage if at a later date you decide you want to add 
another 10,000,000 tons of ingot-steel capacity, for example. 

Mr. Gotpstern. That is exactly what I am driving at—whether 
the trend was fixed or flexible. I take it it is flexible. 

Mr. Woopstne. It is flexible. In fact, 1 would hesitate to suggest 
to you gentlemen that there is a trend. What has happened is that 
over the past 2 or 3 months percentages have dropped for various 
reasons, but I would not like to leave with you the impression that it is 
a trend which we have deliberately set about to achieve. It is some- 
thing that has developed from the dealing with new problems as they 
have come along and our effort to treat the thing as best we could. 

Mr. Bryson. Mr. Woodside, we want to thank you for your very 
frank and helpful testimony. 

I am sorry we cannot go on, Mr. Creedon, this morning. Mr. Cree- 





. 


don, are you present ? 
Mr. Creepon. Yes, sir. 
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Mr. Bryson. We will just have to hold you in abeyance, I imagine. 

Mr. Creepon. Yes, sir. 

Mr. Bryson. I do not think the chairman plans to hold subeommit- 
tee meetings next week so we will be in touch with you. 

Would you care to submit this statement you have given us for the 
record / 

Mr. Creepon. Yes; I would like very much to. 

Mr. Bryson. And then when we have an opportunity we will ex- 
amine you orally. 

Mr. Creepon. Yes, sir. 

(The statement submitted by Frank R. Creedon reads as follows :) 


STATEMENT OF FRANK R. CREEDON, ASSISTANT ADMINISTRATOR, FACILITIES AND 
CONSTRUCTION BUREAU, NATIONAL PrRopUCTION AUTHORITY 


The National Production Authority has the responsibility to study applications 
for certificates of necessity referred to it by the Defense Production Administra- 
tion and to recommend to that agency their approval or disapproval. NPA makes 
these recommendations within the framework of a memorandum which the 
Administrator of the Defense Production Administration issued March 1, 1951. 

Let me summarize briefly the procedure which NPA follows: 

NPA makes as careful a study as existing data permits to determine the 
combined military, industrial, and civilian requirements for output of each 
industry over the next few years and the supplies which will become available 
from existing sources to meet these requirements. 

NPA reviews, as a group, all applications submitted for an individual industry 
and for closely related industries. In most instances, industry is consulted in 
an effort to determine what additional applications are likely to be submitted 
for other facilities in the same industry. 

Where proposed facilities for the manufacture of military items are involved, 
recommendations from the miiltary service concerned are secured. Recom- 
mendations from other Government agencies are obtained when appropriate. 
For example, in the case of pulp manufacturing facilities, recommendations 
regarding proposed source of timber are obtained from the United States Forest 
Service. 

Based upon this examination, recommendations are prepared by the appro- 
priate commodity and industrial divisions of NPA. Following an examination 
for conformity with policy they are reviewed by the Facilities and Construction 

sSureau which transmits the recommendation to DPA. 

As of June 18, 1951, the latest date for which statistics are now available, 
11,020 applications for accelerated tax amortization had been received by DPA. 

Of this total, 6,749 had been referred to NPA. As of June 18, 1951, there were 
2.636 applications on which NPA had made recommendations to DPA. 

Of the 2,626 there were 432 being reviewed by DPA on June 18, 1951. Appli- 
cations were denied in 762 cases and approved in 1,432 cases. The approvals 
involved facilities estimated to cost $4,340,224,000, of Which $4,262,864,000 was 
certified and the amount of accelerated amortization authorized was $2,976,- 
$03,000, 

An examination of current progress on applications shows that 657 were 
recommended to DPA during the past three weeks. During the same period 
412 were received. 

To meet the March 23, 1951 deadline established by regulation prescribed by 
the Chairman, National Security Resources Board, entitled, “Part 600—Issuance 
of Necessity Certificates Under Section 124A of the Internal Revenue Code,” over 
2,000 applications were filed in the preceding 10-day period. Most of these were 
incoiplete in the rush to beat this deadline date. As a result of this situation, 
there is a large number of partially processed applications on which we are 
awaiting additional information from the applicant. 

We are making every effort to give effect to the intent of the Congress and 
speed up the submission of recommendations to DPA on the remaining cases. 
NPA has announced that no new applications received after June 15, 1951 would 
be processed until the then existing backlog was eliminated except that special 
attention would be given to applications involving defense installations of special 
urgency. 
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An indication of the progress made by NPA in procesing applications from 
small concerns may be of interest. The record on applications numbered 1 to 
2,000 is pertinent. All except 73 thereof have been recommended to DPA, of 
which 61 are from big business concerns. (On applications numbered 1 to 1,000, 
all except 21 have been recommended to DPA. These 21 are all large business 
firms.) It might be noted that most small business firms who have filed applica- 
tions do not have direct contracts with the military. They do, however, have sub- 
or sub-subcontracts with large business firms having direct military contracts. In 
such instances, much more time is required by the military to complete its investi- 
gation and submit its recommendation on the application. 

It may be of interest to note that DPA issued an administrative direction on 
June 6, the object of which is to eliminate the possibility that one concern might 
receive more than one certificate for the same type of expansion before applica- 
tions from other firms with the same sort of project are passed upon. The 
pertinent part of the June 6 direction is quoted below : 

* * it is requested that you take necessary action to insure that recom- 
mendations on necessity certificates reflect the general practice that no appli- 
cant shall receive more than one certificate covering the same type of facility 
until all applications from all other firms dealing with similar projects have 
been considered.” 

Mr. Bryson. Well, gentlemen, the subcommittee will stand ad- 
journed, subject to the call of the Chair. 

(Whereupon, at 11:05 a. m., the subcommittee adjourned, subject 
tothe call of the Chair. ) 











STUDY OF MONOPOLY POWER 


MONDAY, JULY 16, 1951 


Hovse or Representatives, 
SPeciAL SUBCOMMITTEE ON THE Srupy or Monorory 
Power OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The special subcommittee met, pursuant to call, at 8:05 p. m., in 
room 346, Old Heuse Office Building, Hon. Emanuel Celler (chair- 
man) presiding. 

Present : Representatives Celler (chairman), Bryson, Lane, Wilson, 
Willis, Rodino, Reed, Keating, McCulloch, Goodwin, and Hillings. 

Also present: E. Ernest Goldstein, general counsel to the subcom- 
mittee; John Paul Stevens, associate counsel, representing the minor- 
ity; Jerrold L. Walden, assistant counsel; John F. Woog, assistant 
counsel; and Eileen R. Browne, clerk. 

The Cuatrman. The meeting of this subcommittee will come to 
order. Our first witness this evening is Mr. Manly Fleischmann, 
Administrator of the National Production Authority and Administra- 
tor of the Defense Production Administration. 

Mr. Fleischmann, will you raise your right hand, please? 

Do you solemnly swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Fretscumann. I do. 

The CHarrmMan. Please give your name and affiliation to the 
stenographer. 


TESTIMONY OF MANLY FLEISCHMANN, ADMINISTRATOR, NA- 
TIONAL PRODUCTION AUTHORITY; AND TESTIMONY OF FRANK 
C. KIMBALL, DIRECTOR, PERSONNEL DIVISION, NATIONAL 
PRODUCTION AUTHORITY 


Mr. FieiscumMann. My name is Manly Fleischmann, 212 Prince 
Street, Alexandria, Va. Iam Administrator of the National Produc- 
tion Authority, and, Mr. Chairman, if you do not mind my saying so, 
your other identification of me is a little premature, as I have not 
as yet been confirmed by the Senate. 

Mr. Hituines. Mr. Chairman, would it be in order for Mr. Fleisch- 
mann to give us a little bit about his background ¢ 

Mr. FieiscuMann. I live in Buffalo, N. Y., when I am not in Wash- 
ington. I practiced law in Buffalo from 1933 until 1941. I prac- 
ticed originally by myself, and then in partnership with two of my 
brothers. 

In 1941 I came to Washington and became assistant general counsel 
of the Office of Production Management, which later became the War 
Production Board. 

681 





682 STUDY OF MONOPOLY POWER 


I remained in that capacity until August 1943, at which time I 
was commissioned in the Navy and was assigned to the Office of Stra- 
tegic Services. I served in India and Burma until September 1945; at 
which time, when the war was over, I came back to the United States 
and served for about 3 or 4 months as general counsel of the Foreign 
Liquidation Commission, 

fn that capacity; I was in charge of the legal work in connection 
with the winding up of the lend- lease accounts. I then resigned from 
the Government, returned to Buffalo and resumed the private practice 
of law, which I continued until approximately July of 1950. At that 
time I was asked to head an ECA mission to Indonesia, which I agreed 
to do. 

Before I actually got to Indonesia I was requested to become general 
counsel of the National Production Authority, which was then being 
formed at the time the Congress passed the Defense Production Act. 
I accepted that position and acted as general counsel of - National 
Production Authority from approximately September 15, 1950, to 
about the end of January 1951. 

At that time the Defense Production Administration was estab- 
lished, and General Harrison, who had been Administrator of Na- 
tional Production Authority, became Administrator of the Defense 
Production Administration, and I succeeded him as Administrator 
of NPA, a position I still occupy; and about 2 weeks ago the President 
sent my nomination to the Senate as Administrator of the Defense 
Production Administration. 

The Cuatrman. Mr. Fleischmann, I read the statement that you 
submitted, and I find that it falls within three distinct categories: 
First, the so-called without-compensation personnel ; second, industry 
advisory committees; and, third, accelerated amortization. 

Now, we are very anxious to have your testimony concluded this 
evening because tomorrow night we are to hear from Mr. DiSalle of 
the Office of Price Stabilization, and I thought it might be wise if 
you would ad-lib and extemporaneously cover those three topics, and 
then be subject to questions from the members of the subcommittee 
and the staff. Would that be agreeable, rather than to read the long 
statement ¢ 

Mr. Fieiscumann. Yes, Mr. Chairman. In fact, I would prefer not 
to. 

The Cuarmman. Your statement will be made part of the record. 

(The prepared statement submitted by Mr. Fleischmann immedi- 
ately follows his testimony: ) 

Mr. FieiscuMaNnn. The statement was prepared in response to a 
letter outlining the general subjects that the subcommittee was in- 
terested in and which again refer to these three principal subjects; 
and, taking up the first question of WOC employees, let me say that 
a very small percentage of the employees of the National Production 
Authority are WOC employees, but a very important percentage in 
that they do occupy key positions in the various divisions of the Na- 
tional Production Authority. 

When the statement was prepared, there was something under 4 
percent of the number of employees serving on a without-compensa- 
tion basis. I assume the percentage is muc h the same now, although 
I haven't the very latest figures, but it is something on that order. 
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Of course, in many respects, I am sure that the without-compensa- 
tion employees would wish that it was not necessary for them to 
come down; and we would avoid, I suppose, certain problems if we 
could rely entirely on fully compensated Government employees. 
That in my judgment is not possible. 

The present level of Government salaries is not sufficient, at least 
in time of peace, to attract the caliber of men that we need to man the 
defense agencies at a time like this. The fact of the matter is that the 
work that has been assigned, for example, to NPA and DPA is 
probably the most intricate, the most difficult, in the whole indus- 
trial Government field, 

Compared to the undertakings which we have to get on with the 
best we can, the operation of the largest business in the United States 
seems almost insignificant in comparison, because the regulations 
which we are called upon to promulgate and later to administer do in 
fact necessarily during this time of emergency affect every business 
in the United States. The very highest caliber of people, 1 might 
say, is none too good for this extremely difficult job. 

Mr. Kimball, who is our Director of Personnel, has available to 
the subcommittee the details of the efforts that are made in every 
case to secure qualified people at Government salaries, because in 
my opinion it is a sound principle to attempt to get people to come on 
Government salaries if they can be found. 

We have not been able, however, to fill many—in fact most— 
of the key jobs of the organization, simply because qualified people 
cannot be located. 

Congress, when the Defense Production Act was passed, had the 
history of the War Production Board in mind, and provided thiat 
under such circumstances the Government could avail itself of the 
without-compensation services of men of unusual qualifications and 
experience. 

I might say that in my experience with the NPA I have found 
without-compensation employees, generally speaking, to be high- 
minded, patriotic, diligent, and able. 

Mr. McCutvocn. Right there I should like to ask this question: 
In your experience, how many, if any, of WOC’s have you observed to 
be acting in a selfish manner ¢ 

Mr. FLetscHMANN. I have never seen one. 

Mr. McCutiocn. You have never seen one? 

Mr. FietiscHuMaNnn. No, sir. 

Mr. McCuisocn. If you would see one engaged in such activity, 
what would be your course of action ? 

Mr. FLetscHMaNnn. Well, of course, if I saw a WOC employee 
acting in a way which I thought was inconsistent with his primary re- 
sponsibility, which is to the Government, I would discharge him. 

Mr. McCun.tocn. Have you ever seen any action on the part of any 
of these WOC’s which you felt tended to foster or encourage 
monopolistic practices ¢ 

Mr. FieiscumMann. No, sir; I have not. I will say this: There 
is always a problem in an emergency of this kind of whatever the 
Government does tending in some respects to make it more difficult 
for ordinary competitive methods to be followed. 

There is nothing inherent about the WOC situation that does that. 
It is simply because at a time when a large portion of the Nation’s 
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production is being preempted for military purposes and there is less 
for everything else, there is an increased struggle for that remaining 
amount of material. This is harder on the small fellow than on the 
big fellow, so to that extent there are dangers inherent in any mobil- 
ization effort. 

It has nothing to do with WOC employees in my judgment, and | 
have never seen any of them fostering monopoly as I would look 
at it. 

Mr. McCuttocn. You, therefore, from what you have said, have not 
noticed any prejudicial action on the part of WOC’s that might 
have been in the interest of so-called big business as against the in- 
terest of so-called little business ¢ 

Mr. Fie1iscHMaNN. No, sir: I have not. 

Mr. McCutvocu. And you in your official activities are always 
on the lookout for any activities that would tend toward further 
concentration of industrial power in America that is not necessary 
in view of the emergency ‘ 

Mr. FLeiscHMANN. Ever since I was at the War Production Board, 
Congressman, I have been interested in that subject, and I believe Lam 
reasonably alert tothe problem. I believe that at NPA we have taken 
certain very definite steps which have tended in the other direction 
so as to counteract what I say are the unusual problems and difficulties 
confronting small business in a time of economic mobilization. To 
answer you directly, I believe I have been on the lookout for that to 
the fullest extent of my ability. 

Mr. McCutiocu. I am glad to hear you say all that because it 
has been said to me that in some instances WOC’s were apt to look 
with favor upon the large industry as against the small industry. It 
has been my feeling that many of them have served at considerable 
sacrifice. As you have indicated, we have great need for them, and 
in my opinion unwarranted obstacles certainly should not be laid in 
their paths when they are called upon to serve the Government. 

Mr. Fieiscumann. Mr. Chairman, Mr. David Lilienthal gave tes- 
timony before a subcommittee of the Senate Committee on Labor and 
Public Welfare on the subject of WOC employees. 

I do not know whether this would be proper procedure, but I think 
the remarks are so pertinent to the subject of your inquiry that I would 
like to commend them to the committee. 1 have a copy which you 
might like to examine. 

The Cuatrman. Is it a very long statement? 

Mr. FLEISCHMANN. It is a statement of some seven pages, and I will 
just leave it with the clerk. 

The Cuarrman. We will accept it for the record. 

Mr. FririscuMann. I think you might like to see it because it is 
very pertinent to this inquiry. 

Mr. Hitiines. Mr. Fleischmann, just to carry through on the ques- 
tions of the gentleman from Ohio, within the last few days there has 
come to my office from my district in California an individual who 
started a small independent metals processing business in the Los 
Angeles area right after World War II. He was an ex-serviceman, 
and his business had struggled along trying to compete in a very 
monopolistic field. 


* The statement referred to appears in the appendix, infra, p. 991. 
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He had managed to take hold and the business was all right until 
this Korean War situation developed. He was in Washington see- 
ing some of your people at NPA with the hope of getting some allo- 
cation of these metals in order to keep him in business, and he has the 
feeling after talking to some of the people in NPA that certain of the 
big metals concerns have representatives or have men on the NPA staff. 
| am not sure whether or not they are WOC’s. He has the feeling that 
these people are in a position now to prevent these allocations, drive 
him out of business, and leave the entire field in that area to the big 
metals people who had dominated it prior to his coming upon the 
scene. 

Do you periodically check into those possibilities? Do you watch 
anything like that ? 

Mr. FieiscuMann. Well, we do more than just check in. I think 
the chairman will recall that ever since I came down here, I have relt 
it necessary to have an over-all system of metal allocation repre- 
sented by the controlled materials plan because I thought nothing 
short of that would be effective in obtaining, first, an efficient distribu- 
tion of metals which are the key to the mobilization problem, and, 
second, with the metal that was left over after satisfying the mobili- 
zation needs, an equitable distribution in the interest of big and small 
business alike. 

Now Congress has provided, wisely, I think, in the Defense Pro- 
duction Act that after the needs of the most essential producers are 
taken care of, the balance of material available must be distributed 
<o far as practicable in accordance with historic use pattern that ob- 
tained prior to Korea. 

Mr. Hitiines. What about the case of a new man, such as the ex- 
ample I gave you, coming into the field after the war¢ He obviously 
would not have too much of a history. 

Mr. FierscumMann. For that reason, sir, we limit the historical base 
period usually to the 6 months right prior to Korea. That is in order 
(o take care of the situation which vou describe. 

We sometimes use a longer one when that is a distorted period, but, 
venerally speaking, we use the most recent period just to eliminate 
that kind of difficulty. 

Now, I believe you will find with respect to the person that you men- 
tioned, that, generally speaking, he has the identical allocation per- 
centagewise that everybody else in his business has, and actually we 
lave just in the past 3 or 4 days put out a regulation designed solely 
to help the smallest users of metal. 

Under that regulation they will be able to self-certify, without ever 
coming near the Government, minimum quantities of material which 
will put them competitively in a much better position than they ever 
have been in before, and all with a minimum of red tape. They do 
not have to go near the Government at all. 

That is something that was never done in World War IT, and in 
iny judgment represents a big step forward from the standpoint of 
small business, and it will take care of many thousands of firms, and 
all the smallest ones. It is the man who uses the minimum quantities 
of scarce material. 

Mr. Kratine. Is that a quantitative limit for all metals # 

Mr. FLeiscuMann. Yes; it is a quantitative limit. In other words, 
any manufacturer who does not use more than the stated minimum 





686 STUDY OF MONOPOLY POWER 


of any of the three controlled materials, steel, copper, and aluminum, 
may self-certify. Of course, that is usually the small man. It coul< 
be, in a particular instance, a large concern, but basically, of course, 
it is the small user. 

Mr. Keatine. And he can just sign a paper himself? 

Mr. FierscuMann. Certify himself. 

Mr. Hixiieés. When was that new regulation issued ? 

Mr. FieiscumMann. About a week ago. I will file a copy of that, Mr. 
Chairman, as a part of this record.” 

Mr. Keartrne. I think that is a very constructive improvement. 

Mr. FieiscuMann. I will tell you the reason for it. In addition to 
the desire to help small-business people, there is another reason 
for it. 

We found during World War IT that if you control the largest 
users—the statistics indicate that about a thousand people use the 
vast bulk of the metal resources of the country—if they are strictly 
controlled and comply with the regulations, which most of them do, 
the problem of metal distribution is solved. If they do not comply 
with it, you cannot possibly solve the question, and you can afford 
to be reasonably lenient with the smaller people. 

Now in addition to that, the smaller concerns are never well set up 
to do all of the bookkeeping and the paper work that goes with some- 
thing like the controlled-materials plan. They just cannot do it, and 
taking all the factors into account we have decided that this is the 
best way to do it from the standpoint of the country and these smaller 
concerns. 

The Carman. Suppose we get back on the beam, as it were, and 


have you finish your summary of the statement. 

Mr. FierscuMann. Yes. Now I have said, I think, all that is neces- 
sary at the outset about the without-compensation employees. I might 
say that we also furnish them with specific instructions and regula- 
tions which I will be glad to furnish the subcommittee as to what they 
may do, the obvious directions to them that they may not pass judg- 
ment on regulations or concerns in which their own companies are 
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involved. 

The CuHarrman. You see to it, do you not, in pursuance of your reg- 
ulations, that they must have private income of at least $10,000 a year? 

Mr. Firiscumann. Yes; we do. ; 

Mr. Bryson. Many of them continue to draw their own salaries, 
do they not? 

Mr. FietscumMann. Virtually all of them. That is the reason they 
take no compensation from the Government, because in addition to 
the salary usually being far in excess of what the Government 
could pay, another problem that is a troublesome one is that even 
when you could come close to the salary with the Government com- 
pensation there are problems of pension, insurance plans, and a con- 
tinuity in seniority of employment in the executive portion of their 
company that is very difficult for some of them to give up. The in- 
surance and pension features are particularly troublesome. 

Mr. Wuits. Well, to me the most important feature of it is some 
sanction aganst a setting of Government policy as against acting in 
an advisory capacity. Now what are the guideposts in that con- 
nection ? 


* This information appears in the appendix, infra, p. 1032. 
® This information appears in the appendix, infra, p. 1029. 
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Mr. FietscuMann. I do not want to give any misapprehension here. 
Many of the WOC’s occupy very responsible positions in the Govern- 
ment, and they are not limited to advisory positions. They do not 
yass on the matters affecting their own concerns. 

On the other hand, the policy of NPA is made by me, and I am 
not a WOC employee, and I take responsibility for all of the policy 
matters. Ithink I have been in on most of them. 

There are obviously a few exceptions, sir, but I take responsibility, 
cenerally speaking, for having set the policy of that organization for 
better or worse up to the present time. They do, however, have oper- 
ating responsibilities in some connections. 

Now to take up the subject of industry advisory committees, again 
speaking of our experience in World War II, we found that industry 
advisory committees, if properly formed and properly used, were a 
tremendous source of strength to the Government. It is particularly 
true when you have to rely to some extent on people of less experience 
in the industry divisions, and there are nearly always cases where even 
the best-informed people in the divisions lack a certain segment of 
the experience that a cross section of industry can bring. For that 
reason, very early in World War II we started using industry advisory 
committees. At the outset it was done on a very haphazard basis. 
The particular industry divisions selected their own industry com- 
mittees and, as you may imagine, we did not get a very good cross 
section. 

Later in that effort some attempt was made, and I think toward 
the end quite successfully, to systematize that operation, and by the 
end of the war there was a definite policy to see to it that all seg- 
ments of industry, large and small and geographically mixed and 
representing various different levels of industry, were represented in 
the industry advisory committees. Congress wisely provided in the 
act that we had to do it this time, and I think that was a very wise 
thing to do. 

When Mr. Harrison came down here, one of the first subjects that 
he and I discussed was the industry advisory committee set-up, and 
we decided that the only way to set it up right from the outset was 
to make a staff function of a responsible senior official to see to it that 
representation was made adequate. 

Now that is not a task that can be accomplished overnight, but I 
believe at the present time our industry advisory committees, generally 
speaking, can stand any scrutiny on that subject. We have made it 
® firm policy to have both large and small concerns represented. We 
have made it a firm policy also to see that geographical representa- 
tion is as broadly spread as possible. 

In that connection we have also followed a policy of the War Pro- 
duction Board. not without some criticism, and we have not permitted 
paid trade-association executives to sit with the industry advisory 
committees, although they feel that they are being deprived of an 
opportunity and a right that they have as American citizens. 

We have felt, on the other hand, that the industry advisory com- 
mittees should come from the industry, not from a representative 
of a particular segment of the industry such as the trade association. 
For the same reason we are vigorously cpposed to the industry 
advisory committee retaining their own counsel, as has been proposed 
in some recent regulation. 


8086 1—-51—-ser. 1, pt. 4———-45 
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We think that the industry advisory committee is a part of the 
Government for the purpose of this operation, and there should not 
be permitted any development of an antagonistic or opposition move- 
ment on the part of the committee which would require them to 
engage counsel. 

We have our own counsel. He obtains the necessary clearances. 
We give the necessary assurances under the antitrust laws that if 
the functions of the industry advisory committee are properly car 
ried out in accordance with instructions, they will not be subject, in 
our judgment, to prosecution under the antitrust laws, and we think 
it would be a very damaging and dangerous thing if they were set 
up as a separate body corporate with their own counsel and secretary 
and all the rest. 

We look at them as a part of the Government regulatory process. 
We rely on their advice frequently. On the other hand, we frequently, 
of course, have to disregard it. 

The CuatrMan. Does what you say for paid counsel for advisory 
committees also hold good as to paid secretaries for advisory 
committees ¢ 

Mr. FieiscuMann. Yes, sir. We believe that the status of the 
business advisory committee should be that of any other contemporary 
organ of the Government. We believe they should look to the Goy- 
ernment for their services. 

As you know, we insist that at their meetings we have a Government 
presiding officer, and we think that in every way their status should 
be recognized as a part of the Government, and that they should not 
have to have outside, or not be permitted to have outside counsel 
or a secretary. We keep a good account of what happens, which is 
always available to them. 

We then publicize it at the earliest possible date so that the in- 
siders, so to speak, cannot claim any special informational privilege. 
IT am sure we slip occasionally, but those are the policies and prin- 
ciples that we have tried to establish. 

Mr. Wiison. Mr. Fleischmann, what do you consider is the chief 
evil or evils of paid secretaries and private counsel to these committees / 

Mr. FiretscuMann. Well, I think, generally speaking. that paid 
counsel—let me start the other way. In the first place, it seems to 
me that as a part of the Government the industry advisory committee 
should take the Government’s statement of the law applicable to the 
particular situation. 

Now we have, for example, many debates as to what the statute 
means, what our powers are, and they have to be resolved in some 
particular way, and it seems to me that in order to get on with this 
very pressing business of ours that a single legal policy must be 
established for the agency, which is responsible in the long run to 
Congress. 

That is best established in my judgment by the general counsel of 
the agency, and when that legal policy is established, why, then obvi- 
ously the agency’s regulations and its general control policies must be 
developed in line with the general counsel’s interpretation of both 
the rights and limitations on the agency. 

And, being a lawyer myself, I know how easy it is for lawyers to 
fall into differences of opinion as to the meaning of a statute, and I 
believe that simply in the interest of getting the work done, there 
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must be a uniformity of legal policy just like other policy. I think 
it would only encourage contention and needless debate and argument 
to have their own counsel. I do not see that the counsel of an advisory 
committee has any useful or independent function to perform. 

So with the secretary. We limit our meetings to those right in the 
Government buildings under presiding officers of the Government, 
and we have a secretary whose job it is to keep an account of what 
happens. We do not encourage, in fact we actively discourage, meet- 
ings outside of the Government’s sponsorship. We therefore see no 
need for their engaging a secretary because those services are per- 
formed by us. 

Mr. Wixson. In those meetings is every man on the advisory com- 
mittee given the full opportunity to express his views about the effect 
of any restriction or edict upon his industry ¢ 

Mr. Fieiscumann. Well, sir, like every other meeting of that kind, 
there are always some who are more vocal and vociferous than others. 
You can imagine that. 

I have attended a great many of them myself, and the usual pro- 
cedure which we try to follow and which our presiding officers are 
trained to follow is that at one point in the meeting, and usually near 
the end, everybody in the room is canvassed around the table as to 
what his views are so that at least once in the meeting everybody gets 
a chance to speak, not being overawed by those who, as I said, are a 
little more anxious to be heard. 

On the other hand, human nature being what it is, there are always 
those who would attempt to dominate any meeting. We try as hard 
as we can to encourage the freest possible discussion. I do not say 
we are completely successful, but certainly everybody has an oppor- 
tunity to say what he thinks, 

Mr. McCutrocn. Will it be more difficult to persuade people to 
serve on these advisory committees if outside counsel and outside 
secretaries are prohibited by law or by rule or regulation ¢ 

Mr. FieiscumMann. Well, sir, we have not had any difficulty at all 
persuading people to serve on these committees. We have great difli- 
culty persuading people to come down here either on a WOC basis 
or much more so on a compensated basis, but we find that everybody 
wants to be on the committees, and I am sure they would want to be 
on whether we permitted counsel or not. We have had no trouble on 
that at all. 

Mr. Keatine. Do they attend quite regularly ¢ 

Mr. FieiscuMann. Yes; except for the people on the west coast 
who sometimes miss meetings. My impression is the attendance is 
very high. 

Mr. Keatine. Do they normally meet once a month or just on call? 

Mr. FietiscuMaNnNn. They meet on call. Now if you take one of the 
more active committees, they do tend to meet probably once a month. 
On the other hand we have, for example, a committee on hog bristles. 
Well, you get out one order on hog bristles and it stays about the same, 
and there would not be any necessity for recurring meetings there un- 
less the situation changed. 

Mr. Keatrinc. How many of these committees do you have ¢ 

Mr. FietscuMann. About 400. 
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Mr. McCutxocu. Do I take it then from what you have said that 
you believe that the new NPA should provide that these committees 
be prohibited from employing outside counsel and secretaries ? 

Mr. Fierscumann. That has always been our rule. I might add 
that Mr. John Lord O'Brian, whom I consider to be the most experi- 
enced man in the United States on this particular subject, and with 
whom I had the privilege of serving in the last war, feels very strongly 
that that is the gnly wise rule; that almost any other rule would in- 
evitably plunge the committee into factionalism and the trade asso- 
ciation politics, so to speak, and feels that we should adhere to that 
principle. 

Mr. McCutiocu. You know, of course, that the bill that came from 
the Banking and Currency Committee, which the House is now de- 
bating, specifically provided that outside counsel and outside secre- 
taries could be employed ? 

Mr. Fieiscumann. Yes, 1 know. That is why I took opportunity to 
say that I think that would be a great mistake. 

The Cuarman. I think this subcommittee is on record—I believe 
I am correct in stating this—to seek an amendment striking out that 
provision so that we are on all fours with vou. 

Mr. FietscumMann. I think that is very wise, Mr. Chairman. 

Mr. Bryson. That has been practiced through the years, though, 
has it not, by some of the advisory groups ¢ 

Mr. FietscumMann. It was never permitted at the War Production 
Board or at NPA. I read in the paper, I think, as the result of one 
of your investigations it was revealed that it had been done in the 
Defense Department. if IT am not mistaken. 

Mr. Bryson. And in the Commerce Department. 

The CHareman. And in the Munitions Board. 

Mr. Fuerscumann. The Munitions Board. I believe not in the 
Commerce Department. I know it has not been done in the NPA. 

The Cuatrman. Mr. Small, the Chairman of the Munitions Board, 
I remind the members of the committee, testified that he would not 
countenance that practice any further. 

Mr. Hitires. In your experience in the Government during the 
last war, did you find that some of these business advisory committees 
then had counsel. 

Mr. FLeIscHMANN. No, sir, never. 

Mr. Hitarnes. They never had during World War II? 

Mr. FietscuMann. Not at the War Production Board. I do not 
know the practice at other agencies. 

Mr. Witus. Is it not your opinion that that rule has been a deter- 
rent in getting the best manpower material ¢ 

Mr. FierscHMaNnn. No. As I say, we have had no trouble at all 
getting very good people to serve on the advisory committees. In 
fact they welcome the opportunity and we have vigorous competition 
for places on those committees. 

Mr. Bryson. They pay their own transportation. 

Mr. FietscumMann. Pay their own transportation, but of course 
that is not a great hardship under the present tax laws, and they seem 
to welcome the opportunity to serve. It gets them away from home 
for a time and also puts them in a position where they think they 
know a little bit more about what is going on. 
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Mr. Srevens. Mr. Fleischmann, did you say it is the policy of ‘the 
NPA to advise the participants in industry advisory committee meet- 
ings that if they comply with the NPA regulations the *y will be exempt 
from the antitrust laws? 

Mr. FietscuMann. They are not exempt from the antitrust laws. 
We advise them that if they follow our regulations, which are reason- 
ably strict, I might add, that in the opinion of the general counsel— 
[ can do that because I am the one who gave the opinion—they would 
not be subject to successful prosecution. 

Mr. Stevens. You also reminded them, however, that there is juris- 
diction in the Department of Justice to prosecute them if they do 
get off base ¢ 
~ Mr. Fietscumann. In fact we remind them of the letter signed by 
Mr. Peyton Ford which goes through all of the regulations, which says 
that these are the regul: ations which they should follow in order to 
escape conflict with the antitrust laws, and then ends up With a para- 
graph saying: 

However, the Justice Department always reserves the right to punish the 
wrongdoer, 

Mr. Srevens. That is what I had in mind. 

Mr. Hittines. Have any prosecutions been instituted as yet against 
the members of the advisory committees for violation of the antitrust 
laws? 

Mr. FietscumMann. I know of none, sir, and I know of none that 
arose in the War tee ‘tion Board. I do not believe there were any. 

Mr. Gotpsrery. Mr. Fleischmann, 1 wonder if we could interrupt 
your suminary of vour statement at this point because the hour is 
going along. We will try to afford time for completion later on. 
I should like to cover some questions, some of which you have already 
covered in your prepared statement or at least alluded to. 

However, there is one area not covered in your statement—I talked 
to one of your staff about it—disclosed by a study of the Industry 
Advisory Committee minutes about which L wish to question. I have 
particular reference to section 708 of the Defense Production Act 
which provides for voluntary agreements for allocation of materials 
uid other activities under the act. 

In those cases where the voluntary agreement relates to areas pro- 
hibited by the antitrust laws, those agreements should be subject to the 
approval of the Attorney General, is that correct ¢ 

Mr. FuriscumMann. Yes: that is correct, Mr. Goldstein. 

Mr. Gonpsrern. Now, sir, will you agree, in view of your past 
experience as a general counsel and as Administrator and your experi- 
ence during World War II, that there is a necessity for maintaining 
the antitrust laws during this rather difficult time. 

Mr. Furiscumany. I feel strongly in favor of it. 

Mr. Goupsrern. Could you tell us whether the NPA has submitted 
any such voluntary agreements to the Attorney General and the Fed- 
eral Trade Commission for approval 4 

Mr. Firiscumann. We have not submitted any. I should modify 
that because it might be misleading if I just left that statement stand 
alone. 

The authority to approve the agreements is basically in DPA and 
notin NPA, DPA, I am told, has approved 10 separate agreements 
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as opposed to several hundred in World War II. Those agreements 
have come primarily from the Military Establishment. 

One of them was sponsored, I believe, by the State Department. one 
of them by the petroleum people. and so on. I have a list of them 
which I thought I would file with the committee, and I think in— 

The Cuamman. We should like to have that list.” 

Mr. Frieiscumann. Yes. I think in no case has any agreement 
been sponsored by NPA. We are working now on this pool of smal! 
producers’ operation which requires a technical clearance under the 
antitrust laws, although it obviously is not a monopoly problem suc), 
as is presented by the kind of agreement that this provision was 
designed to hit, but we have not sponsored any of those, 

Mr. Gorpsrrin. Well, sir, I would like to read to you from the 
minutes of the Naphthenic Acid Industry Advisory Committee meet 
ing held on February 23, 1951, and ask you if this reflects the NPA 
official position as you have already given it to us. I will hand this 
to you. The matter appears on page 4. The section I have in mind 
is headed, “Discussion of possible control procedures,” and the sub 
heading is “General discussion.” It is marked in blue crayon, I 
believe, and reads as follows: 

Various types of control procedures were suggested and discussed. As stated 
above, the present NPA controls are inadequate. One committee member sug 
gested that some Government agency purchase the entire output and make allo 
eation of the material. Such strict control does not appear to be necessary at 
this time, however. Another member suggested a plan involving voluntary allo- 
cation by the suppliers; this would not be possible under the present laws and 
regulations without clearance with the Department of Justice, Mr. Mullin said 

Mr. Mullin is identified as a member of the staff, office of genera! 
counsel. 

Mr. FrietscumMann. Correct. 

Mr. Goupstern. Now, sir, I would like to ask you if the minutes of 
the meeting of the Industrial Diamonds Industry Advisory Commit- 
tee on April 10 at page 4 represents a case which should be presented 
to the Attorney General. 

Mr. FietiscHMANN. Did you want me to comment on this first ? 

Mr. Goupstern. Yes; if you care to. 

Mr. FrietiscumMann. He correctly states our policy. The policy is 
that we do not permit voluntary allocation agreements among sup- 
pliers. We generally prefer a Government allocation, and in an 
unusual case if we did consider it, it would have to be submitted 
to the Attorney General. 

Mr. Goupsretn. Sir, I would like to read to you from page 4 of the 
Industrial Diamonds Industry Advisory Committee meeting of 
April 10. That section is also marked in blue crayon and reads as 
follows: 

Measures for conserving the supply now available to the United States wer 
discussed. These included— 

And skipping— 
voluntary controls on export shipments of industrial equipment containing 
diamonds. 

There is a question posed by Mr. Sharpe, the Government’s presiding 
officer at the meeting, as to whether manufacturers, distributors and 
importers have any informal allocation programs for customers. 


5! The voluntary agreements appear in the appendix, infra, p. 891, ff. 
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Committee members stated that they considered a customer's usage history 
in distributing available supplies. 

Now my question, sir, is whether or not this does not reflect a situa- 
tion which should seriously be considered for presentation to the At- 
torney General in the form of a voluntary program. 

Mr. Fueiscumann. No: I do not think so, Mr. Goldstein, for this 
reason. In the first place, it has been our practice right from the start 
to permit the broadest possible discussion at industry advisory commit- 
tees. We take the view that if a Government presiding officer is 
present, any discussion on any subject is permitted. We think that is 
a wise rule to follow. We think that in the industry advisory com- 
mittee a person should be free to say, “I believe that a voluntary agree- 
ment for allocation, or whatever it might be, is the way to do this.” 
We then say that if the Government should decide to follow that 
course, it would have to be submitted to the Attorney General, but 
we do not think that there should be any restriction on the complete 
freedom of discussion. That is the first point. 

There is no limitation on discussing agreements or anything else. 
The restriction is on putting agreement into effect without the 
clearance. 

Now the second thing is that many, many suppliers, I would say 
the vast majority of suppliers who are not under control use a his- 
torical allocation system—and there is nothing illegal about an indi- 
vidual supplier, as far as I know, using a historical pattern in dis- 
tributing the scarce item which he has. In fact, nearly all suppliers 
do it. 

When they are faced with a shortage, they look back over the pat- 
tern of purchases from their customers and they cut everybody to 80 
percent of what they got last year. That becomes illegal, or could 
become illegal only if it was the general subject of an industry-wide 
agreement to do that. It is not illegal, in my judgment, in any respect 
when an individual does that. 

The CuarrmMan. Suppose these industrial diamond manufacturers 
get together at a business advisory council meeting and agree on some 
sort of an export control among themselves. That would be a viola- 
tion of the antitrust laws. 

Mr. FrietscrmMann. That, in my judgment, would be a very great 
failure on the part of the NPA presiding officer, because if that were 
felt to be the proper way to get at it, he should immediately refer that 
to counsel for the preparation of an agreement for submission to the 
Attorney General. 

The Cuarrman. And you feel that there should be free and open 
discussion of any such suggestion as, for example, a control of the ex- 
port of these diamonds, and then have policy formulated by the NPA 
itself ? 

Mr. FreiscuMann. That is right. 

The CHarrman. And then reference made to the Attorney General ? 

Mr. FierscumMann. Yes. Let me say this, Mr. Chairman. We dis- 
courage voluntary agreements. I do not like them from my own ex- 
perience in World War II, and I do not encourage them now. 

[ think that it is better for the Government in a bad, tough period 
like this to retain that control in the public interest. 
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That is why we have not put up any of these agreements, but I do 
think it essential to permit the broadest possible discussion of such 
agreements and everything else at an industry advisory committee 
That is what they are there for. 

Mr. Goupstern. Mr. Fleischmann, let us take a few more examples, 
and pass along, and see if any of them reflect your view that where you 
do have a complete agreement, something should be done. 

Mr. FLetscuMANN. I would be surprised if you could not find a few 
examples. 

Mr. Gorpstrrn. We are not trying to pick atypical cases. We are 
trying to see what has, in fact, happened. At the meeting of March 26, 
1951, of the Artificial Graphite Producers Industry Advisory Com 
mittee—it appears on page 4—it was brought out that— 

With estimated requirements approximately 20 percent higher than production 
capacity, it appeared that the producers should not be expected to continue distri 
bution under the voluntary allocation procedures which have been used up to 
now. It was agreed that NPA should be responsible for distribution under an 


allocation order. 

Does it not appear that there was a voluntary allocation procedure 
which had been in force up to now, being March 26, 1951? 

Mr. FietscuMann. I assume and I believe that that is exactly what 
I described, namely, that each producer was allocating to his own 
customers as almost every producer was doing in the last part of 
1950 and the first part of 1951. 

Mr. Srevens. May I ask one question, Mr. Chairman ? 

Mr. Fleischmann, would you say with respect to your statement 
about open discussion, without the authority of the Attorney General, 
that it is still perfectly all right if each of the members of the Indus- 
try Advisory Committee describes his own voluntary allocation pro- 
gram in some detail so that everybody is really up to date on what 
everybody else is doing ? 

Mr. Fietscumann. I think it would be; yes, sir. 

Mr. Goupsrein. That is not necessarily reflected in the minutes, 
however, is it ¢ 

Mr. FietscumMann. I have not read the minutes; just that excerpt 
there. 

Mr. Gotpsrern. Well, sir, let us pass on then—— 

The CHatrman. When the words used are “voluntary allocation 
procedure” among these artificial graphite producers, you take that 
to mean the arrangement each producer had with his own customers; 
is that it? 

Mr. FiriscumMann. I believe that is what it is. 

Mr. Chairman, I do not know, perhaps there was some kind of an 
illegal agreement among them. I will say—I am certain of this—that 
virtually every producer in the country up to the time he was put 
under allocation control had a voluntary allocation procedure. 

He almost had to have because, as you know, a large part of the 
supply was preempted for the military. Then he had the problem of 
how to take care of his customers, and most of them adopted some 
such historical pattern device as has been described here. 

Mr. Wiison. Of course, the President and everybody else urged 
business to adopt voluntary allocations long before the allocations 
were put on. 

Mr. FieiscumMann. Yes; I think that would be found to be true. 


. 
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The CuarrmMan. There is no criticism. 

Mr. Fieiscumann. I think it was very widespread. 

The Cnairman. But, of course, say you had five producers, each of 
them having their own voluntary allocation among their own cus- 
tomers. If they integrate all of those allocations one with the other, 
that might be unlawful, might it not / 

Mr. FietscuMann. I think it would be if it were an effective agree- 
ment made to do that; ves, sir. 

Mr. Goupsrern. And if they all followed the same pattern of action 
as a result of their voluntary agreement, would that also be ¢ 

Mr. FieiscumMann. You know my father, who was a lawyer, once 
said on a question like that, “I would want a substantial retainer to 
analyze that question.” 

But let me say this. I do not believe that coming to an industry 
idvisory committee and each person simply saying, “I am allocating 
to my customers on a historical percentage basis,” I do not believe that 
in and of itself would be illegal at all. 

Mr. Gorpsrein. Not being a WOC, I am unable to provide that 
retainer. 

Mr. Firiscumann. And Iam unable to accept it, not being a WOC. 

Mr. Goupsrern. Let us pass to the alloy and standard steel pro- 
ducers meeting of November 20, 1950, where on the single page it is 
stated: 


After a lengthy discussion the industry group, while realizing that nickel was 
in tight supply, recommended that nickel continue to be allocated voluntarily 
by nickel suppliers rather than for NPA to impose controls at this time. 


Can you tell from those minutes, sir, whether or not you have the 


type of agreement that you are talking about ¢ 

Mr. FrencumMann. That is almost a typical recommendation by 
sng stry. I have yet to see many industry groups that come in and 
say. “Good old NPA, you ought to take over the allocation. 

"They nearly always think that they could allocate it better than 
the Government, and it is not unusual at all to have industry recom- 
mend to us that voluntary allocation of that kind be used. The 
steel industry recommended that to us right from the start. 

I happen to believe that in a time of great scarcity as we have now, 
that the Government can allocate better, so we generally do not fol- 
low those recommendations, but that is a typical recommendation. I 
vm sure you would find many such recommendations.” 

Mr. Gotpstern. Well, sir, this is an iffy question, but assuming that 
we had minutes which show we had the type of voluntary agreement 
that would be in violation of the antitrust laws and NPA refrained 
from imposing controls, would they not in a sense be sanctioning that 
type of an agreement / 

Mr. FurtscHMANN. We tried very hard to avoid these dangers. In 
the first place we nearly always have counsel present at these meetings 
and they are people who have been alerted to the problems of monop- 
oly inherent in any such undertaking. 

Now if they found that there was existing in the industry an agree- 
ment which would violate the antitrust laws affecting our interest in 
allocating materials, it would be their immediate duty to tell the 
general counsel of it, and he would report it to me. 

Mr. Gotpsrer. Let us take the February 27 meeting of the Mer- 
chant Pig Iron Industry Advisory Committee attended by Mr. Claus- 
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sen of the Iron and Steel Division. At that meeting he informed, 
did he not, the members that there had been complaints received froii, 
the trade about cut-backs by the integrated companies in their ship 
ments of pig iron, at the same time he emphasized the obligation upor 
producers to keep the flow of merchant pig-iron shipments at the 
base-period rate until allocations are instituted. 

At that point the minutes would indicate that some consideration 
had been given to issuing an order on the subject, according to Mr. 
Claussen, but he believed this could be avoided if the industry would 
voluntarily undertake to maintain production and the shipments of 
production on the same basis as during this first 6 months of 1950. 

Now does that not represent a voluntary agreement affecting the non 
integrated members who use pig iron ¢ 

Mr. FiriscumMann. I do not believe so. I know that while we have 
developed many orders, we urged the producers pending the develop 
ment of such orders to keep on taking care of their regular custom 
ers until an allocation system, which is obviously superior, could be 
provided. 

Mr. Goupstrin. Does not Mr. Clausen, in effect, say that he did not 
feel that an allocation system was superior, because didn’t he go 
on to say that he would write to the nonmembers of the committee, 
who were in the business, and ask them to meet the voluntary plan 
so as to obviate the necessity for NPA to issue an order ? 

Mr. FieiscuMann. I do not know. I have not read this. I just 
saw it now. 

Mr. Goupsre1n. I believe that appears further on, sir, if you care 
to read further. 

Mr. Walden, will you point out that portion to Mr. Fleischmann? 

Mr. FLEtscHMANN (reading) : 

Mr. Claussen will take the matter up by letter with all producers who are not 
on the committee. 

Mr. Gotpstrern. Does it not indicate that that was for the pur 
pose of obviating an allocation order by NPA? 

Mr. FietscuMann. I think it does; yes. 

Mr. Goupstern. Well, sir, how does that fit in with the general idea 
that it would be more desirable to have an allocation system by NPA 
where an NPA representative wishes to obviate the necessity for it / 

Mr. FieiscuMann. It indicates that Mr. Claussen thought at that 
moment that the situation under the voluntary-allocation system which 
each producer apparently was using was an adequate and proper one 
and that it was 4 toe ‘are of the situation. 

Mr. Goipstrrin. Even though there were complaints from nonin- 
tegrated persons in the industry ? 

Mr. FieiscumMann. Yes. I do not say it is right or wrong. I do 
not know the facts. ; 

Mr. Srevens. Could I ask one question on this? 

Mr. Fleischmann, as I understand it, if each producer tells what 
his program is in the presence of all the others, that, in your opinion, 
is permissible. 

Now, as I read that minute, the request by the NPA official was 
that each of the producers should undertake a voluntary-allocation 
program. If the NPA official did make such request to the severa! 
producers at the meeting, and if each of them said “I will comply 
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with your suggestion,” and each then adopted a similar independent 
agreement with the Government official in order, in effect, to fore- 
stall Government regulation, would that type of series of independent 
agreements, made one in the presence of the other, in your opinion, 
constitute the type of arrangement which should be considered by 
the Attorney General ¢ 

Mr. Fieiscumann. I do not believe that the arrangement, as you 
have just described it, would violate the antitrust laws. That is just 
my own opinion on the subject. 

Personally, I do not favor, as I have said, any prolonged continua- 
tion where the situation becomes so acute that you have to have a drastic 
cut-back. I do not believe that individual voluntary allocations of 
the kind here mentioned are advisable. This could become illegal if 
certain additional things were added. 

If one producer said, “I will take care of your customer because it 
is cheaper for me to do it,” and they had that kind of exchange, that 
would clearly be a violation of the antitrust laws. I do not believe 
that there is anything illegal in an individual producer saying, “I 
am going to give to my old customers on a historical basis,” and the 
others saying, “I am going to do the same thing.” 

Mr. Stevens. If they all do it at the request of the Government 
at the same time ¢ 

Mr. FieiscumMann. When the shortage becomes substantial, it is 
better to do that thing by Government order. You could then take 
care of the new producer, the fellow who cannot get along because 
he shopped around among producers and never established a pattern, 
and I personally believe that as a matter of general policy it is better 
to do it that way. 

Now, in order to decide whether Mr. Claussen was right, I would 
have to go into the factors which led him to say “Let us keep up the 
pig-iron allocation.” I do not know whether he was right or wrong. 

Mr. Goipstrix. Well, sir, you will note that Mr. Claussen em- 
phasized the obligation of the integrated producers to supply the non- 
integrated users. : 

Mr. FieiscuMann. Yes, and rightfully so. 

Mr. Goupstrrx. Now, what obligation did he have in mind for 
using the voluntary agreement in that case? 

Mr. FLetscuMann. I think what he had in mind was that obviously, 
in times when things become tight, the integrated producer tends to 
forget about the nonintegrated producer. We all know that to be 
true, and what he was saying was, in effect, if that starts to happen, 
we will have to have an allocation order. I think that is what he was 
saying. 

Mr. Goupste1n. He does indicate, of course, that it had happened 
in terms of the complaints, but he was willing to avoid the allocation 
order if there was this voluntary agreement. 

Mr. Fieiscumann. Well, I say this; that if the knowledge at his 
disposal was such as to indicate that substantially equitable distribu- 
tion was being made by each producer allocating voluntarily, if that 
was the case, he felt and a great many other people feel that there is no 
sovereign remedy just in having a Government regulation for every- 
thing. ; 

If the situation is satisfactory that way, well and good: but, if 
his judgment was wrong and if the integrated producers were not 
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giving what they should, that generally cannot be corrected by vol- 
untary methods, and you need an order for it. 

Mr. Wuson. In the absence of that, though, you do not know of 
any fairer way to allocate material than by historical basis, do you? 

Mr. Frerscumann. Well, it is the basis that the Congress adopted, 
as you know. 

Mr. Wirson. It always has with regard to crops and everything 
else. 
Mr. FietscumMann. I have racked my brains, I may say, to think of 
fairer ways to do it. There is one other way—it isn’t fairer—and 
that is to allocate in accordance with essentiality. If you put that 
aside, then the historical method, leaving a small kitty apart for new 
producers and emergency situations, is about the only way that any- 
hody has ever been able to think of. 

Mr. Gotpsters. Well, sir, then I take it with respect to the meet- 
ine of the Native Sulfur Industry Committee group, on April 19, 
1951, that your feeling. with reference to the statement of Mr. Bates, 
of the Chemical Division, to the effect that “Sulfur producers have 
been most cooperative in making uniform percentage reductions in 
their shipments of sulfur and in supplying additional quantities 
where needed.” is that such statement represents the same sort of 
agreement that vou consider necessary. 

It might also be noted that at the same meeting it was pointed out 
that “Industry representatives indicated that they preferred the pres- 
ent informal and voluntary method of meeting the sulfur problem 
if workable, to any system of rigid Government controls.” 

I wonder with respect to that if vou would characterize that as the 
same type of informal agreement which you consider proper at this 
time. 

Mr. FierscumMann. Well, sulfur is a small industry, and each one, 
Lam told, put a straight percentage reduction on business, and T heard 
no complaints that I can reeall, though there may obviously have been 
some—I just did not happen to hear them—and, as I say, I do not 
think there is anything illegal in such a system. 

Sulfur is getting tighter and tighter, as you know. I presume we 
will have to put it under more rigid allocation control before long. 

Mr. Goupsrern. All right, sir. Now, with respect to the meeting of 
October 4, 1951, of the Pulp Paper and Board Industry Council, Mr. 
George Dyke, representing one of the industry members, being a mem- 
ber of the committee, led the discussion on behalf of the board industry. 
| Reading :] 

He pointed out that the industry had voluntarily organized to meet and give 
preference to Government requirements for containers and the board required 
for them, particularly those requirements of the office of the Quartermaster for 
oversea shipping containers. 

My question, sir, although it is most commendable to give preference 
to the United States Government for oversea shipment, is whether 
or not that type of voluntary agreement, giving preference to a single 
customer, be it even the United States, does not also represent the 
type of agreement which should be submitted to the Attorney General? 

Mr. FietscuMann. No. Mr. George Dyke, who I gather was an in- 
dustry representative—is that correct ?—— 

Mr. Gotpstern. I believe he was. 
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Mr. FierscuMann (continuing). Fell into error. He just thought 
he was voluntarily giving preference, because our regulations require 
him to give preference, and they were just doing what they were 
legally obligated to do. ; 

‘Mr. Gotpsrer. All right, sir. Now we will pass on to the Tin Plate 
Industry Advisory Committee meeting of April 15, where at page 6 
it reads: 

The committee discussed the matter of a uniform policy for the acceptance of 
DO-rated orders by all producers within the industry. Agreement was reached 
that each company could determine its acceptance of the rated orders beyond 
the 5-percent requirement in M-—1 for tin plate and terneplate DO's. 

Would that again fall into your general category / 

Mr. FieiscuMann. Let me say this on that language: I have urged 
the people charged with industry-advisory-committee hearings and 
reports not to use language of that kind. I want to make it perfectly 
clear that we are not looking for agreement by the industry advisory 
committees. 

They do not do anything by agreement, and in this particular case 
that is emphasized by the fact that we had an order out. The order 
required them to take whatever it is, 5-percent requirement of their 
orders in preference-rated orders. It was estimated that that would 
take care of the whole load. 

Anything they did above and beyond that was their own responsi- 
bility. They could accept rated orders over and above that or they did 
not have to; and, when it says “agreement was reached that each com- 
pany could determine its acceptance of the rated order,” the agreement 
ineans nothing. That was the law on the subject. 

They may have agreed that that is what the regulation meant. 
That is what the regulation meant, and the term “agreement” has no 
meaning. 

I would not have phrased it that way because no agreement has 
anything to do with the subject. They were in fact free to accept or 
reject rated orders beyond the 5 percent. That was the case whiere 
it had been computed that at that point the take of military orders 
was 5 percent of everybody's capacity. 

In order to spread it equitably across the industry, we required 
everybody to take up to that percentage of the rated orders. Bevond 
that they were free to take more rated business if they wanted it, or 
to reject it, and that was not the result of an agreement. It was the 
result of our order, 

Mr. Goupsrrin. On that basis, let us pass to the May 1 meeting of 
the Wirebound Box and Crate Industry Advisory Committee at which 
Mr. Zachary of NPA was in attendance. At page 5 Mr. Zachary is 
quoted as follows: 

Mr. Zachary mentioned that it might be necessary to have some end-use 
limitation on galvanized wire. He asked if the industry would automatically 
limit its use if there was not enough wire to go around, or if it would rather 
have NPA set up an order. 

Now, in that respect, sir, is it NPA policy to request that industry 
limit end use on its own without an order ? 

Mr. Frriscumann. Yes. We very frequently ask people to limit 
the use of scarce materials. We do it all the time: in fact, every day. 

Mr. Gorvsrerx. So that the industry would automatically do it 
Without the necessity foran NPA order. 
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Mr. FietiscuMann. Well, we are continually urging conservation 
measures. In other words, as you know, we try to “get. people out of 
nickel and out of aluminum and out of the use of any metal. In the 
container field we try to get them voluntarily, where we can, to do 
things other than use cans for beer; and, when we cannot, put out 
orders on the subject, but we continually urge them to use less scarce 
materials. 

Mr. Goupsrein. Sir, with respect to the question of whether con 
servation orders should be in terms of general agreements or not, 
voluntary agreements rather than those subject to the Attorney Gen 
eral’s approval, I would like to hand you the minutes of the May 9 
meeting of the Newspaper Industry Advisory meeting, where at page 
4 Mr. Chandler of NPA, Printing and Publishing Division, outlined 
the manner in which informal, oral conservation agreements among 
publishers were reached in World War II, and then goes on to point 
out that experience has shown that such informal agreements nor 
mally have to come within the purview of the Attorney General's 
activities. Is that a correct reflection of World War II experience on 
conservation agreements ? 

Mr. FieiscumMann. I am trying to remember what that experience 
was. As you know, certain types of conservation agreements can 
very easily come over into the antitrust field. 

Such fields as standardization are prolific sources of antitrust prose- 
cution, and obviously we have to be reasonably alert to see to it that 
that kind of an agreement which has antitrust implications is not 
made. 

In this particular case I see that Mr. Thompson of our statf recom- 
mended that if any such general plan was to be introduced, that it 
should be presented to the Departinent of Justice for approval, and 
certainly I think that was a lawyer-like way to do it. I would always 
err on that side if I were advising the committee. 

Mr. Goipstrern. Do you think that situation is distinguishable from 
the other situations where you have discussed methods of conservation 
such as the end use of galvanized wire? Do you think there is a real 
distinction between that situation and the newspaper conservation 
problem where you worry about the 

Mr. Frerscumann. Well, I take this position, Mr. Goldstein. 1 
think the NPA not aie has the right but a positive obligation and 
duty to urge the strictest conservation methods at all times on indus 
try, urge them to do everything they can to save scarce material. 

On the other hand, there is another step which is in the nature of a 
formal agreement by everybody that they will comply with certain 
specifications, which has the effect of eliminating very often particular 
items which a manufacturer might be making and might be profitable 
to him, and if you get to that stage, then certainly as a lawyer I would 
advise that they be submitted to the Attorne y General. I think there 
is every possible gradation in this field. 

Mr. Goupsretn. Well, you would agree, would you not, that some 
of these minutes are not adequate enough to reflect all the possilile 
antitrust implications of these agreements ? 

Mr. Fietscumann, Oh, yes; I do not think you can 

Mr. Goxpstern. And these minutes are edited through the Lega! 
Division of NPA as well as through the Industry Advisory Committee 
Division of NPA. 
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Mr. Fieiscumann. Well, I do not know whether the Legal Division 
edits them or not. I might say I am rather agreeably surprised be- 
cause in those many cases you have handed me, I do not see any trouble- 
some antitrust impiications. Perhaps I should, but I do not. 

Mr. Kearine. Are those Government representatives in all cases 
lawyers ¢ 

Mr. Fieriscumann. We nearly always have a Government lawyer 
present there. i 

Mr. Keatine. He is not necessarily the Government representative ? 

Mr. FietscumMann. No; he is generally not the presiding officer, 
but he is there not just for this purpose but to advise them of the 
scope of the powers of the Government under the Defense Produc- 
tion Act, what they can and cannot do either by law or by voluntary 
agreement. 

Mr. Keating. Is he a lawyer from your staff? 

Mr. FietiscumMann. Yes, sir; always. 

Mr. Keating. How many lawyers do you have? 

Mr. Firiscumann. In the forties; 45 or 50. 

Mr. Keating. They are attached to—— 

Mr. FietscumMann. Generally assigned to particular industry divi- 
sions. We have 35 industry divisions, more or less. 

Mr. Bryson. Are the presiding officers, representing the Govern- 
ment at these industry advisory meetings, usually men of that partic- 
ular industry background / 

Mr. Fixtscumann. Usually so, and that is obviously a subject of 
legitimate difference of opinion. It has been my experience that it 
is difficult, if not hopeless, for a man without that industry background 


to preside successfully. That is why among other reasons we do have 
a lawyer present at all times, and his job is to keep me informed and 
Mr. Belsley’s staff informed. Mr. Belsley is the head of this special- 
ist staff on the organization of industry advisory committees. He 


has a man present there for the same reasons, 

And I might add I know that none of the legal staff are WOC 
employees, and I believe none of Mr. Belsley’s staff are WOC. 

Mr. Gotpstern. Mr. Fleischmann, one last question on the voluntary 
agreements. Turning again to that October 9, 1950, meeting of the 
Pulp, Paper, and Board Industry Council, where reference was made 
to the overseas shipment agreement, and your statement that Mr. 
Dyke was in error with regard to the fact that an order had already 
been entered on the 25-percent allocation, I wonder, sir, if you would 
be able to supply us at some future date with the order and the date 
of the issuance of that order? 

Mr. FieiscuMann. Wasn't Mr. Dyke’s statement that there had 
been a voluntary agreement to take care of priority requirements? 

Mr. Gorpstern. That there was a voluntary agreement to supply 
the Government for overseas shipment, and I believe your statement 
was, Sir 

Mr. Fuerscumann. The Quartermaster. 

Mr. Gotpstern. Yes; the Quartermaster. Your view was that this 
was not a voluntary agreement and that the matter had already been 
taken care of through an order. 

Mr. FreiscuMann. That was regulation 2, issued about 2 weeks 
after we got down here in September. 

Mr. Gorpstery. I see. Thank you. 
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Now passing to the question of WOC men—— 

The Cuatrman. Before you come to that, may I ask this question. 
We have had an inquiry here, and we have heard of the difficulties 
of some 17,000 end fabricators in obtaining ingot supply or aluminum 
sheets out of which they make the end products, and that the three 
companies, Alcoa, Kaiser, and Reynolds, naturally husband unto 
themselves most of the civilian material. Whereas, heretofore, before 
the emergency they were supplying these fabricators, now, because of 
the scarcity of material these 17,000 fabricators are sorely put to it 
and cannot get supplies which they formerly received from ‘these three 
companies, ‘Alcoa, Kaiser, and Reynolds. 

Have you thought of any program for allocating old as well as 
new production from these three companies to the so-called 17,000 
end fabricators ¢ 

Mr. Freiscumann. Well, Mr. Chairman, under the controlled 
materials plan which went into effect on July 1, but because of lead 
time at the mill w ont not be operative in industry across the board until 
September, I believe a large part of that difficulty will be eliminated. 

In the first place, for ‘the third quarter, effective in September, 
all of the producers, large and small, and all of the fabricators who 
are in the more essential lines will have compulsory allotments of 
aluminum based largely on a historical pattern, pre-orea, which is 
what we are trying to get back into. 

There is only one small field that is not preempted by the con- 
trolled materials plan at the present time, and even that may be for 
the fourth quarter. That is the field, generally speaking, that I 
would call durable consumers’ goods. 

In that field distribution is accomplished by limiting everybody to 
substantially the same percentage of operation as they enjoyed during 
pre-Korea days, and even there the smallest users, as I explained be- 
fore, have the right to place their own self-certified allotments, which 
will be fully the equivalent of any other CMP allotment. 

The Coairman. Will that proportion they received during the pre 
emergency period apply to new | production as well as old production 
of the three old-line comp: nies 

Mr. FLeiscHMann. Yes, sir; Saale to the extent that some of that 
new production as you know is being stockpiled. 

The Cnatrman. Aside from the stockpile / 

Mr. FLetscuMann. Yes, sir; we intend to divide up just about 
every pound of aluminum as best we can. 

The Cuairman. When will that take effect? Will that take effect 
in the last quarter / 

Mr. FiriscuMann. No: before that. CMP was established July 1, 
but could not be immedi: itely effective because of the factor of lead 
time. In other words, you cannot serve an allotment today on a mil! 
and have delivery tomorrow. I forget what the exact gap is with 

aluminum, but it is approximately a 45-day lead time. It will be 
effective beginning September 1, 

The Cramman. How are you going to police that ? 

Mr. Firiscumann. Well, the people who do net get their aluminum 
police it for themselves. It is our obligation, having given out the 
allotments, to, as we call it, find a home for them. You see, the theory 
is that we give out allotments just up to the supply. We overallot a 
little bit bec: ‘cause of the factor of attrition. 
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In some allotments the individual does not want all the aluminum 
that is allotted, but if they cannot cash the allotment for aluminum, 
they come to us and it is our obligation to find out why not. 

The Cuatrman. So that you have three aluminum pies, as it were, 
the Alcoa pie, the Reynolds pie, and the Kaiser pie, and you divide 
that up. 

Mr. Fieiscrimann. Yes, sir. 

The Cuamman. And if the fabricators do not obtain their proper 
slice of each of the pies, they come to you and you force the producers 
to give it to them ? 

Mr. Freiscumann. Well, generally speaking, what they do is to 
serve this ticket on any one of the three, and if the ticket is rejected, 
they come to us and we try to find out first why it was rejected. If 
the answer is they have preempted their entire supply on these tickets, 
why then we try to find vacant space some place else. 

Now that system worked reasonably well during World War IT. 
I do not want to claim too much for it, but it worked reasonably well. 

The CuamrMan. It is a very creditable plan if you can carry it out 
successfully. I asked before about new production. With new alloca- 
tions granted to these three companies, will that also apply to new 
allocations in the production of aluminum ¢ 

Mr. FiriscHMann. We are allocating a constantly increasing 
amount of aluminum and steel as the new production comes in. There 
is not anything reserved for the benefit of the producer. That is all 
part of the pot. 

Some of it, as I said, goes to stockpile, as you know, but outside of 
that, everything that we have got is going to be allocated. We are so 
short of aluminum that we cannot aflord ta—— 

The CuarrMan. You are going to meet with tremendous opposi- 
tion from these three line companies in carrying that out. 

Mr. Fieiscumann. Well, we think that is behind us. Those regula- 
tions have been announced. They were the same regulations that were 
used successfully in World War II. 

They will not work very well during this third quarter because there 
is the confusion incident to putting in a vast operation like this, but 
by the fourth quarter I think it will be working pretty well. 

Mr. Wiuis. Mr. Chairman, may I suggest a thought in that con- 
nection. We are all agreed, apparently, that historical base method 
for dividing a share of the pie seems to be the most equitable, but we 
have had some very interesting testimony here, if the chairman will 
recall, that makes it clear that in the fixing of a base period, who 
fixes the base period and who fixes the past history is very, very im- 
portant. 

You remember in connection with rubber that there was an alle- 
gation here, I think, that although rubber requirements were divided 
on a historical base, it was said that the problems arose because who- 
ever had to do with the fixing of the period of time for the base period 
was all important. 

In other words, if the three integrated plants, Kaiser, Reynolds, and 
Aleoa, would have to do with devising the base. and if they, know- 
ing more of the history of the peak requirements of their own sub- 
sidiary companies, had a say in choosing the base period, that would 
have a great deal to do with the equity of it, and I hope you will keep 
that in mind, 


SOS61 5i—ser. 1, pt. 4——46 





704 STUDY OF MONOPOLY POWER 


Mr. Fieiscumann. Well, we certainly will. Of course, the Gov- 
ernment responsibility to fix the base period—and I might say it is 
not an easy one—— 

Mr. Wius. I know it is very difficult. 

Mr. FieiscumMann. And you have all kinds of factors, as you know, 
Congressman, like strikes which always throw any base period out 
of whack, or a fire or some very abnormal situation, and you never 
find a base period that suits any appreciable number of producers and 
consumers. ‘They always look at it, not surprisingly, from the stand- 
point of which is the base period for them. 

Mr. Goupsrern. Passing on, if we may, to the WOC problems; 
I wonder if on the basis of your experience during World War II 
and of your present experience, you would agree that we do need rules 
governing the use of WOC personnel for two basic reasons: One, to 
protect the public interest, and, two, to protect. the WOC personnel 
from unnecessary embarrassment which might impair the efficient 
conduct of their duties and from being in a position which might un- 
fairly impugn their motives in reference to certain policy actions? 

Mr. FietscumMann. Yes, sir. 

Mr. Goupste1n. You would be in agreement with that? 

Mr. FieiscuMann. Yes, sir. 

Mr. Goupsrerx. Now along that line, do you believe that considera- 
tion should be given to any rule which would prohibit the placing of 
sales personnel in policy-making positions, that is, as chiefs of sec- 
tions or divisions where as policy makers they could benefit either 
their employer or the customers of their employer ? 

I note, if I may just interrupt before you answer, that you had said 
that vou do have safeguards against a WOC directly benefiting his 
employer. I wonder if your safeguards extend to the point where 
if the WOC is dealing with a problem and if it relates to the best or 
one of the largest customers of his home firm, that problem is also 
placed outside the purview of his duties? 

Mr. FrerscHmMann. Well, to take the first question first, I do not 
believe in setting aside sales people as a particular group for being 
stigmatized. There are good sales people and some not so good. 
We try to get the best people we can. 

Some of them are sales people and some of them are not, and my 
first reaction to your question is I would not agree to a policy which 
says we could not put sales people in positions of responsibility. 

Mr. Gotpsrern. Sir, I want to make it clear that counsel and, I 
believe, the subcommittee have no intentions of stigmatizing any indi- 
vidual or any group. Rather, as previously stated, it is our purpose to 
protect either an individual or a group from unnecessary embar- 
rassment, and it is within that context that the question was framed. 

In other words, in view of the fact that questions might arise as to 
whether or not in dealing with a major customer of his employer a 
WOC’s motives might be unfairly impunged, would it not be in the 
best interest of a WOC to protect him from being in a position where 
he would have to make a decision relating to his employer’s biggest 
customers. 

Mr. FieiscumMann. Let me state my own belief. Mr. Goldstein. I 
wish that it were possible to obtain all compensated employees for the 
Government for the reason, among others, that you mentioned. It is 
virtually impossible for a WOC at some point or another not to be 
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criticized, and the thought raised that maybe he is helping his own 
company. 

Therefore, I devotedly wish that there were qualified personnel 
available who would be willing to take the positions on a salaried 
basis. I know nearly all WOC’s that I talk to wish the same thing. 

They would rather be home than in Washington, strange as that 
may seem, but it cannot be done in my judgment, and I do not believe 
that sales people are any more prone to that criticism, justly or un- 
justly, than business managers of any other kind. 

The Cuarrman. Of course you remember that rather notorious case 
you had with locomotives; do you not ? 

Mr. FietscumMann. Yes; I do. 

The Cuairman. There was a sales manager involved there who 
allocated steel, and we found that he had allocated exclusively to one 
of his old customers, his exclusive customer. He did not sell any 
body else who was a manufacturer of locomotives. 

There were the applications of four other competing locomotive 
companies, whose papers were lost once; the papers were lost twice, 
and it left us in doubt as to what was happening. 

Mr. Kearine. He is not there any more. 

Mr. Firisciemann. No; but I want to make clear I have the most 
implicit confidence in the man in question. I just want to make that 
clear for the record. His leaving had absolutely nothing to do with 
that case. 

We are using, as I think you know, a rotation policy which keeps 
people here a certain period of time, and his time expired. I did not 
ask him to leave in any way as a result of that, because I reached a 
different conclusion. I do not know as I reached a different conclu- 
sion; as the chairman said, he was in doubt on the subject. 

Knowing the man and making my own investigation, I determined 
that there was no wrongdoing of any kind, and he was leaving, 
anyhow. 

Mr. Bryson. You did not condone that? 

Mr. FieiscumMann. I do not condone any inefficiency, but I have 
been through this before and I know that inefliciency and lost papers 
and what may seem to the outsider to be bungling are inescapable in 
an early stage of a vast undertaking of this kind. 

Mr. Kratine. This happened to be bungling that just benefited one 
concern, and that was his only former customer. 

Mr. Fiviscumann. I do not know the facts, but I am sure that the 
vast company with which he associated himself did business with all 
none of the companies which it was claimed were hurt by it were, in 
any sense, small businesses. They were all vast industrial concerns, 
too. 

The CnatrmMan. Except that if it happens to some of the large out- 
fits, imagine the terrific predicament if it happens to a small fellow. 

Mr. FieiscumMann. I might say, Mr. Chairman, in connection with 
that case that the General Motors Co., which I believe was the bene- 
ficiary of these mistakes-—— 

The Cnarrmman. The lost documents? 

Mr. Fieiscumann. Yes—was in my office at least three times prior 
to this ease which you developed claiming that they had been bitterly 
discriminated against. in the allotment of steel for locomotive pur- 
poses, that General Electric in particular and one or two others of 
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the companies had gotten excessive allotments based on the historical 
period, and, I think, at least three vice presidents of that company— 
and I have the record of it which I will show you—assert to me that 
they were the victim of complete discrimination against them. 

I do not know that that fact ever was shown in the hearings, but 
it was the case. They saw me personally on the subject. 

The Cuarrman. We extended an invitation to General Motors to 
come in here and explain that situation, and they were not inclined 
to avail themselves of, and embrace that opportunity. 

Mr. FieiscuMann. I might say as result of that case, as I think 
you know, I put in some procedures designed to prevent a repetition 
of that. It was very useful to me. We had a good many cases of 
mistakes, lost papers, and everything else at the War Production 
Board. 

I used to think about one out of every three papers got lost over 
there, and we have procedures now which are designed to see to it that 
in cases of difference of opinion between divisions they are referred 
to the policy end of the agency, of which I am the head, and short of 
myself Mr. Bowman, who is my assistant administrator and has no 
business connections of any kind, has the final authority on disputes 
between divisions. 

Mr. McCutzocn. Just a moment. By the way, Mr. Chairman, I 
would like to know what happened to this subordinate employee who 
developed the case history of these lost documents. 

Mr. Keatrne. Colonel Knight. 

Mr. Fietscumann. Colonel Knight filed a paper resigning before 
he ever came up here to testify. I think we have shown Mr. Gold- 
stein—I do not know whether the chairman has seen them—all of the 
documents relating to the case. 

Mr. Keatrine. He told us that he asked his superior before he came 
up here, told his superior he was going to testify, to which his superior 
voiced some objections, and he asked him before he came up what 
date he would like to put in his letter of resignation. 

Mr. Fierscumann. I have submitted all of the documents on that 
subject. There was not the slightest evidence of any kind, and I assure 
you I investigated it very carefully, of any coercion on that man to 
resign, 

Any coercion on that subject would be so far repugnant to what I 
believe and stand for that I assure you I would not tolerate it. I not 
only welcome congressional inquiry; I spend a good part of my work- 
ing honrs indulging myself in it. 

I know that good comes out of it as it did in this particular case 
and I can only assure you that if T had thought for one minute that 
there was any coercion exercised I would not tolerate it. As a 
matter of fact he came in after the hearings and asked that condi- 
tions of his leaving be changed; that instead of resigning he be put 
on some kind of leave status, and that was granted him, and I assure 
you if you want to go into that subject again, Mr. Glenn and the 
other people down there know all about it. 

We voluntarily submitted all of the documents in the case, and I 
feel quite strongly if you wish to go into that again as I did, that 
you will come to the same conclusion that I did. 

The Crarmran. Mr. Knight I think had his status changed to 
that of leave of absence so that he could go to ECA. 
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Mr. Fietscumann. Yes. He had wanted to go into the ECA. 

The Cuairman. He is not in the ECA. He is now without a job. 
He is a now. 

Mr. Goupsrern. T might say, Mr. Chairman, that Mr. Fleischmann 
ise ci in stating that he submitted documents to the subcommittee. 
The statements submitted to the subcommittee were submitted to 
Colonel Knight for his views. 

Colonel Knight has just sent us his version of the matter and I 
am going to request that we accept for inclusion in our appendix of 
the hearings both points of view on the subject for the consideration 
of the subcommittee In its final report. 

Mr. MeCunsiocu. IT think that should be done so the full record 
would be available. 

Mr. HiILiines. Mr. Fleischmann, then you would Say that any 
employee or official of NPA who wished to come before this committee 
or any congressional committee to disclose certain facts along the 
lines of inefliciency would not have to fear reprisal; is that correct ¢ 

Mr. Fretrscumann. Not only not have to fear reprisals, he is 
weleome to come. As the Chairman and Mr. Goldstein know. I 
operate as far as I can a goldfish-bowl policy down there. We have 
furnished documents by the bushel basket to this and many other 
committees, and as long as I am there I intend to continue to do that. 

Any witness you intend to have come up here, anyone you want to 
have, I will send up voluntarily. It is the only way to operate, and 
I know it. 

Mr. Hiniines. Are the people of NPA familar with that policy, 
that they need not fear any reprisals if they should so testify / 

Mr. Fretscumann. Well, they certainly are to the fullest extent 
that Tcan make them. Now in an organization of nearly 5,000 people, 
of course, vou cannot always prevent misunderstandings, but we have 
a legislative man set up to make it easy for the Congress to get 
information and to get access to the people, and all T ean say is I 
feel very deeply and strongly about that subject. a | I would no 
more thing of disciplining a man for going up and te! ng the truth 
before a committee than I would of selling out the Government. I 
just would not do it. 

Mr. Gotpsterx. Mr. Fleischmann, you have spoken at some length 
previously about the function of paid tracde-association executives as 
members of industry advisory committees, and I believe it would be 
correct to characterize your testimony as being that you do not feel 

that they have a proper function on industry advisory committees. 

Mr. FretscumMann. Not on industry advisory committees. There 
are many very able, very high-minded men obviously serving as trade- 
association executives, and I have on my own occasion very often 
sought advice on a particular problem from a particular association 
executive. Beyond that my door is always open to them, of course, 
as to any other citizen. 

Mr. Gorpsrern. Again, sir, we are not trying to stigmatize anyone, 
but——— 

Mr. Furiscumann. That is it, but I do not believe they should 
serve on the industr Vv advi Isory committees, 

Mr. Gorpsrrrn. Does your same feeling apply to their being hired 
as WOC employees ¢ 


2 See appendix, infra, p. 881, ff 
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Mr. FietscuMann. Yes, sir; I do not favor that. 

Mr. Goupsterx. Now would it be correct to state that you believe 
that the optimum situation would be that in which you could find 
a qualified full-time Government employee to fill policy-making 
positions ? 

Mr. FierscumMann. Not only policy but operating positions. 

Mr. GotpsTern. You spoke previously about the rotation plan in 
effect in the Iron and Steel Division. Are you sure that a rotation of 
employees contributes to continuity of policy and to efficient policy! 

Mr. Fietscumann. Well, it does not particularly contribute to 
either one of those things. The rotation policy ¢ 

Mr. Gotpsrern. Yes, sir. 

Mr. FLetscuMann. No, it does not particularly contribute to either 
continuity or efficiency. Obviously if a fellow goes home as soon as 
he gets some experience, that does not 

The Caatrman. You have no choice. 

Mr. FieiscuMann. We do not have a choice though. 

Mr. Gorpstern. Is that rotation policy imposed on you by the indus- 
try as distinguished from it being NPA policy? 

Mr. Fieiscuomann. It is imposed I would say by two circum- 
stances. In the first place you can get people to come down for 6 
months when you cannot get them to come down for a year or indefi- 
nitely. That is usually,more a matter of individual choice, although 
in some cases obviously the company will not make them available 
for a longer period. That is the usual reason why we cannot get 
them for a longer period. 

Then I also happen to believe that it is a good thing for industry 
and for the Government to have some infiltration both ways. Govern- 
ment and business have to act jointly in so very many circumstances 
today that I think it is a good kine to have business people who hava 
some experience in Government, and particularly so if we should run 
into an all-out emergency. 

I think it would be a good thing to have a trained group of people 
in business who could be called down in the Government. To that 
extent it is a deliberate policy on my part. 

Mr. McCutiocu. Well, it also serves a good purpose in making use 
of all the segments of the industry; does it not ¢ 

Mr. FieisciumMann. Yes, sir; and to some extent it is an assurance 
against a continuation of some impropriety that might crop up. We 
try very hard to avoid it; but, if there is any, it is corrected, as usually 
these industry people do not stay a very long period of time. 

Mr. Gorpsrern. Is the rotation that has been taking place in the 
Iron and Steel Division normal as compared to the other divisions in 
which you have rotation ? 

Mr. FrerscumMann. Well, I would say that the iron and steel people 
have been a little bit more formal in not wanting their people, gen- 
erally speaking, to stay more than a 6 months’ period, whereas we 
have been a little bit more successful in some of the other industries 
in persuading them to stay a little longer. That is about all. 

Mr. Goupstern. So, Mr. Sentner will be here for a 6 months’ period ? 

Mr. FieiscumMann. I expect to work on him, but I am afraid I wil! 
be unsuccessful. 

Mr. Goupsrrern. Mr. Cole was here for approximately a 6 months’ 
period ? 
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Mr. Fietscumann. They all were. Mr. Foy has additional duties, 
and I would like him to stay a little longer, but I am afraid he will 
not. 

Mr. Goupstrern. I might say that originally in April there were 
submitted to the subcommittee certain documents reflecting WOC per- 
sonnel at NPA and just recently in the past week additional new and 
up-to-date material was submitted.*° 

The up-to-date material, Mr. Chairman, is being processed at the 
present time, but I should like to ask some questions based on the 
earlier material, if I may. On your thirty-odd commodity divisions 
at NPA, Mr. Fleischmann, how many are headed by WOC’s in terms 
of the April figures; do you happen to know ¢ 

Mr. FieiscuMann. Well, I do not know, but I would think a major- 
ity of them. I have it marked here on a chart. If you would like this 
chart, you can have it. Maybe I can count. 

Mr. Gotpstrern. While you are counting, sir, I would like to submit, 
Mr. Chairman, if I may, for the record a chart showing the heads of 
the divisions of NPA and their type of employment, whether they are 
WOC or paid employees; also a list of NPA experts, consultants, and 
WOC employees, submitted pursuant to subcommittee request of 


March 30, 1951. 


subcommittee. 


The Cuarrman. Accepted for the record. 
(The documents above referred to follow :) 


Division 


Iron and Steel_. 

Copper 

Alurninum and Magnesium 
Tin, Lead, and Zine 


Miscellaneous Metals 
Chemical 

Lumber and Products 
Pulp, Paper, and Board 
Printing and Publishing 


Containers and Packaging 

Rubber 

Construction 

Railroad Equipment 

Electrical Equipment 

Engine and Turbine 

General Components 

Agricultural Machinery. 

Motor Vehicle 

General Industrial Equip- 
ment. 

Electronics 

Consumers Durables 

service Equipment 

Ordnance and Shipbuilding 

Leather and Products 


ge and Reclamation 
extile 
Motion Pieture 
Scientific and 
Equipment 
‘ommunications - 


Technical 


Mining Machinery 
Water Resources 


°S The additional informatien has been placed in the appendix, infra, 


CHarr A.- 


ExHIBIT No. 73-A 


Name of director 


Richard Sentner 
Frank Hayes 
Nigel Bell 


Whitman W. Hopton 


| Harry B. Sharpe 
| Kenneth Klipstein 


Arthur Bruce 
Gabriel Ticoulat 
Arthur Treanor 


Charles Lewis 
Leland Spenser 
Neal Higgens 


| Robert Glenn 
| Bonnell W. Clark 


Charles F. Kells 


|} Samuel W. Comly 


King A. MeCord 
Courtney Johnson 
Marshall M. Smith 


Emond T. Morris 
Harry J. Holbrook 
Cameron B. Lynham 
Williarm C. Park 
Julius Schnitzer 


| Joseph Mitchener 


Edward Greb 
Henry A. Thurston 
Nathan Golden 
Howard A. Pringle 


Luther W. Hill 


Harold Montag 


Harvey 8. Howe. 


Heads of divisions of NPA 


Company 


United States Steel 

None 

Sterling Windows, Inc 

Mattiessen & Hegvler 
Zine Co. 


| None 


American Cyanamid Co 
E. L. Bruce Co 
Crown Zellerbach Corp 
Vice president, National 
Association of Manu- 
facturers. 
None 
Goodyear Tire & Rubber 
International Harvester 
None 
do 
West Penn Electric Co 
Russel, Burdsall & Ward 
Oliver Cor p 
Studebaker Corp 


| E. W. Bliss Co 


Westinghouse 
Borg Warner Corp 
L. C. Smith 
Welding Shipyard, Inc 
None 
Aviation consultant 
Safe Sorb ¢ ‘orp 
None 
do 


do 


Carolina Telephone & 
Telegraph Cc 


Lock Joint Pipe Co. 


This is based on the April figures submitted to the 


Without compensation 
Paid employee 

Do F 

Do 


Do 
Without compensation. 
Do 
Do 
Do 


Paid emplove 
Without compensation 
Do 


P * mplovee 
do 


Without compensation 
0 
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Mr. Gotpsrein. It is roughly 50 percent, is it not ? 

Mr. FietscHMaNnNn. I was going to say it is in the neighborhood of 
00 percent. 

Mr. Goupstern. I wonder if you would submit your chart as well 
to the subcommittee. 

Mr. FLEISCHMANN. Yes; we can submit it. 

The CHairman. You may submit it. That will be all right. 

Mr. FuriscHMann. We will indicate which divisions are currently 
headed by WOC employees. 

(The information referred to appears on the organizational chart 
herewith inserted. ) 

Mr. Gotpsrern. I wonder if you could tell us why it is that such 
Divisions as Copper and Aluminum have fully paid Government em- 
plovees as heads and at the same time it has been necessary to maintain 
in the Iron and Steel Division a series of WOC heads ? 

Mr. FietscHMann. Well, in the Copper Division Frank Hayes is 
a very valuable Government expert who came down to the War Pro- 
duction Board originally and stayed on, and he was in the Commerce 
Department and we had him available and we were very fortunate 
indeed to get him. 

Mr. Bell, who is the head of the Aluminum Division, as I reeall it, 
did come to us from industry, but he was willing to take a Government 
salary and did so. However, he is from industry. 

As far as the Iron and Steel Division is concerned, Mr. Kimball 
would be better able to tell you what efforts have been made to get 
them, but all I can say is that every capable steel man in the country 
today is employed at a salary exceeding what we can pay in the 
Government. 

Mr. Goupstern. Sir, I believe in your prepared statement you spoke 
of 153 employees, WOC employees on your rolls. 

Mr. FietiscHMann. At that time. There are more than that now. 

Mr. Gotpsrern. Yes, sir. Now do you happen to know whether 
or not it is correct to state that as of April 20 there were 22 WOC’s 
from the steel industry alone; that is of all major steel producers, in 
NPA, or roughly one-seventh ? 

Mr. FietscuMann. I think that is very probable. That is of course 
the biggest single division as far as its responsibilities are concerned. 

Mr. Goupsrerx. Mr. Chairman, I would like to submit for the record 
a listing showing those 22 persons on WOC basis in the NPA as of 
April 20 who are from the major steel companies. 

The Cuarrman. That will be accepted. 
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Exarsit No. 74 
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(The document above referred to follows :) 
ExuHipsir No. 75 


List B.—Without-compensation personnel of the National Production futhority 
employed by major steel producers or their subsidiarics 


Name I t held Ss ‘ 
William I Dist sules Manager Alan W s ( I 1 
phia, P 
David B Vice pre lent charge of Sha = “ha a 
Cole, Melvin W Assistant general manager, | Bethlehem Steel Co., Bethlehem, 
iles Pa. 
John S Assistant manager, stain- | Carne I Steel  ( 
le el division Cc) I} t s 5 
Steel ¢ 
W m J East s Sales er Nationa! ( \ York 
=. © { S Steel 
Cor; 
HH n, Max H Carnegie-I s ( ) 
Pittst i 3 5 
Steel ¢ a) 
Chester I Pr le Highland = Iror & § Co 
Is Haute, I 
p, I lix A t | Ir 1 les Crucible Steel fA 
Tanager Syracuse, N. ¥ 
, Arthur M Assistant general manager Youngest \ Sheet & Tube Co 
of sales Chic Il 
Mullestein, William E Manager of field sales Luke Steel Co., Coatesville, 
Pa 
McCafferty, Merrick B District sales manager Wheeling Steel Corp., Wheeling, 
W.Va 
Vings, Jay Weldon Assistant general manager The Youngstown Sheet & 7 ube 
of sal Co., You tr 0 
Quail, Wallace B Sales manager Armeo Steel Co Middletown, 
Ohio 
Robinson, James W Manager of sales Jones & Lau n St Corp., 
Pittsburgh, Pa 
Rankin, Henry P., Jr Assistant manager of sales, | Republic Steel Corp., Cleveland, 
bar divisior Ohio 
wague, Matthew Manager of galvanized ware J. & L. Steel Barrel Co., New 
sales York, N.Y 
Sanne, Ervin J Manager of sales, tin plate Inland Steel ¢ c} Il 
ntner, Richard Faulkner Assistant to executive vice United States Steel Cor Pitts 
president, comme } burch. Pa 


list C.—Without-compensation personnel of United States Steel Corp. o 


sidiaries employed by the National Production Authority 


x 
a 


Name Employment United States St ubsid V 
Happer, Andrew P Eastern area sales manager..| National Tube Co., New York, 
y 
Hofman, Max H_-. : Carn I Steel Corp., 
Pittsbu I | 1 States 
Stee! C r} 
ng, John 8S nage tainless | Carnegie-Tllinois Stee Corp.. 
a] Chicagz 1) 
tner, Richard Faulkner » executive vice | United States Steel Corp., Pitts. 
t, commercial burg P 





Mr. Gotpstrin. Now, sir, you said originally you felt that the 
sales Managers or sales personnel are not a particular group which 
should be considered as a special group in terms of WOC personnel. 

Mr. FreiscuMann. Yes. 

Mr. Goupsreixn. Mr. Chairman, I should like to submit for the 
record, if I may, a document showing, as of April 20, some 25 
WOC’s employed by NPA who are sales managers. Those include 
WOC'’s and WAE employees. 


The CHarrMan. Accepted for the record. 


SOS61 D1 ser. 1, pt. 4——47 
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(The document above referred to follows:) 


EXHIBIT No. 76 


sr D.—Without-compensation personnel of the National Production Authorit 
privately employed in sales positions 


Name | Private employment Position held 


Bossert, William E Alan Wood Steel Co., Philadelphia, Pa District sales manacer. 
Burrows, Lincoln V Eastman Kodak Co Government sales represer 
| tive 
Carson, David B Sharon Steel Corp., Sharon, Pa Vice president in charg: 
sales 
Cole, Melvin W P Bethlehem Steel Co., Bethlehem, Pa Assistant general mans 
sales 
Garber, Myron 8 Thew Shovel Co., Lorain, Ohio Pirector of sales 
Hoyt, W. Thomas Curtis Publishing Co., New Y« 4 Sales representative 
Andrew P National Tube Co., New Tork. 4 Eastern area sales manager 
S Ne il International Harvester Co., C licago, I] Sales consultant 
. Felix a Crucible Steel Co. of Ar , Syracuse, Assistant production * 
Fe manager 
r, Arthur M Youngstown Sheet & Tube Ce } 0 Assistant general manager 
Ii] ] 
Larsen, Harold International Nickel 
Yor k, N Y to ult 
Larson, L. Keville Weyerheuser Timber Co., New ork, s manager, pulp divis 
YY 
McCargo, William T_- Che Carborundum Co., Niaga ill ‘lanager sales engineering. 
N. Y 
Mullestein, William E Lukens Steel Co., Coatesville, P Manager, field sales 
Kenney, Robert P | B. F. Goodrich Chemical Co., Cleveland, | Sales manager. 
Ohio 
McCafferty, Merrick B | Wheeling Steel Corp., Wheeling, W. V District sales manager. 
Newell, Louis M Draper Corp., Hopedale, Mas Manager export sales. 
Owings, Jay Weldon The Youngstown Sheet & Tube Co., | Assistant general manag 
Youngstown, Ohio. sales 
Quail, Wallace B Armco Steel Corp., Middletown, Ohio___.| Sales manager. 
Rankin, Henry P., Jr ...-| Republic Steel Corp., Cleveland, Ohio Assistant manager of sal 
bar division. 
Sollenberger, George H Rohm & Haas Co., Philadelphia, Pa rechnical sales. 
Skuce, Walter G ...| Owens-Corning Fiberglass Corp., Toledo, | Manager transportation, sales 
Ohio. | Division. 
Sprague, Matthew__.-—- _| J. & L. Steel Barrel Co., New York, N.Y Manage I galvanized ware sales 
Sanne, Ervin J : ...-| Inland Steel Co., Chicago, I] Manager of sales, tin-plat 
divisio ym. 
Worthington Pump & Machine Corp., | Manager sales, personnel a 


| 
Thompson, John J | 
| Harrison, N. J. | training division. 


Mr. Goupstrein. Is there any particular reason why there should be 
such a large percentage of sales personnel in NPA in terms of WOC 
and WAE employment ? 

Mr. FieiscumMann. Yes. In those divisions the basic reason is that 
the problems of the industry divisions are basically those of distribu 
tion rather than production; and, the problems being distribution, the 
people who generally speaking know most about the general problems 
of distribution are the sales people. 

Mr. Goupsrern. All right, sir. 

Now, just to clarify the whole process of WOC employment in NPA 
I wonder if we could go through the steps in obtaining a WOC em- 
ployee for NPA, once it has been determined that no full-time Govern 
ment employee is available for the job. What is the first thing you 
do in that case? ys 

Mr. FueiscumMann. Well, [think Mr. Kimball could better testify t: 
that than myself, except to the extent that I do have a reasonably broad 
aequaintance with American industry and I 6g try to get some- 
hody that I know is capable; but, as to the routine, I do not have much 
to do with that in the usual case. 
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Mr. Gotpsrern. I will attempt to keep my questions general so we 
can continue without the necessity for Mr. Kimball’s testimony, unless 
you wish to have him assist you, sir‘ 
~ Mr. Winson. I suppose there is another reason for more sales people. 
When you have allocations and priorities, there is less use for sales 
people, too. 

Mr. Fierscumann. I think you probably put your finger on it. 
At a time like this, steel, copper, and aluminum tend to sell themselves, 
and their sales people have probably more spare time. 

Mr. Goupstrein. Is one of the methods used for obtaining WOC per- 
sonnel to obtain recommendations from industry advisory committees ? 

Mr. FietscuMann. Yes; we very frequently do that. 

Mr. Gowtpsreix. Do you consult with them on your personnel 
policies; that is, the industry advisory committees ¢ 

Mr. Fieiscumann. With the industry advisory committees / 

Mr. Gotpstrern. As to where people should be placed and so forth ¢ 

Mr. FieiscumMann. I would hesitate to generalize on that because 
| think it varies greatly from committee to committee. ‘That is a sub- 
ject that I have personally heard discussed at industry advisory com- 
mnittees as to who would be appropriate personnel, and obviously as to 
how the divisions should be organized. Whether it is done in every 
case, I do not know, Mr. Goldstein. 

Mr. Gonupsre:n. Well. sir: Thad in mind. for instance, that at the 
Pulp Paper and Board Industry meeting, which we discussed earlier, 
of October 4, 1950, at that meeting apparently it was reflected that the 
committee made certain recommendations for the hiring of person- 
nel by NPA; namely, that Mr. Harold Wright be made available by 
the industry, that Mr. L. K. Larson assist in developing recommenda- 
tions, Mr. John Moore be utilized by the Pulp Paper and Board See- 
tion, and that Mr. George Dyke be designated as consultant, and I 
wondered if that were just typical or atypical, sir. 

Mr. FieiscumMann. I say that I do not follow the minutes of these 
committee meetings. There are hundreds of meetings. and I simply 
could not follow them. My best opinion would be that that is rather 
typical. 

Whether it always appears in the minutes, I would not even know, 
but I do know that a typical way of finding people is to consult the 
industry advisory committee. 

Mr. Goupstern. All right. sir. Now, do you find it difficult to obtain 
small-business men as WOC's?¢ 

Mr. FuriscumMann. It is more difficult than to obtain big business 
people; yes, sir. 

Mr. Goupsrern. Do you have any idea as to methods that might 
be employed for the purpose of making it more practical for small- 
business men to come down as WOC's¢ 

Mr. Furiscumann. No. I think the problem is primarily a finan- 
cial one that the company cannot afford to pay the compensation of 
the man while he is in Government service. 

Mr. Goupsrerx. So that would it not normally follow, without 
drawing any unfair inference, that your WOC employees must come 
from your largest corporations / 

Mr. FietscumMann. I think not necessarily from the largest, but 
from the larger, I think, would be a fair statement. 
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Mr. Goipsrern. Well, on April 20, 1951, there was submitted to 
the subcommittee a listing of NPA’s WOC employees, and I would like 
to ask the chairman to accept for the record that document, sir, which 
has been summarized by a second document, which, in turn, shows 
that of the WOC employees of the National Production Authority, of 
some 155, 50 of them represent the hundred largest manufacturing 
corporations in the United States according to the standard listing 
which we presently use. 

The Cuairman. Thirty out of 150 are representatives of what are 
termed “the 100 largest industrial corporations” ? 

Mr. Goupsrern. That is correct, sir. 

Mr. Keating. You mean, by that, they came from those companie 

Mr. Gotpsrern. That is correct, sir. 

The Cuarrman. Those documents will be accepted for the record. 

(The documents above referred to follow :) 


ExHispit No. 77 


List A. Without-com pe nsation pe rsonnel of the National Production Authority 
emploned by the hundred largest manufacturing corporations in the United 
States of their subsidiaries 


mmong 
100 lars 
est 


Burrows, Lincoln V Government sales representa- Eastman Kodak Co 
tive. 
Carr, Harold J Vice president Owens-Illinois Class Co 
Ewing, John S Assistant manager, stainless- | Carnegie-I]linois Steel Corp., 
steel division. Chicago, Ill. (United States 
Steel Corp.), 
Frecker, Harry M Development manager U.S. Rubber Co 
Gritlith, David A Assistant to general manager Allis-Chalmers Manufactur 


‘ 


‘ ‘Oo 
Happer, Andrew P Eastern area sales manager mal Pubs Co., New 
c,N. Y. (United State 


‘ 
m™M Assistant Midwest manager he Linde Air Products Co. 
Union Carbide & Chemical 


( rT 
International Harvester Co., 
Chicago, Tl 
Carnegie-Ilinois Steel Corp., 
Pittsburgh, Pa United 
State Steel Corp 
Sales manager B. F. Goodrich Chemical Co., 
Cleveland. Ohio 
n, Kenneth H Assistant general manager American Cyanamid C 
Bound Brook, N. J 
Assistant production sales Crucible Stee) Co. of America, 
manager Syracuse, N 
Long, Arthur M__ Assistant general manager of | Youngstown Sheet & Tube 
sales Co., Chicago, I) 
Larson, L. Keville Sales manager, pulp division Weyerhaeuser Timber Co., 
New York, N. ¥ 
Misenhimer, Joy B General manager of planning American Can Co., New York, 
; N.Y 


Milling, James A Vice president RCA Service, Inc., Camden, 
e N. J 
McCafferty, Merrick B District sales manager. _- Wheeling Steel Corp., Wheel- 
; ing, W.Va 
Owings, Jay Weldon Assistant general manager, The Youngstown Sheet & 
; Tube Co., Youngstown, 
Ohio 
Quail, Wallace B Sales manager Armeo Steel Corp., Middle 
town, Ohio 
Robinson, James W Manager of sales Jones & Laughlin Steel Corp., 
Pittsburgh, Pa 
Rankin, Henry P., Jr Assistant manager of sales, Republie Steel Corp., Cleve 
; bar division. land, Ohio 


sales 
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List A.—Without-compensation personnel of the National Production Authority 
employed by the hundred largest manufacturing corporations in the United 
States of their subsidiaries—Continued 


Mr. Goupsrr:s. Do you know whether any of those employees of the 
NPA —that is. WOC employees particularly of the 100 largest com 
panies were recruited for the NPA by the United States Chamber 
of Commerce / 

Mr. Fiemcumann. I do not know. I do not have any personal 
knowledge of that at all. We could find out from Mr. Kimball, but let 
me say this: 

I do not know ony oflicials of the United States Chamber of Com 
merce unless it just happens that I do, but I have never asked them 
mvself for any recommendations. 

Mr. Gorpsrers. Thave in mind. sir. a letter dated December 20, from 
Mr. Otto Sevferth, the president of the United States Chamber of 
Comunerce, requesting certain companies to suggest WOC men who 
could be released for service during the mobilization period. Their 
names were to be sent to Mr. Wilson and Mr. Symington, 

Mr. FuriscumMann. What date ts that? 

Mr. Gonpsrern. December 20, 1950. There was submitted to 
subcommittee, in addition, a list of the corporations to which this 
request was sent, and | would like to have both of these acc« pled for 
the record if I may. 

The Ciaran. Accepted. 

(The documents above referred to follow :) 


Exnuirerr No. 7S-A 
DEcEMBER BO, 1950, 
DEAR 
spending considerable time lutely attending committee meetings in Washington 


celled by the administration to discuss the mobil 


iZation program. This has given 
me opportunity to observe at close range how critically lacking the Goveru 
ment is at the moment in capable manpower to head up the various war agencies 

If we are to win the present undeclared war—if we are to keep America 
strong enough to discourage Russia from laufhching an all-out attack—we must 
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bave competent thinkers and competent executives in the important wartime posi 
tions in the Government. 

Business has a responsibility in this matter. I am therefore taking it upon 
myself to write you and the presidents of other large corporations, to see i! 
you know of any executives you would recommend for service in the Government 
or if you have any top-flight men in your organization you would be willing to 
release for this purpose. If so, may I suggest that you send their names to 


Charles E. Wilson, Director, 
Office of Defense Mobilization, 
Executive Office Building, Room 100, 
Washington 25, D. C. 
W. Stuart Symington, Chairman, 
National Security Resources Board, 
Executive Office Building, Room 211, 
Washington 25, D. C. 
Whatever you are able to do to help bring good men into the war agencies 
in this emergency will be for the good of the country. 


Sincerely, 
Orro SeyvFertTn, President 


ExHIBit No. 78S—B 


Illinois Central Railroad Co., 135 East Eleventh Place, Chicago 5, I. 

Braniff Airways, Inc., Love Field, Dallas 19, Tex. 

Capital Airlines, Inc., Washington National Airport, Washington 1, D. C. 

Delta Air Lines, Inec., Atlanta Municipal Airport, Atlanta, Ga. 

Eastern Air Lines, Inec., 10 Rockefeller Plaza, New York 20, N. Y. 

Mid-Continent Airlines, Inc., 102 East Ninth Street, Kansus City 6, Mo. 

Northwest Airlines, Inc., 1IS85 University Avenue, St. Paul 1, Minn. 

Pan American World Airways, Ine., 135 East Forty-second Street, New York, 
BY. 

Slick Airways, Inc., P. O. Box 6568, San Antonio 9, Tex. 

Trans-World Airlines, Inc., 806 Connecticut Avenue NW., Washington 6, D. C. 

United Air Lines, Ine., 5959 South Cicero Avenue, Chicago 3s, IL 

Western Air Lines, Inc., P. O. Box 10005, Airport Station, Los Angeles 45, 
Calif. 

E. W. Wiggins Airways, Inc., Boston Metropolitan Airport, Norwood, Mass 

Sun Oil Co., 1608 Walnut Street, Philadelphia 3, Pa. 

Allied Chemical & Dye Corp., 61 Broadway, New York 6, N. Y. 

Allis-Chambers Manufacturing Co., 1126 South Seventieth Street, Milwaukee, 
Wis. 

Aluminum Co. of America, Gulf Building, Pittsburgh 19, Pa. 

American Can Co., 100 Park Avenue, New York, N. Y. 

American Cyanamid Co., 30 Rockefeller Plaza, New York 20, N. Y. 

American Radiator & Standard Sanitary Corp., Bessemer Building, Pittsburgh, 
Pa. 

American Smelting & Refining Co., 120 Broadway, New York 5, N. Y. 

American Sugar Refining Co., 120 Wall Street, New York 5, N. Y. 

American Tobacco Co., 111 Fifth Avenue, New York 3, N. Y. 

American Viscose Corp., 1617 Pennsylvania Boulevard, Philadelphia 3, Pa. 

American Woolen Co., 225 Fourth Avenue, New York 3, N. Y. 

Anaconda Copper Mining Co., 25 Broadway, New York 4, N. Y. 

Armco Steel Corp., 703 Curtis Street, Middletown, Ohio. 

Armour Co., Union Stock Yards, Chicago, Il. 

The Atlantie Refining Co., 260 South Groad Street, Philadelphia 1, Pa. 

Bendix Aviation Cory, Fisher Building, Detroit 2, Mich. 

iethlehem Steel Corp., Bethlehem, Pa. 

Borden Co., 350 Madison Avenue, New York 17, N. Y. 

Gorg-Warner Corp., 310 South Michigan Avenue, Chicago 4, Il. 

Burlington Mills Corp., 301 North Eugene Street, Greensboro, N. C. 

Caterpillar Tractor Co., 1937 Walker Street, Peoria 8, I. 

Celanese Corp., of America, 180 Madison Avenue, New York 16, N. Y. 

Chrysler Corp., 341 Massachusetts Avenue, Detroit 31, Mich. 

Cities Service Co., 60 Wali Street, New York 5, N. Y. 

Coca-Cola Co,,515 Madison Avenue, New York 22, N. Y. 

Continental Can Co., 100 East 42nd Street, New York 17, N. Y. 


ci alll iiss atte Aa AR Alario m . <eneagage. 
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Continental Oil Co., Ponea City, Okla. 

Corn Products Refining Co., 17 Battery Place, New York 4, N. Y. 

crane Co., 836 South Michigan Street, Chicago, IIL. 

Curtiss-Wright Corp., 300 Rockefeller Plaza, New York 20, N. Y. 

Deere & Co., Moline, Il. 

Distillers Corp.-Seagrams, Ltd., Louisville, Ky. 

. I. du Pont de Nemours & Co., Inc., 1107 Market Street, Wilmington, Del. 

astman Kodak Co., 343 State Street, Rochester, N. Y. 

Virestone Tire & Rubber Co., 1200 Firestone Parkway, Akron, Ohio. 

General American Transportation Corp., 135 South La Salle, Chicago, HL. 

(;eneral Foods Corp., 250 Park Avenue, New York 17, N. Y. 

General Motors Corp., General Motors Building, Detroit, Mich. 

The B. F. Goodrich Co., 500 South Main Street, Akron, Ohio 

Goodyear Tire & Rubber Co., 1144 East Market Street, Akron, Ohio 

Gulf Oil Corp., Gulf Building, Pittsburgh, Pa. 

Ilearst Consolidated Publications, Inc., 458 South Spring Street, Los Angeles 1%, 
Calif. 

Inland Steel Co., 38 South Dearborne, Chicago 3, Ill. 

International Business Machines Corp., 590 Madison Avenue, New York 22, N. Y. 

International Harvester Co., 180 North Michigan Avenue, Chicago, I). 

International Paper Co., 220 East Forty-second Street, New York, N. Y. 

Johns Manville Corp., 22 East Fortieth Street at Madison, New York 16, N. Y. 

Jones & Laughlin Steel Corp., Third Avenue and Ross, Pittsburgh, Pa. 

Kennecott Copper Corp., 120 Broadway, New York 5, N. Y. 

Liggett & Myers Tobacco Co., 630 Fifth Avenue, New York, N. Y. 

Mid-Continent Petroleum Corp., Mid-Continent Building, Tulsa, Okla. 

Monsanto Chemical Co., 1700 South Second Street, St. Louis, Mo. 

Nash Kelvinator Corp., 14250 Plymouth Road, Detroit, Mich. 

National Biscuit Co., 449 West Fourteenth Street, New York 14, N. Y. 

National Dairy Products Corp., 230 Park Avenue, New York 17, N. Y. 

National Distillers Products Co., 120 Broadway, New York 5, N. Y. 

National Lead Co., 111 Broadway, New York 6, N. Y. 

National Steel Corp., Grant Building, Pittsburgh, Pa. 

Ohio Oil Co., 539 South Main, Findlay, Ohio 

Owens-Illinois Glass Co., Ohio Building, Toledo 1, Ohio 

Phelps-Dodge Corp., 40 Wall Street, New York 5, N. Y. 

Phillips Petroleum Co., Bartlesville, Okla. 

Pittsburgh Plate Glass Co., 2200 Grant Building, Pittsburgh, Pa. 

Procter & Gamble Co., Sixth and Main, Cincinnati, Ohio 

The Pullman Co., Inc., Merchandise Mart Plaza, Chicago, I). 

Pure Oil Co., 35 East Wacker Drive, Chicago 1, IIL. 

Radio Corp. of America, 30 Rockefeller Plaza, New York, N. Y. 

Republic Steel Corp., Republic Building, Cleveland 1, Ohio 

Reynolds Metals Co., Federal Reserve Bank Building, Richmond, Va. 

R. J. Reynolds Tobacco Co., Winston-Salem, N.C. 

St. Regis Paper Co., 230 Park Avenue, New York, N. Y. 

Schenley Industries, Inc., 350 Fifth Avenue, New York 1, N. Y. 

Shell Oil Co., 50 West Street, New York 20, N. Y. 

Sinclair Oil Corp., 630 Fifth Avenue, New York 20, N. Y. 

Skelly Oil Co., Tulsa, Okla. 

Socony-Vacuum Oil Co. (Indiana), 26 Broadway, New York 4, N. Y. 

Standard Brands, Ine., 595 Madison Avenue, New York 22, N. Y. 

Standard Oil Co. of California, 225 Bush Street, San Francisco 20, Calif. 

Standard Oil Co. of Indiana, 910 South Michigan Avenue, Chicago S80, Ill. 

Standard Oil Co. of New Jersey, 30 Rockefeller Plaza, New York 20, N. Y. 

Standard Oil Co. of Ohio, Midland Building, Cleveland 15, Ohio 

Swift & Co., Union Stock Yards, Chicago 9, Il. 

The Texas Co., 135 East Forty-second Street, New York 17, N. Y. 

Tide Water Associated Oil Co., 17 Battery Place, New York 4, N. Y. 

‘nion Carbide & Carbon Corp., 30 East Forty-second Street, New York 17, N. Y. 

‘nion Oil Co. of California, 617 West Seventh Street, Los Angeles 14, Calif. 

‘nion Aircraft Corp., 400 Main Street, East Hartford, Conn. 

‘nited Fruit Co., 80 Federal Street, Boston 10, Mass. 

‘nited States Gypsum Co., 300 West Adams, Chicago 6, TI. 

Tnited States Rubber Co., 1230 Avenue of the Americas, New York, N. Y. 

‘nited States Steel Corp., 71 Broadway, New York, N. Y. 
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Western Electric Co., Inc., 195 Broadway, New York, N. Y. 
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Westinghouse Electric Corp., 306 Fourth Avenue, Pittsburgh, Pa. 

Weyerhaeuser Timber Co., Tacoma, Wash. 

Wheeling Steel Corp., Wheeling, W. Va. 

Wilson & Co., 4100 South Ashland Avenue, Chicago 9, TI. 

Youngstown Sheet & Tube Co., Stambaugh Building, Youngstown, Ohio. 

Metropolitan Life Insurance Co., One Madison Avenue, New York, N. Y. 

The Prudential Insurance Co, of America, 763 Broad Street, Newark, N. J. 

New York Life Insurance Co., 51 Madison Avenue, New York, N. Y. 

John Hancock Mutual Life Insurance Co., 197 Clarendon Street, Boston, Mass. 

The Equitable Life Assurance Society of the United States, 398 Seventh Aven 
New York, N. Y. 

Atiantie Coast Line Railroad Co., Wilmington, N. C. 

Baltimore & Ohio Railroad Co., Baltimore, Md. 

Boston & Maine Railroad, Maine Central Railroad Co., Boston, Mass. 

Central of Georgia Railway Co., Savannah, Ga. 

Central Railroad Co, of New Jersey, Jersey City Terminal, Jersey City 2, N. J 

The Chesapeake & Ohio Railroad, P.O. Box 6119, Cleveland 1, Ohio 

Chicago, Burlington & Quincy Railroad, 547 West Jackson Boulevard, Chicago 

6, Ill. 

Chicago, Indiana & Louisville Railway, Transportation Building, Chicago, TIL. 
Chicago & North Western Railway Co., 400 West Madison Street, Chicago 6, II] 
Chicago, Rock Island & Pacific Railway, La Salle Street Station, Chicnge 5, 1 
Delaware, Lackawanna & Western Railroad, 140 Cedar Street, New York, N. Y 
Denver & Rio Grande Western Railroad, 1551 Stout Street, Denver 1, Colo. 

Erie Railroad Co., Midland Building, Cleveland, Ohio. 

Great Northern Railway Co., St. Paul, Minn. 

Maine Central Railroad Co., Portland, Maine. 

Minneapolis & St. Louis Railroad Co., Northwestern Bank Building, Minneapolis 

Minn. 

New York Central Svstem, 230 Park Avenue, New York 17, N. Y. 

Norfolk & Western Railway Co., Roanoke 17, Va. 

Northern Pacific Railroad Co., St. Paul 1, Minn. 

Pennsylvania Railroad Co., Broad Street Station Building, Philadelphia 4, Pa. 
Reading Co., Reading Terminal, Philadelphia 1, Pa. 

St. Louis-San Francisco Railway Co., 908 Olive Street, St. Louis 1, Mo. 

Southern Pacifie Co., 65 Market Street, San Franciseo 5, Calif. 

Southern Railway System, MePherson Square, Washington, D. C. 
The Texas & Pacific Railway Co., Dallas 2, Tex. 

Union Pacific System, 1416 Dodge Street, Omaha 2, Nebr. 

Mr. Keating. That is not any document that came from—— 

Mr. Goupsrern. No, sir; but I hope to be able to tie it in as we 
go along. This was submitted to the subcommittee by the United 
States Chamber of Commerce, and the letter of December 20 was sent 
to 126 large corporations. 

I might say, Mr. Fleischmann—and T do not want to take too much 
time—that a study of the list of the 126 corporations which were re- 
quested to submit employees. WOC employees, to the Government, 
shows, when compared with the listings supplied on April 20 by NPA, 
that the following companies, of the 126, did supply personnel, and 
T wonder if Mr. Kimball could tell us whether the following companies 
did supply personnel pursuant to the December 20 letter. 

There are the American Can Co., American Cyanide Corp., Armco 
Steel Corp., Bethlehem Steel Corp., Continental Can Co.. Eastman 
Kodak Co., General Foods Corp., B. F. Goodrich Co., Goodyear ‘Tire 
& Rubber Co., Inland Steel. Jones & Laughlin Steel, Radio Corp. of 
America. Republic Steel, Union Carbide & Carbon, United States 
Rubber. United States Steel, Westinghouse Electric, Weverhaeuser 
Timber Co., Wheeling Steel. and Youngstown Sheet & Tube. 

Mr. Kimpary. I am not able to tell whether people we have on om 
rolls now from those companies—and we have people from all of them 
I do believe—came in response to this letter to which you refer or 
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not, but Mr. Wilson, I believe, did send out a letter a long time ago 
asking various companies to submit names of people who might be 
ysed in the mobilization effort. You will recall he had Mr. W einberg 
as an assistant. 

Mr. Weinberg referred many, many people to NPA and DPA 
through his office, and most of those people, I do believe, or a good 
number of them, came in response to this letter that was sent out 
asking industry to cooperate in the defense effort, so IT am not able 
to tell you exactly whether they were people that Mr. Weinberg 
otherwise was able to refer to us or whether they came in direct re- 
sponse to the letter, but many letters that came in to him were again 
referred to the NPA, 

The CuamrMan. Do you refer to Mr. Sidney Weinberg of Goldman, 
Sachs & Co., who at that time was connected with the Office of Defense 
Mobilization ?¢ 

Mr. Kooreauy. Yes, sir. 

Mr. Srevens. Mr. Kimball, did you mean that they came in response 
to the letter of Mr. Wilson or the letter of Mr. Seyferth ¢ 

Mr. Kimwpauy. Mr. Wilson sent a letter out during the early part 
of his incumbency in office requesting various people or agencies of 
industry to be cooperative with industry people, in the mobilization 
effort. 

Mr. Gotpsrern. Then you are not aware of this recruitment on the 
part of the United St: ates Chamber of Commerce ? 

Mr. Kimpatu. I have talked to the United States Chamber of Com- 
merce and asked the Chamber of Commerce to do everything in its 
power to help us. TI talked directly with Mr. Henry P. Fowler, who 
is the general counsel and happens also to be head of a little unit in 
the Chamber of Commerce on trade associations. He has a wide 
knowledge of people not only in the Chamber of Commerce but in the 
various industrial fields. 

Mr. Fowler has been very cooperative with us in referring people 
who might be considered for various posts in NPA, 

Mr. Goupsteixn. You do not know whether the December 20 letter 
resulted from requests from you to Mr. Fowler? 

Mr. Stevens. Did vou see ‘them after the 20th, or before ? 

Mr. Kimpaus. Well. when we first heard about the possibility of 
an NPA being created, [ was the personnel operations officer in the 
Office of the Secretary, being responsible for personnel! in his office 
and also the Bureau of Foreign and Domestic Commerce. that con- 
tained the nucleus for the NPA. 

I the ‘reupon set about try ing to locate sources of people for the new lv 
reated org iniz: ition, or ri athe or the or wanizi ition to be create das NP: \ 
or whatever they wanted to call it. 

Mr. Srevens. Iam not sure whether you understood my question. 
ai d you talk to the Chamber of Commerce after December 20th or 
before ? 

Mr. Kimraus. To the best of my recollection it was probably before 
December. I am not sure. It was either in the very early stages 
before it Was created, or shortly after. , 

Mr. Srevens. In other words, the Chamber of Commerce did not 
solicit personnel for the NPA on its own initiative ? 

Mr. Kimparn, Certainly not. 
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The Cuamman. Mr. Kimball, since you have testified, we will have 
you sworn. Do you solemnly swear to tell the truth, the whole trut),, 
and nothing but the truth, so help you God ? 

Mr. Krupauw. I do. 

(The following lettter was received by the subcommittee subsequent 
to the testimony of Mr. Kimball :) 


Exuinir No. 79 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, July 17, 1951. 
Hon. EMANUEL CELLER, 
House of Representatives, Washington, D. C. 

Dear Mr, CetLer: During the hearing before your committee last evening 
was asked whether letters sent out to various industries by the United States 
(hamber of Commerce under date of December 20, 1950, were sent in response 
to a direet request from the National Production Authority for the chamber's 
ussistance in recruiting personnel. I stated that I was not sure, but that 
had been in touch with the chamber during the early days of NPA. 

I am informed by Mr. Arch Booth, executive vice president of the United 
States Chamber of Commerce, that the letters of December 20, 1950, were sent 
out at the request of Mr. Alan Valentine, then Administrator of the Economi 
Stabilization Agency. Mr. Valentine felt that businessmen should be made con 
scious of the need for additional help in Government in the defense effort, and 
asked the chamber to send the letter to some of the larger organizations which 
might be able to spare some of their employees to take jobs either with the Offic: 
of Defense Mobilization or with the National Security Resources Board. Mr 
Booth informs me that a second letter was sent out in January over the joint 
signatures of Mr. Charles Wilson and Mr. Alan Valentine. The actual typing 
of the letters and envelopes was done by the chamber, partly because of insuffi 
cient typing help in the offices of Mr. Wilson and Mr. Valentine and also because 
the chamber had the mailing lists readily available. 

The above information was given by me to Mr. Goldstein of your staff by tele 
phone earlier today. 

Sincerely yours, 


T 
| 


FRANK ©, KIMBALL, 
Director, Personnel Division 

Mr. Witson. Do you know of any better way for the NPA to get 
people to come into the Government than to contact big business, whic! 
is able to send them down and continue their salaries / 

Mr. Kimpauy. Are you directing that question to me? 

Mr. Witson. Yes. 

Mr. Kimeary. Do I know of any better way’? I do not think—w 
tried every way possible to get people down here, not on the WOC 
basis. Our first efforts were to get people down on a full-time ba 

Mr. Wirson. I mean, if you were to get people to work for nothing. 
in order to get them, you had to contact the companies that employ: 
them, did you not? 

Mr. Kimparyi. That is right. 

The Ciramman,. As far as that is concerned, T think it was essent 
to tap any sources, including reservoirs like the Chamber of Co: 
merce, the National Association of Manufacturers, and others. It 
necessary to do that to a degree, but other sources, other reservoir: 
should be tapped for people. As Mr. Fleischmann has indicated, 
efforts have been made to get small-business men to come down he! 
If only the big businesses had been contacted to bring people do. 
liere on a WOC basis, that would be very reprehensible. 

Mr. Kiweatu. I might point out that the United States Chamber 
of Commerce has connections with the various local chambers of 
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commerce of the United States, which local chambers of commerce rep- 
resent small-business men throughout the Nation, and there have 
been recommendations from them as to people that might wish to 
be employed. . 

Mr. Bryson. At that time appeals were being made over the radio 
and in the press and elsewhere, calling for patriotic people who were 
aualified, to make themselves available. 
~ Mr. FietscumMann. That is correct. 

Mr. Gotpsrern. Mr. Fleischmann, I am sure as General Counsel and 
\dministrator you have had occasion to read section 701 (b) (ii) of 
the Defense Production Act. 

Mr. FieiscuMann. I am sure I must have, at some time. 

Mr. Gotpstern. Section 701 (b) (11) is the section which authorizes 
the setting up of industry advisory committees and requires that they 
be set up for the sole purpose of carrying out the policy enumerated, 
‘hat of encouraging small business to the greatest degree possible. 

Mr. Fietscumann. That right. 

Mr. Goupsrer. I have in mind the language in section 701 (a), 
that small business be encouraged to make the greatest possible con- 
tribution and following that 701 (b) (ii) says that in order to carry 
out that policy these industry advisory committees shall be appointed. 

Mr. Fiuriscruemann. Well, no; I would not interpret the act to mean 
that was the sole function of the business advisory committees. It is 
i very important function. 

Mr. Gotpsreinx. All right, sir. 

Now, you previously testified as to the number of business advisory 
committees, and I would like to submit for the record now, although 
not for printing, a list of NPA industry advisory committees, pre- 
pared by the NPA, dated June 5, 1951. 

(The list referred to will be found in the files of the special sub- 
committee, ) 

Mr. Gotpstern. Now, Mr. Fleischmann, T hand you the minutes 
of the meeting of the Aluminum Products Industry Advisory Com- 
mittee of May 10, 1951, and I would like to take some time to ask 
you a few detailed questions. 

The first page discloses, I believe, that Mr. Nigel THI. Bell was the 
(rovernment presiding officer and that among other participants were 
Mr. Wilmot of the Aluminum Co. of America, Mr. Rhoades of Kaiser 
\luminum & Chemical Corp., and Mr. Reynolds of Reynolds Metals; 
they were the only industry members present. Is that correct ¢ 

Mr. FieiscuMann. Yes, sir. 

Mr. Gotpsrer~. Would you be kind enough to read to the subcom- 
inittee the last paragraph, beginning with “Industry advisory com- 
ittees are representative groups,” and so forth / 

Mr. FietscuMAnN. You want me to read that now ? 

Mr. Goupstrein. Yes, the last paragraph on the first page. If you 
lo not mind reading that; then we can ask you questions, having 

it language before the committee. 

Mr. FieiscuMann (reading) : 


} 


Industry advisory committees are representative groups formed for the pur 
pose of furnishing advice and information to the National Production Authority 
n matters furthering the defense effort. No actions are taken or decisions made 
in these meetings since they are solely for advisory purposes. Suggested sub 
jects for consideration at future meetings may be sent to the Government presid- 
ing officer. 
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Mr. Gotpsrrrn. Now, sir, I note that that paragraph speaks of tly 
industry advisory committees as being representative groups. Is | 
the intention that they be representative groups within the meaning 
of section 701, to which we have just referred / 

Mr. FietscuMann. That is correct. 

Mr. Gorpstern. And does section 701 (b) (ii) contain the require- 
ment that such committees contain fair representation for independent 
small, medium, and large business enterprises, for geographical areas 
for trade association members and nonmembers, and for different sev 
ments of industry ¢ 

Mr. Frieiscumann. That is correct. 

Mr. Gotpsrein. Well, now, coming to the membership of this ad 
visory committee for the aluminum industry, where there were prese)| 
the only three producers, represent at ives of the only three producers of 
primary aluminum in the United States, would you agree with Mr. 
Rex Greaves of the Office of Industry Advisory Committees, who ind 
cated that insofar as this committee was concerned, it “presented | 
problem with respect to formation since the entire industry is com- 
pr ised of the three companies represented”? 

Mr. FietrscuMann. Yes, I would agree with that. 

Mr. Gotpsrern. Is it your interpretation, then, of the requirements 
of the Defense Production Act that advisory committees be made up 
of representatives “for different segments of industry,” that in a 
meeting of primary producers, as in the case of steel, or as in this 
specific instance, aluminum, there is no need for representation of 
independent fabricators, as segments of the industry ? 

Mr. Fietscumann. Well, we have a whole variety of industry 
advisory committees of various kinds. This happens to be a meeting 
of an advisory committee of the producers and there happened 
be only three producers, and they are on the committee. 

Mr. Goupstern. Now, from those minutes of the Aluminum Pro- 
ducers Advisory Committee, I will read you the following paragrap! 
and ask you if it does not appear that matters of significance to alum 
num fabricators were discussed at this meeting, at which were present 
only the primary manufacturers: 


REVIEW OF CURRENT NPA OKDEKS 


M-5: Rated orders for aluminum—Mr. Bell told the committee that the rec 
amendment, increasing the set-aside for independent fabricators from 6% to 1] 
percent, had not had the desired result of insuring an adequate supply of alum 
num, As a result, consideration is being given to a revision of the order; in 1 
revision it will be necessary to define “independent fabricators” comprehensive 

Under CMP, he explained the production of the independent fabricators will | 
limited in line with the pattern of the entire industry. ‘lwo fabricators have t 
him that they must shut down July 1, because of lack of aluminum; the probl: 
of an adequate supply of metal for the third quarter is very pressing. 

Now, continuing along, if we may, Mr. Fleischmann, it states that 

The consensus of the committee was that an independent fabricator should | 
defined as a manufacturer of mill products who supplies material for furt! 
fabrication. Representatives expressed the opinion that mill products should | 
listed in any proposed revision: they offered to supply to NPA separate lists 
their customers whom each considers to be independent fabricators. 

Now, from that very brief reading, does it not appear that actually 
at this meeting the three producers had discussions, for the = Ss 
of NPA allocations, as to who is actually an independent fabricato1 
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Was this not being determined by consultation with a group represent- 
ing only primary producers, who are themselves integrated fabrica- 
iors, and did not discussion or decision take place in a group which 
was entirely devoid of representation from independent fabricators ¢ 

Mr. Fieiscumann. Well, there was a discussion of a subject in 
which the producers obviously had a legitimate and proper interest. 
There are other committees. ‘There are some five or six other com- 
mittees for other segments of the aluminum industry at which com- 
parable matters are t take n up. 

Mr. Gotpsrein. So that you do not feel that this committee is not 
re presents itive-—— 

Mr. FieiscumMann. Well, I know it was representative of the alumi- 
num producers, which it’was intended to represent. There is an 
Aluminum Products Committee which is representative of the 
fabricators. 

Mr. Goutpsrern. Of course, section 701 (b) (ii) speaks of small busi- 
ness being permitted to make the greatest contribution possible, but 
if they were not represented—are not fabricators segments of the 
aluminum industry ¢ 

Mr. FietscuMann. We have to use the best judgment we can, 
Every industry advisory committee, in my judgment, does not have to 
include every segment of a vertically organized industry. We have 
the right and the ob ligation to use such judgment as we can in setting 
up appropriate industry advisory committees and we have the ob- 
liention to consult v ith those committees as much as is practicable 
wna as muchas We can. on matters of interest to them. 

But, I know of no requirement, or at least I have not construed it 

iat way, that every industry advisory committee must include i 
and of it se Hf all segments of an industry. 

The Cramman. Let us take committees like the Aluminum Ad- 
visory Committee where there are only three manufacturers in that 
field. When the manufacturers get together and form an advisory 
ommittee and are able to determine what the definition of “inde- 
pendent fabricators” is, and where those three aluminum companies 
are fabricators themselves, would it not be more than likely that in 
making such a definition they would probably feather their own nests, 
rather than that of their customers with whom they intend to com- 
pete ¢ 

Mr. Fieiscumann. Well, I would not want to accept that as being 
necessarily true. 

It would lead me to the inference, however, that under those cir- 
umstances there would not be suflicient advice and there should be a 
cheek—that is, that the definition should be a m: eng for the Govern- 
ment to determine and that it would certainly be a wise thing for 
them to get the advice of fabricators as well as producers. 

Mr. Gotpstetn. Do you happen to know, as a matter of fact, what 
definition was adopted / 

Mr. FiriscumMann. No. 

Mr. Srevens. It would not be true that the industry advisory 
committee determined the definitions ¢ 

Mr. FueiscumMann. No, sir: it would not. 

Mr. Goupsrern. Mr. Fleischmann, going on with the problem of 
small business having an opportunity to be represented on industry 
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advisory committees, do you find that there is any particular problem 
which makes it more difficult for small business to participate than so- 
‘alled big business ? 

Mr. Fietscumann. Well, I think that just the plain simple factor 
of expense is obviously more a draw-back to small business. They 
pay their own expenses, as you know. Whether that resulted in cut- 
ting down the attendance of small business, I do not know. I have 
the impression it has not, but I can see how it might have that effect 

Mr. Goupsrern. I think that the question of expenses relates to some 
opinion of the Comptroller General, does it not ? 

Mr. FLeiscuMann. I really do not know that; I do not recall that 
the question was raised. You may know, but I do not recall that it 
was. It has been suggested that perhaps we could pay their expenses 

Mr. Govpsrern. I might say that testimony from other agencies has 
indicated that there have been difficulties due to the ruling of the 
Comptroller General. 

Mr. FueiscumMann. That might be. Iam not aware of it. 

Mr. Goupstern. Along that thought, have you considered recom- 
mending to Congress any legislation designed to make it easier to have 
small business represented, such as the right to defray their expenses / 

Mr. FietscuMann. I have not thought of it. I will think of it and 
consider it. 

Now, what I think we ought to find out, and I could find out quite 
easily, is whether that factor has operated as a deterrent. I think not. 
However, I do not know. 

Mr. Goupsrein. You would agree that it would be to small business’ 
advantage to have full participation ? 

Mr. FierscuMann. Tremendously so. 

Mr. Gotpstern. And not only to them, but it would be of assistance 
to the Government. 

Mr. FieiscuMann. And to look out for their legitimate interest, 
too. 

Mr. Gotpstern. That is right. Now, sir, I would like to bring to 
your attention with respect to this problem of industry advisory corm 
mittees the minutes of a meeting of the Pulp, Paper, and Board Indus- 
try Advisory Committee, meeting on February 16, 1951. In that 
minute the following statement appears: 

The importance of waste paper as a raw material was stressed, but at the same 
time committee members pointed out the danger of an “unrestrained”’— 


and the word “unrestrained” is in quotation marks— 


Nation-wide campaign to salvage waste paper which could conceivably result in 
excess supplies and create a most difficult repercussion. 

Now, I believe you testified earlier that you would like to have a 
free and complete discussion during your committee meetings. 

Mr. FietiscuMann. That is right. 

Mr. Goutpsrern. Although I believe it is the thought or the idea 
that the agenda should be prepared in advance by the Government 
prior to the meetings. 

Mr. FieiscuMann. Yes, sir; we do prepare the agenda, but we often 
get speeches not included in the agenda. 

Mr. Goupstetn. Well, sir, do you think, and IT am merely asking 
your opinion on this, that it is proper for an industry advisory com- 
mittee to give consideration to what must appear on its face to be 
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some method for keeping prices higher, as evidenced by the fact that 
they speak of the difficulties they may have with their customers 
because of a program for salvaging waste paper which if successful 
might result in excessive supplies ? 

Mr. Furtscumann. Well, it is a hard line to draw, Mr. Goldstein. 
Obviously a committee should not get into a prolonged discussion of 
how to keep the prices up. 

On the other hand, I gather that here they started off with the dis- 
cussion of the needs for a salvage program, a program for the collec- 
tion of waste paper. That was the take-off, I would gather. Then, 
at that point, businessmen being what they are, somebody apparently 
in that meeting—and the recorder apparently faithfully recorded 
ii—somebody then pointed out that if that happened they might get 
too much waste paper and somebody might be hurt. 

Now, I think that all of the prudence and over-all management in 
the world will not prevent people ong saying that, and that is what 
happened and the recorder, as I say, had faithfully taken it down. 

Now then, if the NPA had comand that as its philosophy, that 
would be something quite different. 

And I might say ‘that [have sat through a lot of industry advisory 
committees, and I would despair of ever keeping them on the track. 
It just cannot be done. 

Mr. Goupstrerxn. Thank you. Now, I would like to get on to the 
problem that you high-lighted in your earlier remarks relating to the 
function of trade associations, and having paid executives of trade 
associations at industry advisory committee meetings. 

I will ask Mr. Walden to hand you the minutes of the meeting of 
the Commercial and Industrial Refrigeration and Air Conditioning 
Manufacturers Industry Advisory Committee of February 16, 1951. 

Therein appears the following remark: 

Following the remarks by Mr. Francis C. Peters and Mr. Harry Sellery regard- 
ing the legal status and requirements of industry advisory committees, a member 
of the committee requested clarification as to whether members of trade associa- 
tions were permitted to attend meetings of advisory committees. Mr. Peters 
explained that with the large membership of the committees and the great 
number of committees which have to be administered—between 700 and 1,000— 
it Was necessary to keep to a minimum the number who attend meetings, and 
that because of this it had been decided that trade-association people would not 
be permitted to attend. <A further explanation pointed up the disadvantages of 
having trade-association people sit in on the meetings. 

Now, sir; I wonder if at this point you might give us some of your 
views as to the possible advantages or disadvantages of having trade- 
association people sit in on industry advisory committee meetings. 

Mr. Fieiscumann. Well, I am generally opposed to it, not because 
| have anything against trade assoc iations or trade-association execu- 

tives; but, from my experience, it is inadvisable. 

Mr. Gotpstrin. Why? 

Mr. FietiscHMANN. Trade-association executives are generally hired 
— properly, of course to represent the interests not of the industry 
but of the particular persons who happen to be members of thier asso- 

clation, 

Very often, 2s you know, there are competing associations in the 
same industry and they go after memberships vigorously, and they do 
t by offering special inducements to their own membership. 





734 STUDY OF MONOPOLY POWER 


We do not want that factor of competition between trade associi- 
tions with other trade associations on the one hand, and competition 
of trade associations with nontrade associations on the other—we do 
not want that to enter into the industry advisory committee operation: 
Beyond that we feel that the act is intended to get the advice of 
people engaged in the actual industry itself, and that is the rule we 
have followed. 

We do have officers and representatives of trade associations wlio 
are actually in the industry, as distinguished from a paid executive of 
an association in that industry, and we found in the War Production 
Board that that rule emerged as the result of a good deal of experier 
and, I think, practical wisdom. 

There were one or two occasions where it was violated and it was 
found that the trade-association executive would immediately go out 
and notify all of his members of what happened in a way that gay 
rise to a feeling of preferential treatment for the members. 

Bevond that, as every lawyer knows, the whole history of antitru: 
difficulties is tied very closely to the operations of trade associations. 

Now, there are very many very good trade associations and very 
inany very fine trade-association executives: but considering thos 
difficulties and problems we feel quite strongly that they should not 
sit on industry advisory committees as members. 

The CHatrmMan. TL wish to say that this evening's hearing will term 
nate in 15 minutes, and IT ask that the subcommittee counsel try to 
condense his questions and I hope that the answers likewise will be 
niade as short as possible. 

Mr. Srevens. May I ask you one question, Mr. Fleischmann? I: 
your policy with regard to trade-association executives sitting in on 
industry advisory committee meetings—does it go so far as flatly to 
prohibit them in all cases from attending even as observers ? 

Mr. FretscumMann. Generally speaking, sir, we cannot have ob 
servers. Now, that is because of physical requirements. You have 
to understand that everybody wants to go to an industry advisory 
committee, everybody wants to attend those things, with the idea of 
getting some inside story a little bit ahead of the field. 

Now, we cannot take the onus of separating the sheep from the 
goats. That is the basic reason for not letting them in as observers. 

Mr. Goupsrern. All right. But, that position does not preclude 
calling on them for assistance / 

Mr. FieiscumMann. No, sir: and T have done so myself, and T will 
say that I have welcomed their help. 

Mr. Gorpstern. And if on April 30, 1951, Mr. Shook, of the NPA, 
stated before the Commercial Printing and Lithographing Industry 
Advisory Committee that a proposed plate conservation order had 
been drafted, reviewed by the interested trade associations and cir 
culated to all interested divisions of the NPA, would that be in 
accordance with your general policy ? 

Mr. FrerscumMann. No; it would not. 

Mr. Goupstetn. Similarly, a group representing the electric house 
wares section of the National Electric Manufacturers Association 
presented the story of the industry and its products as set forth in a 
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brief at a conference with the NPA on March 28, 1951, arranged at 
the request of the association. Do you happen to know if that con- 
ference took place 4 

Mr. FueiscumMann. I do not know, but that would not be in accord- 
ince With our polic: VY. 

Mr. Gotpsrers. That would not be in line with it. 

Bes FLeiscuMann,. If an association wishes to present their views, 
are glad to have them and we encourage them to give the viewpoint 
of the trade-association people, but in a different context. 

Mr. Goxpsrern. At a meeting of the Printing Ink Advisory Com- 

ittee in April, Mr. Dallin, of ‘the NPA, emphi sized that trade asso 
cations may not request information in the name of the NPA. Is 
that also in line with your policy vy? 

Mr, FuriscumMann. That is an absolute policy matter 

Mr. Gotpsrern. And your policy goes so far as to say that speeches 
hy NPA officials before trade associations should be done in an unoffi 

ial capacity; is that correct ¢ 

Mr. FuriscuMann. I do not recall that rule, Mr. Goldstein [ 
would see no reason for that. I should think our officials wou! F be 

‘to speak before trade associations. I do not see any reason why 

There may be such a policy, but I do not know it. 

r. GotpsTErN. I believe there is an administrative ruling or some 
regulation on that point. I would like to submit that regulation 
later on, 

The Citarirman. You may. 

Mr, FieiscumMann. I might say that if that is the rule, I frequently 
violate it myself. 

I think I have the one you mean here—my associates have handed 
me this. But I see it says that 1 may grant exceptions, so L guess 
I authorized myself to do it. 

Laughter. | 

Mr. Bryson. You are not required to proceed under the 1-minute 

le, like we are? 

Mr. FuriscuMann. We are not. 

Mr. Gotpsrrin. T will now ask Mr. Walden to hand you the min- 

tes ofa rege of the DDT Industry Advisory Committee meeting 

iM: arch 21, 1951, at which Mr. Markwood., of the Chemical Division 
of NPA, stated that he would request Mr, L. S. THitchener, executive 
secretary of the National Agricultural Chemicals Association, to send 
letters to the producers asking for this information in the name of 
NPA. Isthat mm line with your policy vy? 

Mr. Furiscumann. No,'sir: he should not have done that. 

Mr. Goupsrern. I would like to submit for the record, Mr. Chair- 

in. if I may, a letter to Mr. William H. Harrison, National Pro- 

ction Authority, Department of Commerce, Washington, D. C., 

ited December 26, 1950, from B. D. Hamilton, recording secretary, 
specialty. transformer section, National Electrical Manufacturers 
\ssociation, of New York. 


rhe regulation referred to appears in the appendix, infra, p. 1025 
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(The letter referred to follows:) ' 
ExHIBiT No. 80 


NATIONAL ELECTRICAL MANUFACTURERS ASSOCIATION, 
New York, N. Y., December 26, 1950 
Mr. WitittaAmM H. Harrison, 
National Production Authority, 
Department of Commerce, Washington, D. C. 

Dear Mr. Harrison: On instructions of Mr. W. H. Hammond, chairman 
the NEMA specialty transformer section, I am writing to convey the secti: 
recommendation that industry advisory committees be set up for electronic a: 
specialty transformers, and for ballasts. 

It is further recommended that the scope of these two committees be 
follows: 

1. Electronic transformers, including all magnetie core transformers ani 
reactors used in the generation, transmission, or reception of radio freque: 
energy, transmission, or reception of radio frequency energy, as in radio, radar 
and electronic control systems ; specialty transformers, including ignition tra: 
formers, insulating transformers used on series circuits for street and airp 
signaling and doorbell transformers, control transformers, gen 
distribution circuits of 600 
r applications not 


lighting, 
purpose dry-type transforiners used in secondary 
volts or less for power and lighting, and those for all othe 
specifically listed. 

2. Ballasts and transformers for 
cent, mercury vapor, and luminous tube. 

It is believed that electronic and specialty transformers would logically come 
under the Electronics and Communications Products Division of NPA, while 
ballasts should be handled by the Electrical Products Section of the Building 
Material Division. 

I am attaching for your information a list of all known manufacturers of 
specialty transformers. It is believed that this list also includes most, if not 
all, ballast manufacturers, and a representative cross section of manufacturers 


gaseous discharge lamps, including fluores- 


of electronic transforiners. 

Upon word that these recommendations are favorably considered, we shal! 
be glad to offer recommendations as to personnel to serve on these industr) 
advisory committees. 

Very truly yours, 

B. D. HamILton, 

Recording Secretary, Specialty Transformer Section. 

I would like to show you a copy of this letter, Mr. Fleischmann, if 

I may, and ask you if it would indicate that this trade association has 

made recommendations to NPA concerning the setting up of an ad- 

visory committee and has offered in the last paragraph to assist you 
in setting up the personnel of the advisory committee. 

Now, I do not intend any stigma by this question, but I am mere!) 
asking you whether or not this re presents the mechanism of setti 
up advi isory committees. 

Mr. Freiscumann. We frequently have asked particular associa- 
tions for particular suggestions. 

I am told that in this case some of the recommendations were fo! 
lowed and others were not approved, 

Now, the act indicates, in my judgment, that we are not wholly 
disregard the factor of trade-association activities in connection with 
administering the powers. We do not, however, for the reasons t! 

I have stated, go to the extent of having their paid acanialives 
present, but I would say that we have asked for their advice. We fr 
quently do, 

Mr. Gotpsrern. Referring back to your earlier testimony regarding 
the employment of trade-association executives as WOC’s, is it not 
correct, Mr. Fleischmann, that Mr, John A. Claussen, of the Ameri: 


+ 
LO 
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[ron and Steel Institute, isa WOC in the Pig Iron Section of the Iron 
and Steel Division of NPA? 

Mr. FueiscumMann. It could be that there are one or two. Mr, Kim- 
hall knows my instructions on the subject. 

Mr. Goupsterx. And on June 26, 1951, Mr. James L. Ritchie, the 
executive director of the United States Pulp Producers Association, 
was employed as a WOC. 

Mr. Fierscumann. Mr. Kimball tells me that there are two, and 
‘hat those are the two. Mr. Kimball knows my strong general policy 
iwwainst that, and he would make execeptions only in the most unusual 
cases, Mr. Goldstein. 

Mr. Goupstrin. Well, sir, the subcommittee intends no improper im- 
plication, you know. 

Mr. FueiscumMann. As you know, it is not illegal. I just consider 
| poor policy. I did not know about that, though. 

Mr. Goupsrein. I note from the rules applicable to meetings with 
vroups of industry representatives, Mr. Fleischmann, promulgated 
by NPA, that reference is made to task groups and it is stated there 
that there are three situations in which so-called task groups will be 
used. I wonder if you would tell us briefly how these task groups are 
employed in these three special situations. 

Mr. FietscumMann. Let me just check my notes. Well, the first case 
is a case where a subcommittee of the industry advisory committee 
meets to consider a particular problem and report back to the prin- 
cipal committee. In that case the Government representative acts 
with them and there are the usual safeguards. That is just where 
there is a continuing problem that cannot be very well taken up by the 
whole committee. 

There were special cases where a particular matter of technical 
knowledge had to be prepared and the information was not available 
within the Government. 

Under such circumstances and relying on the experience of the 
War Production Board, we provided that where those circumstances 
obtained, that is, where there was technical information that had to be 
collated and reported back to the Government that the Government 
presiding officer, with the consent of the general counsel, could ap- 
point a task group to perform a specific thing and make a specific 
recommendation back to the Government. 

The essence of it is that it must be in writing and approved by the 
general counsel plus Mr. Belsley’s office, and that is in line with the 
experience that we had in World War IT. 

When such an undertaking is likely to take a considerable period 
of time, over 1 month, why, then, we require submission to the De- 
partment of Justice, in the third case. 

Mr. Gotpsrern. All right. Am I correct in stating that the Defense 
Production Act does not in itself authorize that? 

Mr. FLeiscHMANN. It does not either authorize or forbid. 

Mr. Goupstern. No; but it does authorize the industry advisory 
committees ¢ 

Mr. Fietscumann. That is correct. 

Mr. Goupsterx. And would you say that the Department of Jus- 
tice has given views to the contrary as to the necessity for having task 
sroups? , | 
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Mr. FiriscumMann. My associates tell me that they are discussing 
it with the Popatinies of Justice right now, the problem of task 
groups. 

Mr. Goupsrern. I see. Now, is it your view that the task groups 
meet the same standards and come under the same criteria, necessarily, 
as for industry advisory committees ¢ 

Mr. Fietsciumann. I have always envisaged a very minor role 
for the task groups. It is a matter largely of assembling highly tec}: 
— information which for one reason or another cannot very wel! 
be done within the geographical confines of the Department of Con 
merce Building. 

I do not know of any case of the task-group technique because 
line with the policies which Mr. O'Brian first developed, when we do 
it at all, we give them such a narrowly directed letter of authority 
and specify very clearly that that is all they are entitled to do. 

We select very carefully any subject they are entitled to work 0: 
and we eliminate, in my judgme nt, antitrust or monopoly questior 

So. 1 do not think that it is likely to be abused. 

On the other hand, our people are conferring with the Departine: 
of Justice right now so, obviously, if they can give us examples that 
indicate to us that it is likely to be abused, we can reconsider that. 

Mr. Goupsrein. Well, sir, on February 16, 1951—I cannot find that 
minute just now—there was a meeting of the Commercial Industriy 
Refrigeration and Air Conditioning Manufacturers Industry Advis 


ory Committee. I believe that was the one L referred to previously, 


the one we just had a few momeiits ago. 
It contains the statement in effect that the NPA representatives o 
February 16 thought that the task groups might be dangerous insofa 


as the views of the Department of Justice are concerned. 

Now, would that indicate that the matter had previously been unde 
consideration as far back as February 16? 

Mr. FieiscumMann. Well, do vou not gather that that was a membe: 
of the committee expressing that viewpoint / 

Mr. Goupsrern. Well, Mr. Beck, of NPA, said that if there is a 
hazard there, and he was referring to the passage I just gave relating 
to the Attorney General—he said that if there was any hazard 
had not been brought to the attention of the NPA operating official! 

Now, you are then correct in saying that NPA was not aware of 
from that ¢ 

Mr. FieiscuMann. That is right. 

Mr. Goupstrern. All right, thank you. 

Now, with reference to the same minutes, I would like to refer to th 
statement: 

Mr. Alan H. Pearce, coordinator for Conservation, NPA, entered the discuss 
and gave an example of what had happened in connection with another geri 
group—National Electrical Manufacturers’ Association—in a comparable siti 
tion, He stated that all doubt as to the question of being within its rights wa 
eliminated if recommendations of the individuals or task groups were sent dire 
to the association—in this case the National Electrical Manufacturers’ Ass: 
ciation which, in turn, forwarded them to the industry advisory committee. 

Now Task you whether you agree with Mr. Pearce that all objectior 
which the Department of Justice may raise to task groups may b 
met by having the task group report directly to the trade associatio 
which in turn will forward such recommendations to the NPA? 
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Mr. FietscuMann. No; I think Mr. Pearce was being his own 
lawyer. 

Mr. Srevens. I have one question. 

The record is not clear as to whether on February 16, the Attorney 
General had suggested to NPA that there might be a danger in the 
use of task groups. 

I notice in the letter of October 19 of the Department of Justice 
to all of the agencies that the first requirement listed was that there 
must be statutory authority to appoint a committee. I believe you 
stated earlier that there was no authority nor was there any prohibi- 
tion, with respect to task groups. 

Mr. FueiscumMann,. I might say that with respect to the designation 
of the circumstances under which one could use a task group I was 
stating my own opinien as a lawyer, which I still hold, that if those 
rules are followed which I gave, then the action is not within—I mean, 
tis not subject to prosecution under the antitrust laws. 

Now. I will have to ask my associates when the question was first 
raised by the Attorney General, because I do not know. Does anyone 
know ¢ 

I will have to supply that. 

They say it is under discussion now, but when it was first brought 
up I do not know. 

Mr. Gotnsrerx. T will now ask Mr. Walden to show you the minutes 
of the meeting of the NPA task group on water coolers of the Com- 
mercial Refrigeration and Air Conditioning Industry Advisory Com- 
mittee held in the Hotel Statler on April 11, 1951. 

That shows that the meeting was called to order by the chairman, 
Mr. H. R. Hildreth, who was an industry representative, and he then 
turned the meeting over to the presiding oflicer, Mr. Wootton, of 
the NPA. 

Mr. FretiscHuMann. Yes. 

Mr. Goupsrrern. Then it gives the attendance. showing the repre- 
sentation by four members of the water-cooler industry, plus an NPA 
representative, and then it says that also present by invitation of the 
chairman were Frederick A. Ballard, counsel to REMA: Fouts, of 
REEMA, who acted as secretary of the meeting; and R. H. Tull, who 
assisted the chairman in drafting the order. 

REMA, I believe, is a Refrigeration Equipment Manufacturers’ 
(ssoclation: is that correct 4 

Mr. FieiscumMann. I do not know, sir. T assume so. 

Mr. Goupstrern. Well, that is our information. if I may sav. 

Mr. FretscrumMann. It sounds right. a 

Mr. Gotpstern. Well, is it customary for chairmen of the task forces 

} invite counsel of trade associations to attend the meetings of task 
croups ¢ 

Mr. Fieiscrmann. I do not believe it is. 

Mr. (AOLDSTELN. Your answer will hold true, of course, as to having 
them act as secretaries: you would not have them do that ¢ 

Mr. FieiscumMann. We would not. 

Mr. Goupsrern. All right. 

The Chatman. And your statement with reference to having paid 
xecutives acting as secretaries applies to advisory committees? 

Mr. Furiscumann. I would say “Yes.” 
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Now, Mr. Chairman, there might be very well an occasion when we 
asked a specific association executive to do a specific thing; but I sai d 
before, Mr. Chairman, that in our judgment they do not properly | 
within our framework. 

Mr. Goupsrein. Contining with these minutes, they say: 

The presiding officer stated that the purpose of the meeting was to consider 
the proposed revision of WPB limitation order L-126 for recommendation | 
NPA in the light of the changes suggested at the general meeting of the wate: 
cooler industry on April 10. 

Does it not appear from the above that the purpose of this task 
group was to consider matters suggested at a previous meeting of tli 
water-cooler industry, specifically a meeting of April 10 ¢ 

Mr. FieiscumMann. I do not know what the history of this was. 

Mr. Gouipsrern. Well, I think I can clarify it. 

On July 6, Mr. Chairman, you wrote to Mr. Fleischmann requestine 
the minutes of any meetings of the Commercial Refrigeration and Ai: 
Conditioning Industry Advisory Committee or any task group the reo 
meeting on April 10, the date referred to in the previous minutes, and 
Mr. Fleischmann responded with a letter wherein, after acknow ledging 
your letter, he says: 

The Office of Industry Advisory Committees informs me that there was no 
meeting of the committee or any of its subordinate groups on that date but thers 
Was a meeting of the water-cooler manufacturers at the Hotel Statler. I encloss 
a copy of the minutes. 

Mr. Fierscuman. Yes. 

Mr. Goupsrern. And those minutes are before you now ? 

Mr. FiriscuMann. Yes. 

Mr. Gotpstrin. Now, is it your understanding that the meeting 
of April 10 was not a meeting of the Industry Advisory Committee 
or any subcommittee of it ? 

Mr. Fretscuumann. Apparently not, because our records do not shoy 
that there was any meeting. 

Mr. Goupstern. Referring to those minutes, there appears the title. 
“Meeting of Water Cooler Manufacturers,” and written at the top 
in pen, “General meeting—nonoflicial.” 

At that meeting there were present representatives from the NPA. 
as well as the executive secretary, the legal counsel, and the acting 
secretary, those furnished by the REMA to which I previous!) 
referred, 

Is it customary for NPA officials to attend meetings of that ty; 
in a quasi-governmental function ? 

Mr. FieiscumMann. I make the same answer as before, that. I hoy 
not. I believe not. I do not know of any other case, other than this. 
alt hough there may have been such. 

The Ciamman. And you are watching that situation. 

Mr. Fiemcumann. We watch it ve ry carefully. There were soni 
instances where industry representatives simply got together then 
selves and labeled themselves an NPA advisory committee, with 1 
NPA people present at all. 

The Cuatmnan. I believe that we will end this session. The mem 
bers of the subcommittee have had a long day, attending other meet 
ings and being on the floor. 

I want to thank you, Mr. Fleischmann. I want to say that you hay: 
been most cooperative and we appreciate your coming here. 
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Mr. Furiscumann. Thank you very much. 

Mr. Lane. I agree with the statement of the chairman of the sub- 
committee that you, Mr. Fleischmann, and your associates are doing 
an excellent job. 

Mr. FreiscumMann. Thank you. 

Mr. Lane. I do want to say that in connection with this former 
employee coming here and testifying before this subcommittee and 
giving information, it is our feeling that as a result of giving that 
information that particular person lost his job. This man is out of 
employment, and I think that I speak for the chairman and for all 
members of the subcommittee here when I state that we think that you 
ought to reconsider that particular person’s reemployment in your 
department, giving him back his job or something in your depart- 
ment of a like nature, because to some of us it appeared that he had 
heen punished for submitting to this subcommittee information which 
he had been compelled to do under a subpena. 

Mr. Frriscumann. All I can say to you on that subject, sir, is 
that I assure you that “punishing” could not happen, to the best of 
my knowledge, and will not happen in any case over which I have 
any jurisdiction whatsoever. 

I made the best inquiry into that that I could and I have submitted 
the fullest details of my investigation to the chairman, 

On the other hand, I have the responsibility here which I cannot 
put off on anyone else, I have it myself; and I must say that I will 
have to determine the question of that employment as best as I can, 
sir. 

Mr. Lane. Thank you. 

Mr. Goipstrin. Mr. Chairman, just one further request, if I may. 


Will you accept for the record the minutes of the unofficial meeting 
of April 10? 

The Cuairman. Yes: it will be accepted. 

(The minutes referred to follow :) 


ExHIBIT No. 81 
(Written) “General meeting, nonofficial” 


MINUTES OF MEETING OF WatTER COOLER MANUFACTURERS, HOTEL STATLER, 
WASHINGTON, D. C., Apri. 10, 1951 


CALL TO ORDER 


The meeting was called to order by Mr. H. F. Hildreth at 10:20 a. m. on April 
10, 1951, in the Town Room, Hotel Statler, Washington, D. C. 


ROLL CALL 


The following attendance was recorded: 


VPA task group on water coolers, commercial refrigeration and air conditioning 
industry advisory committee 

H. F. Hildreth, chairman, Westinghouse Electric Corp. 

Orville C. Morrison, Sunroe Refrigeration Co. 

C. F. Hansel, Filtrine Manufacturing Co. 
Kk. Rose, the Halsey W. Taylor Co. 

Lud Emde, Temprite Products Corp. 

Lyonel Berken, the Coolstream Corp. 


Other water cooler manufacturers 


L. Millar, Sunroe Refrigeration Co. 
W. F. Switzer, Frigidaire Division, General Motors Corp. 
Paul R. Lynn, General Electrie Co. 
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Ik. bk. Lehman, Frigidaire Division, General Motors Corp. 

M. J. Shriner, the Halsey W. Taylor Co. 

A. R. Benua, the Ebco Manufacturing Co. 

Lee C. Love, the Ebco Manufacturing Co. 

Robert H. Tull, Westinghouse Electric Corp. 

«. M. Cordley, Cordley & Hayes. 

Representatives of NPA 

A. Gordon Wootton, National Production Authority 

Sterling Smith, consultant to Refrigeration and Air Conditioning Section of 
National Production Authority. 

Representatives of REMA 

Me V. Brumb: ugh, xecutive secretary, REMA. 


A. Ballard, le sea eiaeigiall REMA. 
H H. Fouts, ac ting secretary of the meeting, REMA. 


DISCUSSION ON PROPOSED REVISION OF WPB LIMITATION ORDER L-126 


The chairman explained that the meeting was called for the purpose of pe: 
mitting the water-cooler industry to review schedule [ of WVB Limitat 
Order L—126. in order to obtain suggestions for consideration by the NPA task 
vroup in preparing recommendations for revision of the order to meet current 
conditions. He stated that invitations had been sent to representative meml 
of the industry throughout the country, as well as to all manufacturers w 
had expressed interest in the problem. He also explained that the proposed 
revisions must be submitted to NPA not later than May 4, 1951, and that t 


report is subject to the approval of the full industry advisory committee. 


Mr. Morrison addressed a question to the chair with regard to the presence of 
Mr. F. A. Ballard, apparently under the impression that Mr. Ballard was counse 
for Westinghouse Electric Corp. It was explained that Mr. Ballard is lez 
counsel for REMA, and was present merely to assist the chairman in connection 
with legal matters that might arise, 

The chairman then stated that a proposed conservation order had been di 
veloped and submitted to members of the task group for their consideratior 


Ail members of the task group and other members of the industry had been askes 
to submit recommendations to the chairman to aid him in preparing the proposed 
order. He said that the order had been revised and rewritten to include al 
the suggestions received up to April 9. 

The chairman then distributed the following material: Copy of propos 
conservation order with covering letter: a brochure entitled “A Report on ft! 
Function of Drinking-Water Coolers During National Emergency.” which 
been revised and brought up to date by a committee headed by Mr. Cordk 
and a short article entitled “Essentiality of Drinking-Water Coolers,” develo] 
by the same committee. It was thought that all three of these documents sho 
be submitted to NPA j 


The brochure on a report on the function of drinking-water a during 


national emergency was reviewed briefly. The chairman explained that it w 
substantially a reprint of a booklet developed during World War IT, and tf) 
expenses in connection with the printing of it would be paid by REMA. 

The matter of the proposed conservation order was then taken up. The chair 
man suggested that the entire order be read before considering Comments on indi 
vidual paragraphs. He stressed the point that the recommendations are bass 
ona “going in” stage, and were designed not to put any manufacturer out « 
business. He explained that the recommendations are intended to show su 
stantial conservation of critical materials, which is the purpose of the tas 
group. 

Mr. Morrison raised a question as to how much material would be saved if t 
order is put into effect. The chairman advised that he had received some figure 


be saved, based on an annual production of about 125,000 water coolers, or appros 
imately 2 pounds per water cooler, some manufacturers more—some less. It 


response to another question, Mr. Hildreth stated that from 1 pound to a maximum 


of 314 pounds of copper could be saved in the manufacture of Westinghouse’ 


coolers. In response to another question from Mr. Morrison, the chairma 


advised that the figures are not available to definitely determine what amounts 


of other critical materials might be saved under the order. 


1, 


on this which would indicate that an estimated 250,000 pounds of copper could 
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Mr. Morrison then asked what the task group is shooting at—that is, whether 
NPA would be satisfied with such savings as are indicated in the order. Mr 
henua expressed the opinion that the industry should develop an order that would 
chow a saving of critical materials, but still permit production of serviceable 
water coolers that would not imperil in any way the health of the consumer. 

Mr. Morrison requested the chairman to read the letter from NPA appointing 
the task group and outlining its assignment. The chairman then read the letter 
dated Mareh 19, 1951, which he had received from Mr. William L. Beck, Deputy 
Iirector, Machinery Division of NPA. 

Mr. Lynn stressed the point that a certain minimum amount of critical ma- 
terials is necessary to produce a good water cooler, and that some companies 
may have to cut a lot and some companies not so much, due to their present 
operating methods. Mr. Wootton pointed out the great number of problems of 
individual companies in connection with various orders issued. He stated that 
orders covering the use of copper, steel, and other metals are issued “across the 
board.” and it is practically impossible to do this and take every detail into 
ccount, and any special problems can be handled through appeals. He stated, 
for instance, that stainless steel was out “across the board,” but in special 
irdship cases exemptions may be granted. 

In response to a question from Mr. Morrison as to whether beverage coolers 
would be covered by the order, it was pointed out that the order covered onls 
self-contained drinking water coolers, and the primary function must be to cool 
water. Mr. Smith suggested that a general interpretation might be based on the 
manufacturer’s intention as to what the unit was made for. It was the general 
consensus that beverage coolers would not be covered by the order, but that 
compartment-type coolers would properly be covered. Mr. Morrison then stated 
that he produced coolers for railroads, and was not certain that these were 
covered. After discussion, it Was agreed that these would be covered if they 
included two of the three requirements for self-contained water coolers as set 
forth in the order, and a special appeal should be made if additional material 
is required for their production. 

Mr. Cordley suggested that the attachment entitled “Essentiality of Drinking 
Water Coolers,” which is to be submitted to NVA with the order, covered the 

iin points of the order and it might be helpful if it were considered first 

» chairman then read this article, following which a question was raised in 

ard to the sentence under “End use.” which states: “Such drinking water 

more essential than other foods.” However, discussion developed that 
ter could properly be classified as a food, and it was decided not 
sentence referred to. 


is 
t ‘hange 
to Change 


e chairman ealled on various members of the task group for their opinion 
of the order as presently written. Mr. Emde stated he did not believe that the 
rder should cover specific items, but should be very flexible, and permit 
turer to use such critical materials as are allowed to him in any manner 
he may decide would be to the best advantage. In addition, he pointed out that 
in trying to substitute for critical materials, it would be possible they might 
n into even worse shortages. The chairman reiterated that it is not the 
fention of the group now to write an order that would work a severe hardship 
iny manufacturer. Mr. Emde further stated he believed the fact should | 
“| that the water-cooler industry as a whole uses only a minute percentage 
e critical materials being used in total. 

he chairman asked Mr. Emde if he could operate under this order if it 
pted substantially as written. Mr. Emde said he could, but it would 
designing job. He stated further that he would like to se 

so that he would know how to plan for future production 


io thianu- 


ee 


were 
iInvoive 


© something set 


Mr. Hansel also was in favor of the order as written, and said he would like 
ee prompt action taken by NVA. Mr. Rose stated he was almost 100 percent 
reement with the above gentlemen, and believes the point on timing is very 
ltaken. Mr. Berken’s response was also favorable, with a few slight objec- 

s. and he also said he is anxious to get the matter settled promptly Mr 
‘ison stated that he was only recently appointed to the task group, and was 
notified of the meeting until the night of April 9; therefore, he was not in a 

sition to give his comments on such short notice. He stated further that he 
nees a great deal of equipment for railroads, and is not 

red in the order. He also said that he is concerned about 
® situation and requires more time. 


sure that this is 
the background 
Vy 


Love suggested that the entire order be gone over, paragraph by paragraph, 
this approach was approved. Under the definition 


of “Producer” several 
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questions were raised by Mr. Morrison and Mr. Berken in regard to the words 
“processes” and “self-contained.” A discussion developed that this was the 
same terminology as generally used in previous orders, and at Mr. Smith's 
suggestion it was decided that these details should be left to the legal staff 
NPA which would write the order if the recommendations were adopted. 

Under item (2), Mr. Morrison suggested that after “self-contained” the { 
lowing be added: “drinking-water cooler, hereinafter referred to as cooler: 
and this proposed change was approved. Mr. Hansel suggested adding 
words “or connections” at the end of item (2), but after discussion it was agi 
that these were not covered under the definition. A suggestion to add the w 
“element” after “water cooling” under item (i) was discussed and approv« 

No further changes were suggested down to item (4). Mr. Emde sugges: 
that a percentage should be included in the definition of “nickel-bearing sta 
less steel.” After discussing this around the table, it was agreed to insert 
percent or more of” after the word “containing.” 

The entire section on “Restrictions on materials” was discussed, var 
changes were suggested, and the following changes were approved: 

Add “High” at the beginning of item (c), and “water” after “refrigeran: 
and delete the portion of this item referring to “limited to the minimu: 
amount practicable.” 

Also delete item (f) which has to do with “limited to the minin 
amount practicable.” 

On advice of Mr. Wootton and Mr. Smith, the use of nickel-bearing stai: 
less steel in the top basin should be prohibited, as this item is in very 
critical supply and adequate substitute materials can be used. 

After considerable discussion, it was decided to poll the group on the adyis 
bility of rewriting this particular section, on the basis of grouping aluminum 
nickel-bearing stainless steel, and copper or copper-base alloys, and prohibiting 
the use in an aggregate weight of all three materials in excess of 10 pounds jer 
cooler, plus an additional pound per cooler for each gallon of water cooled per 
hour, based on the standard rated capacity. Each of the companies represented 
was polled and indicated that they could operate under such restrictions, al- 
though it would be a very close squeeze for some, and would mean a redesigning 
job by others. 

The chairman announced that this section would be rewritten in line with 
this recommendation, and presented to the task group for consideration. In 
response to a question, Mr. Smith assured the group that if NPA decided t! 
the order as submitted should be changed, it must consult with the task ur 
which prepared the proposed order. 

It was pointed out that NPA might not be familiar with what is meant 
“Standard rated capacity” as used in this section, and it was agreed to add 
definition of “Standard rated capacity” under the definition section on page 
Mr. Morrison brought up the question of reducing the number of models |) 
duced. During the discussion on this matter, it was pointed out that this \ 
done during World War II and did not work out to effect a saving of mater 
It was felt also that such a step could be considered fully when and if it becom: 
necessary. 

Mr. Cordley suggested that it might be well to include some mention of | 
minimum amount of rubber required in the paragraph on restrictions, and 
was the consensus that this should be included in the rewrite job for the \ 
parts where it is necessary. 

In discussing the paragraph on “General restrictions,’ Mr. Morrison stat 
that he would like to see the following sentence added to item (1): “Provi 
they do not exceed the weight limitations set forth above.” It was the consen 
of those present that this addition should not be made. 

The chairman then reviewed the letters which had been submitted to him |y 
members of the industry to determine whether all suggestions in the letters ! 
been acted on and covered in the meeting. Each member present who had si) 
mitted a letter was asked whether he was satisfied that his recommendati 
had been considered and some action taken on them. All agreed that this 
the case, with the exception of Mr. Morrison, who stated he was not satisii 
and would like to know if he had access to all of the files of the task grou] 
possession of the chairman. Mr. Wootton advised that all the files were oj} 
for inspection while he is present. 

Since Mr. Morrison stated he was not satisfied, it was thought advisable | 
over the suggestions he had made point by point to see if they could be cleared 
The chairman pointed out that Mr. Morrison's letter had been addressed 
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\ly. Sterling Smith, and referred to Mr. Wootton, who in turn had turned it over 
-o Mr. Hildreth for action, as chairman of the task group. During the discussion 
on the points presented in his letter, Mr. Morrison stated that he was not sure 
it was proper to have his letter read point by point, whereupon the consideration 
of his letter was terminated. 

Mr. Morrison then requested that the complete files of the task group be turned 
oyer to him for inspection, and the chairman complied with this request. Mr. 
Ballard also turned over to Mr. Morrison for his inspection, the rules established 
hy NPA for the operation of industry advisory committees and task groups. At 
rhe same time, the chairman offered anyone else present the opportunity of in- 
specting the files if they so desired. 

The chairman then called attention to a letter received from a company in 
Louisville with reference to iced coolers. After a short discussion, it was agreed 
that a paragraph on iced coolers should be included in the final draft of the 
order to be rewritten and presented to the task group. 

The chairman then asked if there were any here on the task group or other 
members of the industry who had any unanswered questions, or whether all ques- 
tions in connection with the proposed conservation order had been answered to 
their satisfaction. Since there were no questions, the members of the task 
croup were polled as to whether the order as amended at this meeting met with 
their approval. The following members voted in the affirmative: Mr. Emde, 
Mr. Hansel, Mr. Berken, and Mr. Rose. Mr. Morrison voted in the negative. 

In explanation of his negative vote, Mr. Morrison stated that he received a 
wire only last night that the meeting would be held, and was handed an order 
today which would affect the industry he is in. He said that he had read the 

rder but would like to have an opportunity to discuss the various parts with 
his associates. He stated further that he thought it was not fair on a matter 
of less than 24 hours’ notice to make a decision that would affect the long-term 
operation of his business. He objected f having his letter addressed to Mr. 
Sterling Smith read to the group. He stated he did not know the details in 
regard to chrome steel and would like to have an opportunity of checking on this, 
Other members of the task group stated that they had received the same notice 
f the meeting as Mr. Morrison. 

As chairman of the task group, Mr. Hildreth was asked to rewrite the order as 
mended at this meeting for presentation to a meeting of the task group only, 
ro convene at 9 a.m. on April 11. The chairman accepted the job, and stated 
he would be willing to listen to any further suggestions from interested parties, 
rhe chairman further stated that if any member of the task group wished to 
file a protest it could be done, as that was each person's right. 

It was the general consensus that the task group should complete its work and 
present its recommendations to NPA prior to the time set of May 4. 

Mr. Cordely asked whether it would be a handicap to the industry if this matter 
was further delayed, and Mr. Wootton confirmed this point. 

It was thereupon voted to have the task group convene on April 11 to review 
he order as revised, and prepare a final draft for presentation to NPA. 

Mr. Morrison advised that he could not have all the information he needed ready 
hy the following morning. 

On behalf of NPA, Mr. Wootton thanked the chairman, members of the task 
croup, and the industry in general for their contribution in this connection, 


ADJOURNMENT 


The meeting was adjourned at 4:30 p. m. 
Respectfully submitted. 
Harry H. Fouts, Acting Secretary. 


Exnisir No. 82 


STATEMENT OF MANLY FLEISCHMANN, ADMINISTRATOR, NATIONAL ProptctTron 
\vTHORITY, BEFORE THE CELLER SUBCOMMITTEE ON Stupy OF Monopoty Power, 
Hovsre Jupic1rary CoMMITTEE, Monpay, Jury 16, 1951 


Chairman Celler notified me that the committee wished me to testify on the 
poiey of the NPA with respect to employment of personnel without compensa- 
I welcome this opportunity to present to the committee facts regarding 
employment of those individuals whose service to our agency I regard as 
solutely essential. 
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Let me say at the outset that as of May 31, 1951, there were 153 WO ©, 
ployees on NPA rolls. This represents 3.98 percent of the 3,888 person, 
employed by NPA on that date. I shall submit for the record a list identifying 
the WOC employees and setting forth the position in private industry held } 
each.” 

From my experience in the War Production Board and in the National Prody 
tion Authority, first as general counsel and subsequently as Administrator, | f 
strongly that the defense program requires the services of WOC employees 
The NPA has responsibility over vast areas of the American economy. 
the pressures of the emergency, with the need to get essential production m 
quickly and to conserve scarce materials, we need men who are experts in the 
industries and who have the confidence of those engaged in those industries 
In the absence of all-ont war, it is a harassing problem to reeruit outst: 
men whom we need even under the without-compensation provision. | 
hopeful that the committee and the Congress will be mindful of the pro! 
which faces us and will continue to make it possible for us to bring in me 
the high enliber needed to do the job. 

Perhaps it would be helpful if I summarized at this time the source of 
authority to use WOC personnel. It stems from subsection TO1-B_ ot 
Defense Production Act of 1950 as implemented by Executive Orders 10182 
10205. The act authorizes the President, subject to such regulations as he 
issue, to employ without compensation persons of outstanding experience 
ability, and to provide by regulation for their exemption from the operatior 
certain “conflict of interest” statutes named in the act. The Executive « 
delegate to department heads the authority to employ persons WOC 
provide that such authority may not be redelegated. The Executive ord 
provide further that appointments of persons WOC to positions other 1) 
advisory or consultative shall be supported by written certification by the he 
of the employing department as follows: 

(a) That the appointment is necessary and appropriate in order to « 
out the provisions of the act ; 

(b) That the duties of the position to which the appointment is being ! 
require outstanding experience and ability; 

(ce) That the appointee has this outstanding experience and ability: 

(d) That the department head has been unable to obtain a person wit! 
qualifications necessary for the position on a full-time, salaried 

The act and Executive orders give exemptions from certain statutory 
visions as te conflict of interest. As authorized in section 710 (b) of the 
section 201 of Executive Order 10182 exempts persons appointed War 
the operation of sections 281, 283, 284, 454, and 1914 of title 18, United s 
Code, and section 190 of the Revised Statutes (5 U.S. ©. 99) except as spe 
elsewhere in section 201 of Executive Order 10182. 1 shall submit a compils 
of those statutes, and a statement of activities not exempt. We giv 
persen appointed under authority of subsection 710 (b) of the Defense Pri 
tion Act a statement as to the exemptions from the conflict-of-interest stat 
and we also specifically state those provisions from ¥ 


ary 


applicable to his ense, 
he is not exempted 

As to poliev and regulations, 
Order 10182, and General Administrative Instruction 204-6, the Natior 
duction Authority is gnided by the following policies: 

(1) “So far as possible, operations under the Defense Prodnetion Act 
earried on by full-time salaried employees of the Government, and appointme 
made under this antherity shall be to advisory or consultative positions 
(see, 102 (a) of EB. OO}; 10182). 

(2) “Appointments to positions other than advisory or consultative 
made under this order only when the requirements of the position are suel 
and abili 


in accordance with section 102 of Ex 


I 


the incumbent must personally possess outstanding experience 
obtainable on a full-time salaried basis” (see. 102 (hb) of BE. O. 10182) 

(3) “In the appointment of personnel and in assignment of their duties 
head of the department or agency involved shall take steps to avoid 
any conflict between the governmental duties 


great an extent as possible 
OM. 10182). 


the private interests of such personnel” (see. 102(¢c) of FE. 

(4) The requirements of the position must be such that the incumbent 
personally possess outstanding experience and ability not obtainable 
full-time salaried basis. If the duties of the proposed employee are 


See exhibit No. 73—-T3, supra, p. 710 


See appendix, infra 129 
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operating (as opposed to an advisory or consultative) nature, appointment may 
made only after the Secretary of Commerce certifies that the duties require 
rhe outstanding experience and ability possessed by the proposed appointee, 
ind that such experience and ability are not obtainable on a full-time salaried 
hasis (see, 801 of E. O. 10182 as amended by E. O. 10205). 

(5) The position involved must be classified as grade GS-15 or above (GAI 


4-6, sec. 3.035). 

(6) The proposed WOC employee must have an outside income in excess of 

§10,000 per annum and he must specify that he wishes to be employed without 
ensation (GAI 204-6, sec. 5.056). 
) Non-Government employment of employees without Compensation should 
he of such character as will not prove embarrassing to the Authority or raise 
question that information gained through official means is being utilized for 
advancement of the employee's or lis friends’ private interests (Administrative 
Justruction 204-26). 

S) Appointment to a position without compensation does not prevent 
acceptance of appointment to another Government position to which 
compensation is attached. However, such other employment should not be 
incompatible with the service required under WOC appointment (GAIL 204-6, 
sec, 3.038). 

Let me describe the procedure which we follow in the recruitment and 
appointment of WOC_ personnel: 

Before making any commitment or arrangement to engage the services of 
ny person to serve WOC, the official contemplating the need for such person 
first reduces to writing the requirements of the particular position and forwards 
this memorandum to the Division of Personnel requesting assistance in 
recruiting a person for such a position and, in the absence of any qualified 
eligible, permission to proceed with the appointment of a person who might 
be available on a WOC basis. Upon receipt of this information, the Division 
of Personnel immediately attempts to locate persons who are willing to accept 
employment in such a position on a full-time salaried basis. If, within a 
reasonable period of time, no person can be obtained on a full-time salaried 
basis, the official submitting the request is authorized to submit a formal request 
for the WOC appointment. 

Immediately upon establishment of the NPA in September 1950 we took the 
following steps: 

(1) We determined the availability, through Civil Service Commission, of 
qualified applicants for the various industrial specialists positions which it was 
contemplated would be necessary to carry out the objectives of NPA. We were 
able to make a rather complete inventory of all applications on file with the 
Commission, indicating the specialty involved and the number of persons at 
each grade level that might be available. 

(2) Letters were written to the principal recruitment sources requesting 
assistance in the recruitment of qualified persons to fill our anticipated vacancies. 
\t that early date it was quite clear that we would require the services of 
udustrial specialists principally in the fields of iron and steel, nonferrous 
metals, machinery and textiles. Some of the organizations with whom we 
ecolumunicated at that time and have since maintained contact were the 
Automobile Manufacturers Association, Alloy Casting Institute, National 
Foundry Society, Nonferrous Foundry Society, Copper and Brass Research 
\ssociation, Gray Iron Founders Society, Inc., American Iron and Steel Institute, 
(\merican Boiler and Afliliated Industries, American Boiler Manufacturers 
\ssociation, American Institute of Steel Construction, Malleable Founders 
Society, Association of Manufacturers of Chilled Car Wheels, American Tin 
frade Association, Aluminum Research Institute, The Aluminum Association, 
and many others. These sources were productive of only a few candidates 
who were qualified and acceptable. Some of the associations were cooperative 
enough to advertise our needs in their trade journals. 

+) We used other recruitment sources, both in and out of the Government, 
Which we felt by our previous experience might be the most productive. We 

auintain three large volumes which contain recruitment sources for all the 
various types of persons for which we have recruited and are now recruiting. 
This rescruitment-source file was compiled as a special project by two adminis 
ative interns whom we obtained from the Civil Service Commission for that 
purpose, Under the guidance of the Division of Personnel, they collected data 
showing for each specialization the leading men in industry, in Government, and 
education; industry advisory committees, leading trade associations, profes- 


com 


i] 
‘ 





748 STUDY OF MONOPOLY POWER 


sional societies and associations, and some of the leading schools in the fic), 
Although this list is not perfect and is not complete in all respects, it is believe) 
to be one of the best recruitment source files in the Federal service. Sony 
the best recruitment sources for certain of our positions have been the indusiry 
advisory committees themselves, which have been alerted to our needs and hay, 
informed members of their industry concerning them. 

Once it has been established that there are no known qualified persons who wii 
accept the particular position on a full-time salaried basis, the operating Oflicia 
submits a formal request for a WOC appointment, which is again ciurefu! 
reviewed for conformance to the law, policy, and regulations. The appoint: 
is then recommended to the Secretary of Commerce for approval, In getting | 
the Secretary of Commerce, each recommended action for WOC appointment | 
be approved by the following persons: 

Placement officer handling the particular case. 

Chief, Employment Branch, Division of Personnel, NPA. 

Director, Division of Personnel, NPA. 

Assistant Administrator for Administration, NPA. 

Administrator, NPA. 

Director of Personnel, Department of Commerce. 

Assistant Secretary for Administration. 

Industry advisory committees are an effective means of furnishing the Nati 
Production Authority with information and guidance. As presently operated 
defense program profits trom the advice of key members of affected industri: . 
and the national interest is safeguarded from dangerous practices. As of now 
the National Production Authority received the full benefit of advice from « 
mittee members without surrendering at any point power of independent act 
or full responsibility for action. 

As of June 5, NPA had established 375 industry advisory committees on wh 
4,500 key business executives were serving. By the end of 1951 we shal! pro 
have from 600 to SOO industry advisory columittees with from 10,000 to 11.0% 
members serving. 

In the First World War many war-service Committees were established to work 
with the commodity sections of the War Industries Board. Their personne! was 
selected by the industries usually working through trade associations. Und 
the National Recovery Administration, the codes of fair competition were draw 
up primarily by industry representatives and administered by industry-selected 
code authorities. For the most part, trade associations proposed the codes 
trade-association executives took a leading part in their administration. 

Fear was expressed that the trend toward cartelization was sped by the « 
mittees of the War Industries Board and NRA. Critics held that indus! 
ussociations or a committee designated by them would tend to be dominate 
the most powerful units in the industry, and to give them public authority | 
vided them with a powerful weapon against smaller competitors. There was 
a basic principle that the public interest would have to be safeguarded against th: 
possibility that the desires of a single economic group would not be given the f 
of law. 

Under the War Production Board a new use was made of industry commit 
Avoiding earlier mistakes, WPB refrained from delegating to profit groups : 
pointment of committee members and likewise refrained from delegating go 
mental powers that might make decisions in terms of their own interest 
object was to get the greatest amount of advice from industry personne! 
mnmaintaining power and responsibility within the established agencies o! 
Government. 

Whereas WIPB established this policy by administrative action, Congress 
enacting the Defense Production Act of 1950 recognized the need for indu: 
advisory committees, provided for their appointment, and established gene 
current rules for their selection. Thereafter the Department of Justice pro: 
gated certain requirements which would minimize the possibility of violat 
of antitrust laws in the organization of industry advisory committees. ‘! 
issued its General Program Order No, 6 stating the rules applicable to meet 
With groups of industry representatives. The order describes how. thie 
mittees would be established and used. It is now under revision in consults 
with the Department of Justice. Early this vear NVA established the Oli 
Industry Advisory Committees to coordinate and supervise all matters re 
to these committees and to insure the Authority receives the benefit of a 
cross section of industry views and advice. 
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Under the Defense Production Act and the Department of Justice requirements, 
industry advisory committees are advisory only. They have no power or author- 
ity; they make no decisions or determinations ; they carry out no actions; they 
coerce no members of the industry; they are neither executive bodies nor execu- 
tive committees. When decisions are made, constituted Government authority 
makes them on the basis of the information and advice received during the vom- 
mittee meetings and information available to the agency from other sources. 

In selecting committee members, NPA must -provide, under the Defense Pro- 
duction Act, for “fair representation for independent small, for medium, and 
for large business enterprises, for different geographical areas, for trade-asso- 
ciation members and nonmembers, and for different segments of the industry.” 
\n effort is made to have the membership of each committee reflect the general 
organizational pattern of the industry affected. Usually a committee consists 
of from 10 to 12 members. Their selection is no easy task, especially when there 
are many units in the industry concerned. 

Industry advisory committee members are selected and appointed by the NPA 
after receiving the recommendations of the industry division under whose general 
jurisdiction the committee will function. Members of the division staff are 
1 sually well acquainted with the industries with which they deal. They know 
the companies and many of the key personnel involved. They are, therefore, in 
a good position to suggest persons who might serve on the committee. The Na 
tional Production Authority, however, does not rely solely upon the personal 
information and acquaintanceship of the persons on its staff. Even greater infor 
mation comes from outside sources. Some of it is contained in census reports, 
or other official source materials. Trade associations are generally asked to 
make recommendations; most of them volunteer help in this connection. In 
dividual members of the industry often voluntarily write to the National Produc 
tion Authority expressing their interest in taking part in industry advisory com 
mittee activities and proposing persons for membership. Whenever feasible, the 
National Production Authority also seeks sugvestions from individual members of 
the industry affected by writing or wiring to a selected group of industry men 
bers, picked on a sample basis. and asking for their suggestions. There is, of 
course, available to, and used by, the National Production Authority a fund of 
information in the reports of private organizations that regularly gather informa 
tion about industries and individual companies. 

Proposals for membership on each industry advisory committee are reviewed 
by NPA’s Office of Small Business in order to obtain the opinion of that Office 
regarding the fairness and adequacy of small-business representation on the 
committee. The proposals are then finally reviewed by the Office of Industry 
Advisory Committees. That Office establishes the committee, invites persons to 
serve as members, and otherwise coordinates the National lV’roduction Author- 
ity’s activities in the establishment and use of the committee. 

Members of the industry advisory committees are persons who are presently 
and directly engaged in a business or industrial enterprise affected. For the 
most part they are presidents, vice presidents, general managers, and in some 
cases general sales managers of their respective companies. They are important 
people in their industries and are key personnel in their companies. Their 
knowledge, information, know-how, and judgment are contributing so greatly 
to the success of the National Production Authority’s decisions and operations 

It is important to recognize that members of the industry advisory committees 
are the persons themselves, and not their companies. The persens are selected 
hecause of their information and knowledge and the special skills which they 
possess as well as their present association with the industry. They do not 
come to industry advisory committee meetings us representatives or delegates 
of their individual companies. 

It is natural that committee members will reflect the views of companies of 
he size and regional location such as that with which they are identified and 
that the members should relate problems to their personal experiences. NPA 
tries to insure that the focus is upon the major problems of the whole industry. 

NPA initiates and formulates the agendas and the meetings themselves, A 

time Government official presides. Complete minutes are kept. Officials 

NPA make decisions and determinations of actions. Government agencies 
ave responsibility for carrying out the decisions, 

The bill extending and amending the Defense Production Act as reported Dy 

House Committee on Banking and Currency gives authority to industry 
visory committees to hire secretaries or counsel at their own expense. I look 
upon this as a backward step and I hope it will be eliminated. I believe there 
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is no heed for secretaries or counsel and their appointment would inaugurat; 
struggle for power and a manifestation of rivalry among industry groups 
trade associations. 

There is danger that paid trade association executives will exert pressir 
upon committee members for appointments. It has been our practice, with 
exceptions, to limit attendance at committee meetings to Committee mem» 
and qualified Government personnel. I strongly feel that it is not desirable 
paid trade association executives to attend such meetings even as obser\,: 
Recognizing that such officials can be extremeiy valuable sources of informat 
1 feel that their presence at industry advisory committee meetings present 
ficulties clearly demonstrated under the War Production Board. These dif 
ties would be magnified if paid executives of trade associations served 
secretaries or counsel. 

Ideally, an industry advisory committee is a representative group of operating 
men from a particular industry, who come together under Government spons 
ship, not to advance their own interests, but with the primary object of helping 
the Government to do a better job. This ideal cannot be perfectly achiever 
but our experience has been that, with some guidance, it can be approximat: 
That is why in conducting committee meetings every ¢ffort has been made 
impress upon the committee members their individual responsibility, as citizens 
having special knowledge and experience, to give their Government the benetit 
of their knowledge, their experience, and, above all, their judgment. They are 
not asked to compromise their views; they are not asked to develop an 
dustry program”; in the ordinary case, do not even have propositions sub- 
mitted to them to vote upon. Each of them is an adviser to the Government, 
and by considering his advice and discussing it frankly with him, and by watching 
the interplay of opinion between the members of the committee, the Governme 
representatives are better able to reach sound conclusions. 

I am also glad to have the opportunity to discuss the subject of accelerated 
amortization with this committee. 

As Administrator of NPA, I have been responsible for reviewing and recom 
mending to DPA the actions which should be taken with respect to expansions 
in the areas under NPA jurisdiction. While IT am prepared to discuss what 
NPA has done I am not, af the moment, qualified to discuss in detail the work 
of the other delegate agencies, nor the work of DPA on certificates of necessity 

[ can, however, give you a broad perspective of the kind of situation in which 
we have had to operate and the magnitude of the task which has been faced 

If we were not at war, and time were no object, here are some of the things 
we should do before acting on a single certificate of necessity. 

We should have a complete statement of military, industrial, consumer, and 
export requirements. I should like to remind you of the vast amount of work 
and, therefore, the delays involved, in determining such requirements. 

In the case of military requirements, for example, the strategic plans of 
Joint Chiefs of Staff must be translated into the actual numbers of differ: 
end products needed to equip and service the forces required to carry out the 
particular plans. And, of course, hundreds of thousands of different products 
are necessary to carry out the strategic plans. Production of all these items 
must be scheduled so that the right quantities of the right things become ava 
able at the right time and at the right places, 

This means also that production of the components going into these end pr 
ucts must be scheduled to the same degree. For example, in the case of tanks, 
some of the components take much longer to produce than others, To mak 
the most effective use of our resources, each of the components should reach the 
tunk assembly plant at about the right time—not too early or toe late. Accord 
ingly, the steps involved in producing the guns, engines, instruments, armor plate 
and other components of the tank must be identified so as to establish spec 
delivery schedules. 

Having done this the end products and components must be translated 
their material content so that the specific quantities of steel, copper, aluminuin 
tin, lead, zine, ete., Which must be available quarter by quarter can be ascet 
tained. This in itself is a tremendous job. 

And, of course, a somewhat similar technique must be used to determine 1! 
amounts of materials needed quarter by quarter to provide for industrial, co! 
sumer, and export requirements. 

It is only after all this has been done that these requirements can he added 
together to obtain totals to compare with estimates of the supplies which w 
be available for satisfying requirements. 
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When the degree to which requirements exceed supplies has been determined 
decisions must then be made of the extent to which and way in which require- 
ments can be reduced by conservation, elimination of waste, substitution of less 
scarce materials and by curtailment of less essential uses. 

Making these kinds of decisions and the complementing decisions of how 
much industrial expansion can and should be authorized involves answering a 
ole set of additional questions, most of which require the collection and an 
sis of a Vast amount of other information. 
ror example: To what extent can existing manufacturing capacity be con- 
verted to specialized military production? To what extent can imports be in- 
creased? How much steel, copper, aluminum, and other materials does it take 
mostruct given quantities of capacity for the production of steel, copper, 
imminum, metal working factories, chemical plants, and the like? When the 
ities are constructed will there be adequate materials and manpower with 
h to operate them? 
have given you some of the more important questions—but only a few 
ch should be considered before a decision can be reached as to how much the 
ty of each and every industry can and should be expanded by a given 


w! 
al 


There is then the problem of acting upon applications received. Should the 
agency act on applications received from part of an industry, say 50 percent, 
before the other companies have made up their corporate minds as to whether or 
not they wish to expand, and how much? We had the conviction that most of 
the companies who wished to expand ought to be able to make their decisions in 
a couple of months, and that in most cases it ought not to take 9 or 12 moentlis 
after Korea to make such decisions. Accordingly, we started to act on applica- 
tions as quickly as the seriousness of the emergency seemed to warrant and as 
soon as our limited information permitted. 

You will appreciate, lam sure, that even with a large, well-trained, and experi- 
enced organization it would be impossible to complete satisfactorily within a 
few months a job as vast and as complicated as this one. And certainly it could 
not be done by an organization which, because of the grave emergency existing, 
was expected to start making decisions about as soon as General Harrison was 
called down here to set it up. 

I, therefore, want to make it clear—crystal clear—that we have, of necessity, 
had to make many of our decisions before instead of after the facts became 
available. I am sure we have made some mistakes. But they are small ones 
compared with the serious ones which would have been involved if we had waited 
until we could develop a “master plan.” 

We still do not have nearly as much information as we would like to have to 
make our decisions. But we have made good progress and will continue to do 

I do hope you will realize, however, and I feel confident you will, that we 
can never do a perfect job—that there will always be present the opportunity 
and justification for criticism. 

Phis is the background, in general terms. It should help you to evaluate some 

he answers which I shall attempt to make to your specific questions, 

but before that I want to clear up the apparent conflict introduced in t! 
estimony before your committee on June 28 and 29, probably because of a quota- 

nh somewhat out of context of a portion of the testimony which I gave before 

Joint Committee on Defense Production on March 19, 1951. 

In that hearing, in response to questions regarding certificates of necessities 
ssied to steel companies, I said, “I will try to explain it, and let me continue 
with steel for a minute. 

Now, the past history of steel is such as to discourage the steel companies 

intarily to make an expansion, because it is either a feast or a famine, either 
ail-out steel consumption or it slumps away down and they have excess capacity. 

Generally speaking, most steel companies, and particularly the small com- 

ies, Were unwilling to expand without incentive of something like this depre- 

tion allowance because of the fact that they feared if a peace were reached 
vy, 2 years with the Russians, there would then be the relapse to the normal 
cousninption of steel and there would be 15 or 20 percent excess capacity. Now, 
rder to stimulate the additional capacity which was needed in order to main- 
the American standards of living, it was thought you had to have an addi- 
15 or 20 percent capacity ; and it was thought that Congress had in mind 
this tax statute should be used for exactly that purpose. That could be 
ng in policy, but I assure you it was an honest decision as to congressional 

in the matter. 


ie? 
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“Now as to why the big ones generally have it instead of the small ones 
is purely due to one single factor. The big companies, due to the great advan: 


in engineering and know-how that they had, were, as far as time was concer: 


the first ones to come in to apply for amortization. It was obviously in 
interests of the war effort if you were going to use the amortization si 
this way, to go ahead and process these as they came in. 

“What we did do was have an over-all look at the supply-demand pictu; 
steel and in these other commodities. If it was then determined that ther 
deficit of supply as compared to demand, the facility was declared eligil| 
amortization, and the percentage of it was fixed as coming within the s! 
Now the fact that that seems to be weighted in favor of the big ones is sin 
reflection of the fact that the big ones, by and large, came in first.” 

You will observe that this part of my discussion had to do with steel comp 
and only steel companies. 

Mr. Woodside, Director of the Tax Amortization Division of DPA, who apy 
before your committee on June 2S and 29 had his attention called severa! 1 
by your counsel, to only one paragraph of my remarks. These remarks ap 
only to the steel industry as the testimony shows. 

It is not clear to me and probably not clear to the committee whether Mr. \ 
side understood that I was addressing my remarks only to the certifi 
covering steel or whether by reason of the failure to quote this paragraph 
full context he assumed I had made a statement applying generaliy 
certificates 

In any event, the facts are as follows: At the time the first certificat 
necessity for the steel industry were applied for, we had slightly more 


100 million tons of ingot capacity. Our preliminary estimation of requirements 


showed a need for capacity in 1953 of something in excess of 113 million tons 


just how much more we were then uncertain. The need for additional cap 
as estimated by some Government offices at that time ranged up to 120 and 
million ingot tons. 

As you doubtless know, the 12 largest ingot producers own 88 percent of 


the 


steel ingot capacity and roughly 92 percent is owned by the 26 largest Companies 


Aitogether, there are S82 ingot producers but only 19 integrated producers 
the S2 companies, quite a few are small specialty shops or captive steel furn 
of industrial companies. 


At the time we acted on the first applications, we were thinking in terms of 


expansion in excess of 15 million tons to cost in excess of a billion do 


depending upon the extent to which construction was to be entirely new p! 


and the extent to which it was merely additions to or improvements in exis 
plants. There was, therefore, no question in our minds that if we were t: 
the expansion needed a very large part of it would have to be provided by 
larger companies. Accordingly we had no hesitation in approving them 

first-in first-out basis. The wisdom of our decision is, I think, reflected by 
fact that we should be in good shape on many steel items by the middle of 

and in excellent shape by the middle of 1953. 

Generally speaking, the larger companies in any industry, for a varie 
reasons, are able to act more promptly than the smaller ones on decisions 
whether or not to expand plant. To the extent they acted promptly, in app 
for certificates and also to the extent that the smaller companies acted prom 
we acted likewise. 

This concludes my formal statement. I should be happy now to try to an 
any of your questions to the extent that they relate to operations of NPA 


The Cuamman. The subcommittee will now adjourn and reconv: 
tomorrow night at 8 o'clock. We shall hear Mr. DiSalle, head of | 
Office of Price Stabilization. 

(Whereupon, at 10:45 p.m., a recess was taken until 8 o’clock p 
Tuesday, July 17, 1951.) 


’ 
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TUESDAY, JULY 17, 1951 


Hovsrt or REPRESENTATIVES, 
SpecriaAL SUBCOMMITTEE ON THE Stupy of Monoro.y 
Power oF THE COMMITTEE ON THE JUDICIARY, 
Washington, i 7. 

The special subcommittee met, pursuant to call, at 8 p. m., in room 
246. Old House Office Building, Hon. Emanuel Celler (chairman) 
presiding. 

Present : Representatives Celler (chairman), Bryson, Lane, Wilson, 
Willis. Rodino, Keating, McCulloch, Goodwin, and Hillings. 

Also wage Ek. Ernest Golds tein, general counsel to the subcom- 
_ e; John Paul Stevens, associate counsel, representing the minor- 
ity: War ray Bernhardt, administrative counsel ; Je rrold L. Walden, 
assistant counsel: John F. Woog, assistant counsel; and Eileen R. 
Browne, clerk. 

fhe Cuamman. The subcommittee will come to order. Our witness 
is the distinguished Administrator of the Office of Price Stabiliza- 
tion, Mr. Michael DiSalle. Mr. DiSalle, it is customary to swear 
the witness. Do you mind raising your right hand, please. Do you 
solemnly swear to tell the truth, the whole truth, and nothing but the 
truth, so help vou God ? 

Mr. DiSauue. I do. 

The Ciramman. Will you please give your name and your affilia 

on to the stenographer. 


TESTIMONY OF MICHAEL V. DiSALLE, DIRECTOR, OFFICE OF PRICE 
STABILIZATION 


Mr, DiSatte. My name is Michael V. DiSalle, Director of the Office 
f Price Stabilization. 

The Cramman. At the outset I shall have placed in the record 
excerpts from minutes kept by the industry advisory committees of 
he Office of Price Stabilization, which minutes were submitted to us 

your office and reflect various activities of industry advisory 
nmittees, ; 
— Mr. Hiturnes. Mr, DiSalle, could we have a little bit about your 
background ? About all I know about you is that before you took 
s position in Washington you were active in politics in Toledo, 
- o. Will you tell us ali ttle about your background / 
 DiSauie. Yes. 

" ain a practicing attorney by profession, a member of the law firm 

of Di on Green & Haddad in Toledo, Ohio. I had my legal educa- 
Toledo University, educated in Toledo public and parochial 


ido 
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schools; and shortly after I got back to Toledo, after completin, 
legal education at Georgetown University, I began practicing 

‘I was elected to the State legislature in 1936, where I served a 
Democratic whip with Bill MeCulloch, who was the “Nod 
minority floor leader at that time. Then I was elected to ser 
assistant law director of the city of Toledo, elected to city co 
twice elected mayor. I served two terms, was serving my second | 
as mayor when I was asked to come down and take this job as Di: 
of the Office of Price Stabilization. I am married and hay 
children. 

Mr. Goupsrerx. Mr. DiSalle, I wonder if we could start our « 
tioning this evening by directing our attention to section TUS o 
Defense Production Act, which relates to the handling of vol 
agreements, those that may be within the prohibition of ant 
laws being referred to the Attorney General and the Federal ‘| 
Commission for approval in order to exempt those agreeing fron 
operation of the antitrust laws. Now, sir, for the purpose of 
vround 

The Cramman. Let me ask this: Do you have a prepared state 
Mr. DiSalle ? 

Mr. DiSauue. No. I have some notes on the various questions 
vere asked about in the subcommittee’s letter. 

Mr. Goupsrein. Is it correct, Mr. DiSalle, that on December 
1950, ESA announced certain pricing standards to which it request 
industry adherence in order to avoid imposition of mandatory ) 
control ? 

Mr. DiSauie. That is right, December 1950 we described ceria 
voluntary standards, And we asked manufacturers at that tiny 
hold the price level as of December 1, 1950. 

Mr. Goupsrern. In other words, would it be fair to say that 
request was that industry should voluntarily withhold price incre: 
which did not conform to the published standards of ESA? 

Mr. DiSauie. That is right. 

Mr. GoLpsTerN. Now, on December 20 was a telegram sent by los\ 
to 250 selec ted major business firms requesting that ESA receive 7 
days’ notice prior to any price increases in major lines of 
corporations 2 

Mr. DiSauie. Yes. I have a copy of that telegram if you 
like to have me read it. 

Mr. Goupsrer. All right, sir. 

Mr. DiSauitr. On December 20, 1950, the Administrator of 
Economic Stabilization Agency sent the following telegram to 
proximately 250 companies: 

In order to help our efforts to combat inflation, we request that you ad\ 
this Agency at least 7 days before announcing any price increase covering 
standard production items on which your annual volume is more than $0(* 
We are making this request of a selected number of companies in imy 
price areas and count upon your cooperation. Receipt of this informati 
us does not imply approval or disapproval of such increases. 

Mr. Goupsrern. Now sir, would it be fair to say that this \ 
voluntary request that certain companies notify your agency 
putting into effect price increases 4 

Mr. DiSatur. That is right. 
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Mr. Gotpstern. Mr. Chairman, will you accept for the record, sir, 
the telegram plus a listing supplied to us by the Office of Price Sta- 
bilization of the approximately 2 150 addressees of this telegram ? 

The Cuairman. That will be accepted for the record. 

(The documents above referred follow :) 


Exutrsir No. S8—-A 


OFFICE OF THE ADMINISTRATOR, 
ECONOMIC STABILIZATION AGENCY, 
Washington, D. C., December 20, 1950 


{Telegram to attached list] 


In order to help our efforts to combat inflation, we request that you advise 
Agency at least 7 days before announcing any price increase covering any 
idard production items on which your annual volume is more than 500,000, 
ure making this request of a selected number of companies in important 
I areas and count upon your cooperation. Receipt of this information by us 
joes not imply approval or disapproval of such increases. 
ALAN VALENTINE, Administrator 


Exutpir No. 83-B 
Listing of companies who received telegram of December 20, asking to notify 
ESA 7 days prior to prospective price increases : 


AGRICULTURAL MACHINERY AND TRACTORS 


lis-Chalmers Manufacturing Co. International Harvester Co. 
. Case Co, Minneapolis-Moline Power Inplemen 
erpillar Tractor C Co. 

were & Co The Oliver Corp 


BREWERIES 


nheuser-Busch, Ine. Falstaff Brewing Corp 
bst Brewing Co. Jos. Schlitz Brewing Co. 


llantine & Son 


BUILDING MATERIALS 


American Radiator & Standard Sani- Johns-Manville Corp. 
Corp. Lone Star Cement Corp 
Babcock & Wilcox Co. National Gypsum Co 
rier Corp. (tis klevator Co 
ex Corp Pittsburgh Plate Glass Co 
Teed Products Corp. Ruberoid Co. 
United States Gypsum Co 
‘ Yale & Towne Manufacturi 
Walker Refractories Co. York Corp 


CARPETS, RUGS, AND OTHER FLOOR COVER 


rong Cork Lees & Sons Co 
w-Santord Carpet Co., Ine. Mohawk Carpet Mills 
eum-Nairn, Ine. Smith & Sons Carpet C 


AND FERTILIZERS 


eduction Co., Ine General Aniline & Fil 

| Chemical «& Dye Corp Hercules Powder Co, 
an Cyanamid Co, interchemical Corp 

md Alkali Co, International Minerals 
hemical Co Corp 

lu Pont de Nemours & Co. Koppers Co., Ine 

Corp Liquid Carbonie Corp. 
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CHEMICALS AND FERTILIZERS—continued 


Monsanto Chemical Co. 
Chas. Pfizer & Co. 
Publicker Industries, Ine. 


Glenmore Distilleries Co. 

National Distilleries Produc 

A. D. Schulte, president, P: 
ford, Inc., New York, N. 


Union Carbide & Carbon Corp. 
United States Industrial Chemicals, Inc 
Virginia-Carolina Chemical Co. 


DISTILLERS 


Schenley Industries, Ine. 
ts Corp. Joseph E. Seagram & Sons, Ine. 
irk & Til- 

Y. (name 


changed to Park & Tilford Distillers 


Corp.) 


DRUGS, MEDICINES, COSMETICS, 


Abbott Laboratories 
American Home Products Ce 
Colgate-Palmolive-Peet Co. 
Eli Lilly & Co. 

Lever Bros., Ine. 

Merck & Co., Ine. 


ELECTRICAL 


Electric Storage Battery Co. 
General Electric Co. 


Joslyn Manufacturing & Sup 
Minneapolis-Honeywell Regulator Co. 


Aveo Manufacturing Corp. 


sjendix Home Appliances, Inc. 


Electrolux Corp. 
International Silver Co. 


Drown Shoe Co. 
Endicott Johnson Corp. 


MISCELLANEOUS MANUFACTURING 


American Can Co. 

Anchor Hocking Glass Corp. 
Continental Can Co., Ine. 
Corning Glass Works 
Crown Cork & Seal Co., Ine. 
Gillette Safety Razor Co. 


NONMET! 


Texas Gulf Sulphur Co. 


Burroughs Adding Machine ¢ 
National Cash Register Co. 
Remington Rand, Ine. 


PAINTS, 


W.P. Fuller & Co. 


Champion Paper & Fibre Co. 
Container Corp. of Americ: 
Crown Zellerbach Corp. 
Fibreboard Products, Ine. 
Gaylord Container Corp. 
International Paper Co, 
Kimberly-Clark Corp. 
Marathon Corp. 





AND SOAPS 


Parke, Davis & Co. 
Procter & Gamble Co. 
Squibb & Sons. 
Sterling Irug, Inc. 
The Upjohn Co. 


, 


SUPPLIES AND EQUIPMENT 


National Battery Co. (Gould-National 
Batteries, Inc.) 

Wagner Electric Corp. 

Westinghouse Electrie Corp. 


ply Co. 


HOUSEHOLD MACHINERY 

The Maytag Co. 

Seeger Refrigerator Co. 
Servel, Ine. 


LEATHER 


General Shoe Corp. 
International Shoe Co. 


a tne hed ie eee 


INDUSTRIES 


Hazel-Atlas Glass Co. 

Minnesota Mining & Manufacturing Co 
Owens-Illinois Glass Co, 

John A. Roebling’s ‘Sons Co. 

Sperry Corp. 

The Stanley Works 


ALLIC MINING, QUARRYING, ETC, 


OFFICE MACHINES 
Royal Typewriter Co., Ine. 
Underwood Corp. 


‘oO. 


ee en 


VARNISIIES, AND VEGETABLE OILS 


National Lead Co, 
PAPER 


The Mead Corp. 

Minnesota & Ontario Paper Co. 
Ravyonier, Ine. 

St. Regis Paper Co. 

Scott Paper Co. 

Union Bag & Paper Corp. 
West Virginia Pulp & Paper Co. 
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RUBBER 


filrestone Tire & Rubber Co. Goodyear Tire & Rubber Co, 

General Tire & Rubber Co. Raybestos-Manhattan, Inc. 

i. F. Goodrich Co. United States Rubber Co, 
TOBACCO 


\merican Tobacco Co. P. Lorillard Co. 
Brown & Williamson Tobacco Corp. Philip Morris & Co., Ltd., Ine. 
Liggett & Myers Tobacco Co. Reynolds Tobacco Co. 


MOTOR VEHICLES, PARTS AND ACCESSORIES 


Bendix Aviation Corp. Libbey-Owens-Ford Glass Co. 
Borg-Warner Corp. Mack Trucks, Ine. 
Briggs-Manufacturing Co. Midland Steel Products Co. 
rhe Budd Co. Motor Wheel Corp. 

Clark Equipment Co. Murray Corp. of America 
Dana Corp. Standard Steel Spring Co. 
Doehler-Jarvis Corp. A. O. Smith Corp. 

Eaton Manufacturing Co. Stewart-Warner Corp. 
Electric Auto-Lite Co. Thompson Products, Inc. 
Fruehauf Trailer Co. Timken-Detroit Axle Co. 
Houdaille-Hershey Corp. White Motor Co. 
Kelsey-Hayes Corp. 


INDUSTRIAL MACHINERY, TOOLS, PARTS, AND EQUIPMENT 


American Chain & Cable Co., Inc. Hughes Tool Co. 
Blaw-Knox Co. Ingersoll-Rand Co. 
Cc. F. Braun & Co. Joy Manufacturing Co, 
lsueyrus-Erie Co, Link-Belt Co. 
Combustion-Engineering Superheater, National Supply Co. 

Inc. Saco-Lowell Shops 
Continental Motors Corp. Timken Roller Bearing Co. 
Dresser Industries, Ine. United Engineering & Foundry Co. 
Fairbanks, Morse & Co. Worthington Pump & Machinery Corp. 
Food Machinery & Chemical Corp. United Shoe Machinery Corp. 
Foster Wheeler Corp. Worthington Pump & Machinery Corp. 
Grinnell Corp. 

SUGAR 


American Sugar Refining Co. Great Western Sugar Co. 
California & Hawaiian Sugar Refining 
Corp., Ltd. 
TEXTILES 


American Woolen Co. H. Lowenstein & Sons, Ine. 
Bates Manufacturing Co. Pacilic Mills 
Bemis Brothers Bag Co. Reeves Brothers, Inc. 
sjerkshire Fine Spinning Associates Riegel Textile Corp. 
Botany Mills J.P. Stevens & Co., Inc. 
Burlington Mills Corp. Textron, Ine. 
Cannon Mills Corp. United Merchants & Manufacturers, 
Cone Mills Corp. Ine. 
Dan River Mills, Ine. West Point Manufacturing Co. 
\. 0. Juilliard & Co. 

GRAIN, MILL, AND BAKERY PRODUCTS 


Continental Baking Co. Pillsbury Mills, Ine. 
General Baking Co. Sunshine Biscuits, Purity Bakeries Corp. 
Ine, Quaker Oats Co. 
General Mills, Ine. Ralston Purina Co. 
Kellogg Co. United Biscuit Co. of America 
National Biscuit Co. Ward Baking Co. 
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MISCELLANEOUS Foops 


Beech-Nut Packing Co. Lamon, Corliss & Co. 

Best Foods, Ine. Mills Brothers Co. 

Campbell Soup Co. The Nestle Co. 

Corn Products Refining Co. A. E. Staley Manufacturing Co. 
yeneral Foods Corp. Standard Brands, Inc. 

Hershey Chocolate Corp. Wesson Oil & Snowdrift Co., Ine. 


CANNING AND PRESERVING 


California Packing Corp. Libby, McNeill & Libby 
H. J. Heinz Co. Stokeley-Van Camp, Inc. 


Mr. Goupstrrn. Now sir, on January 5, 1951, did ESA discuss 
the matter of voluntary price maintenance with members of the 
iron and steel industry ? 

Mr. DrSatie. What date was that? 

Mr. Gotpsrern. January 5, sir, leading up to the January 15 act 

Mr. DiSauie. Yes: during approximately that period, I do not 
remember the exact date. We had a series of meetings at that time 
with many of the basic commodity industries to discuss the possibility 
of voluntary price agreements, 

Mr. Goupsterx. Now at this meeting, of approximately January 
was it recommended that there be issued to each firm in the iron and 
steel industry a request for voluntary cooperation ? 

Mr. DiSauir. Yes. 

Mr. Goupsrrix. And subsequently did you send 200 letters to com- 
panies producing about 95 percent of all steel products requesting 
that such companies not increase prices above those prices prevailing 
on January 15 without first giving notice to OPS? 

Mr. DiSatir. That is correct. 

Mr. Goipstrern. Now that, sir, is reflected in a letter of January 
which I would like to have accepted forthe record, 

The CHaiman. Accepted. 

(The document above referred to follows:) 


Exnuisit No. 84 


Economic STABILIZATION AGENCY. 
Washington, D. C.. January 15, 1951 
GENTLEMEN: As Eeonomie Stabilization Administrator I have been entrusted 
with the responsibility for preventing inflationary price spirals. The voluntary 
cooperation of your industry in preventing these spirals was discussed at 
meeting, on January 5, 1951, with members of vour industry, representing abx 
90 percent of the total production. At this meeting it was recommended 
that there be issued to each member of the industry an immediate request for 
this voluntary cooperation. Acting pursuant to sections 402 and TOS of the 
Defense Production Act of 1950, I hereby request that you make no increuse 
in the price of the following materials over the price in effect on the date of 
the issuance of this letter without first giving this Agency notice, 20 days 
in advance of the effective date of such increase. The materials referred 
herein are 
1. The following carbon, stainless, and other alloy steel products: 

Ingots, blooms, billets, slab tube rounds, die blocks, sheet and tin bars 

“Structural shapes and piling 

Pilates (universal and sheared) including skelp 

Rails and truck accessories 

Hot rolled bars—except concrete reinforcing bars but including forged 

galvanized and wrought iron bars 
Concrete reinforcing bars (unfabricated) 
Cold finished bars 
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Sheet and strip, hot rolled 

Sheet and strip, cold reduced 

Tin mill black plates, tin plate and terne plate 
Sheets and strip, all other 

Welded tubing 

Seamless tubing 

Tool steel, including drill rod 

Wire rope and strand 

2. The following carbon and alloy steel products : 

Standard and line pipe, water well tubular products, and couplings: 
cludes steel and wrought iron pipe) 

Oil country casing, tubing, drill pipe and couplings 

Galvanized, lead coated, or painted sheet and strip (including galvanized 
flat sheets purchased for the manufacture of roofing and siding) formed 
roofing and siding (painted, black, galvanized or lead coated) valley, 
ridge roll and flashing, prime scheduled rolling only 

Nails (cut and wire), fence and netting staples 

Wire, drawn 

Wire bale ties 

Wire (barbed and twisted) and wire fence (woven or welded) 

Wire netting 

Fence posts 

Welded wire concrete reinforcing mesh 

The “price in effect” means the highest price for the same material sold by 
you during the period of 1 month immediately preceding the date of this letter 
or, if the material was not sold during that period, then the last price at which 
the material was offered for sale during that period. 

I request that in determining the “price in effect’ you do not change your 
customary business practices (such as price differentials for different Classes of 
purchasers, customary allowances, terms or conditions of sale and other settled 
business practices) in such a way as to increase the net return to you. 

Copies of this request have been furnished to the Attorney General and to the 
Chairman of the Federal Trade Commission. IT have consulted with the Attorney 
General and with the Chairman of the Federal Trade Commission and have 
obtained the approval of the Attorney General to this request. 

This request is being sent to every konwn member of your industry and 

Iwill appreciate your signing a copy of this letter and returning it to me 
at your earliest convenience as an indication that you join in this voluntary 
action of your industry. A duplicate copy is enclosed for your files, 

Very truly yours, 


(in- 


ALAN VALENTINE, 
Economic Stabilization Administrator. 
Micuarn V. DISair. 
Director of Price Stabilization. 

Mr. Goupsterx. Now this agreement between the agency and the 
steel producers was formally issued after consultation with the At- 
tornev General and the Chairman of the Federal Trade Commission, 
was it not? 

Mr. DiSatie. That is right. 

Mr. Gotpstrinx. And it received the approval of the Attorney Gen- 
eral in accordance with section TOS, is that correct ? 

Mr. DiSauuir. That is right. 

Mr. Goupstetn. And thereafter was published in the Federal Reg- 
ister, is that correct ? 

Mr. DiSatre. That is correct. 

Mr. Gotpstrix. Mr. Chairman, I would like to have accepted for 
the record the ESA press release and notice appearing in the Federal 
Register reflecting this voluntary agreement. 

The Cnairman. That will be accepted. 
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(The documents above referred to follow: ) 


Exuipir No. 85-A 
ECONOMIC STABILIZATION AGENCY 


For immediate release, Monday, January 22, 1951. 


The Economic Stabilization Agency announced today that replies of agreen 
are beginning to be received from the iron and steel Companies that were s: 
written requests not to raise their prices above January 15, 1951, levels witlho 
first giving ESA 20 days’ advance notice. 

ESA sent these requests to each of more than 200 iron and steel compan 
last week. General acceptance of them by the industry on a voluntary, compan: 
by-company basis will stabilize iron and steel prices at the January 15 lev: 
ESA said. 

The requests resulted from a meeting of ESA officials with a group of repr 
sentatives of the iron and steel industry, held January 5, at which problems 
involved in establishing a price stabilization program for the industry were 
cussed. 

ESA cleared these requests with the Attorney General. 

The Agency requested voluntary stabilization of iron and steel prices in eff 
on January 15 remain “until further notice from the Economic Stabilizatior 
Agency and while the Defense Production Act of 1950 is in effect * * *” 

ESA explained that “price in effect’ means the highest price for the san 
material sold by the selling mill during the period of 1 month immediately 
preceding January 15, 1951, or, if the material was not sold during that period, 
then the last price at which the material was offered for sale during that period 

ESA asked selling mills, in determining the price in effect, not to alter cus 
tomary business practices so as to increase net returns to the selling mill. 

The text of the ESA request was published in the Federal Register of Saturday, 
January 20, 1951. 


Exulsir No. 85-B 
{From Federal Register, January 20, 1951] 
ECONOMIC STABILIZATION AGENCY 
IRON AND STEEL MILL INDUSTRY 
REQUEST FOR STABILIZATION OF PRICES 


Pursuant to sections 402 and TOS of the Defense Production Act of 1950 (Put 
Law 774, Sist Congress) and sections 401 and 701 of Executive Order 10161 
(15 F. R. 6105), consultations have been had with representatives of the ir« 
and steel mill industry who have voluntarily agreed to a program of pri: 
stabilization in that industry: the Attorney General and the Chairman of thr 
Federal Trade Commission have been consulted in this matter and the appro 
of the Attorney General has been obtained. The Economie Stabilization A 
ministrator hereby finds that the establishment of such program will be in t! 
public interest as contributing to the national defense. Accordingly, the fo! 
lowing request for the establishment of such program is hereby issued 
published: 

The Economie Stabilization Administrator and the Director of Price Stabiliz 
tion hereby request that, until further notice from the Economic Stabili 
tion Ageney and while the Defense Production Act of 1950 is in effect, the 
members of the iron and steel mill industry make no increase in the price of 
the following materials over the price in effect on January 15, 1951, witho 
first giving notice to the Economic Stabilization Agency twenty days in a 
vance of the effective date of such increase: 

1. The following carbon, stainless and other alloy steel products : 

Ingots, blooms, billets, slab tube rounds, die blocks, sheet and tin bar 
Structural shapes and piling. 

Plates (universal and sheared) including skelp. 

Rails and truck accessories. 
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Hot rolled bars—except concrete reinforcing bars but including forged, 
galvanized, and wrought iron bars. 

Concrete reinforcing bars (unfabricated). 

Cold finished bars. 

Sheet and strip, hot rolled. 

Sheet and strip, cold reduced. 

Tin mill black plates, tin plate and terne plate. 

Sheets and strip, all other. 

Welded tubing. 

Seamless tubing. 

Tool steel, including drill rod. 

Wire rope and strand. 

2. The following carbon and alloy steel products: Standard and line 
pipe, Water well tubular products, and couplings (includes steel and wrought 
iron pipe): 

Oil country casing, tubing, drill pipe, and couplings. 

Galvanized, lead coated, or painted sheet and strip (including galvanized 
flat sheets purchased for the manufacture of roofing and siding) formed 
roofing and siding (painted, black, galvanized, or lead coated) valley, ridge 
roll, and flashing, prime scheduled rolling only. 

Nails (cut and wire), fence and netting staples. 

Wire, drawn. 

Wire bale ties. 

Wire (barbed and twisted) and wire fence (woven or welded). 

Wire netting. 

Fence posts. 

Welded wire concrete reinforcing mesh. 

The price in effect means the highest price for the same material sold by the 
selling mill during the period of one month immediately preceding January 
1), 1951, or if the material was not sold during that period, then the last 
price at which the material was offered for sale during that period. 

In determining the price in effect, the selling mill is requested not to change 
its customary business practices (such as price differentials for different classes 
of purchasers, customary allowances, terms and conditions of sale, and other 
settled business practices) in such a way as to increase the net return to the 
selling mill. 

ALAN VALENTINE, 
Economic Stabilization Administrator 
MicHarert V. DISacwe, 
Director of Price Stabilization 


[F. R. Doe. 51-1135; Filed, Jan. 19, 1951; 11:39 a. m.] 


Mr. Gotpsrein. Would you explain to the subcommittee why it was 
that this January 15th agreement, that the steel producers would not 
raise their prices without informing OPS 20 days prior to such a 
raising, was cleared with the Attorney General, and the December 
20th request to the 250 selected companies was not presented to the 
Attorney General for his review ? 

Mr. DiSattr. The agreement with the steel industry was the only 
voluntary agreement reduced to writing. The others were not firm 
agreements but were in the nature of voluntary appeals. There was 
io agreement arrived at between OPS and the industries involved. 

Mr. Gotpstrin. Is the writing the significant part, sir? 

Mr. DiSauzie. That is right to some extent. 

Mr. Goipstern. In that connection, I would like to have your com- 
ment on a statement by Sam Ewing who is Chief of vour Metals 
Branch, in referring to other agreements relating to prices. This 
statement, I believe, was made before the Mining Subcommittee of 
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the House Committee on Interior and Insular Affairs.” The stat 
ment reads as follows: 

In the case of copper, lead, zinc and several other metals, leading domes 
producers and sellers agreed orally to maintain prices at the level prevailing in 
December and January. 

And in this connection, sir, I would ~ to show you and subn 
for the record a memorandum dated June 13, 1951, from Sam Ewi) 
to Anna H. Monat relating to voluntary pricing agreements for metals, 
which your oflice kindly sent to our Subcommittee at the chairma: 
request. 

This memorandum, which Mr. Walden will hand you, states in part 
that: 

As for the verbal voluntary pricing agreements on the three nonferrous met 
these were all secured at industry group meetings held at OVS, as follows: 

Primary copper, by the primary copper producers on January 3, 1951. 

Primary lead, by the primary lead producers on January 4, 1951. 

Primary zine, by the primary zine producers on January 4, 1951. 

Is that correctly reflected by the memorandum, sir? 

Mr. DrSauie. That is right. 

Mr. Gorpstetn. I would like to ask if the voluntary agreements 
relating to coppe r, lead, and zine were ever approved by the Attorney 
General or whether there was consultation with the Attorney Genera] 
and the Chairman of the Federal Trade Commission before enter- 
ing into such agreements / 

Mr. DiSatie. Not to my knowledge, but I would like to distinguish 
between the agreement with the steel people and these agreements. 
There was nothing binding on these people to maintain any prices of 
any kind.°8 

As I remember those meetings—that was sometime ago—a request 
was made to the industry to maintain the present price levels or the 
levels existing at that time. There was nothing binding on those 
companies. There would be nothing to prevent them the next day or 
the week after from increasing prices if they so desired. 

Mr. Goupsrer. Sir, does that then fall in'line with your interpreta- 
tion of section 708% In other words, only agreements in writing would 
be within the purview of the Attorney General’s—— 

Mr. DrSatie. That would be one interpretation. 

Mr. Kearinea. I think he goes further than that. He thinks they 
must be agreements. This letter of December was just a letter to the 
steel producers. It was not in the n: iture of an agreement until they 
answered it and said, “We agree with it.’ 

Mr. DiSauir. T hat is right. 

Mr. Kearine. I am afraid that the witness is being unintentionally 
misled by the counsel’s question. I gather that his real distinction is 
not whether it is in writing or orally but the fact that it is an agree 
ment. 

Mr. DiSatie. Whether it is an agreement or an appeal for voluntary 
action. 

Mr. Katine. Yes, exactly. 

Mr. Bryson. Or an intention to negotiate. 


Hearings before House Committee on Interior and Insular Affairs, April 5, 1951 
See letter August 11, 1951, from Mr. DiSalle, appendix, infra, p. 1033 
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Mr. Goupsterx. In other words, sir, the memorandum which has 
been handed to you is improper in that it refers to agreements that 
should be merely designated appeals. Is that your contention ? 

Mr. DiSauie. That is my understanding of what the situation was 
at that time. 

Mr. Gotpsterx. Well, sir, I would like to submit for the record a 
press release dated January 5, 1951, ESA-GPR-37. Mr. Walden, 
show that to Mr. DiSalle. This release, sir, in part—and I will not 
burden you by reading it in full—states that there was a meeting 
between the Economic Stabilization Agency and the representatives 
of the copper industry to discuss the problems of stabilizing the pro- 
gram for the industry, and it later goes on to say: 

After a full discussion, the consensus of the meeting was that no action should 
be taken in the matter of placing ceiling prices on primary copper, since the 
price of this material is stable at present. The Administrator concurred in 
this recommendation upon assurances from members of the industry that they 
yould not advance their prices without first notifying the ESA of any such 
action should it be contemplated at any future time. 

Doesn't that, sir, in essence, represent the essential features of assur- 
ance that, on the part of the copper industry, in return for an agree- 
ment by OPS not to place controls on essential elements of the—— 

Mr. DiSatxie. I would say that there was nothing binding on the 
people there or binding on the industry to hold any price as result 
of this promise on their part. 

Mr. Gotpsrern, Sir, I wonder if it would clarify if I read again 
nto the .ecord the statement made before the subcommittee on June 
11 by the Assistant Attorney General in charge of the Antitrust 
Division, Mr. H. Graham Morison, I asked the following question 
of Mr. Morison: 

If it should come out in the testimony that there were and are voluntary 

reeInents lixing prices or allocating materials that have been entered into by 
efense agencies With various producers without the issuance of orders or 
regulations by the agency involved, and without consultation with the Attorney 
General, would you consider this a violation of section TOS? 

Mr. Morison replied: “I certainly would, 

You interpret his statement, I take it, that it is only a written 
iwreement that would be involved 4 

Mr. DiSauie. Or an agreement. 

Mr. Goutpsrern. An agreement ? 

The CuarrmMan. It could be oral. 

Mir. DiSause. That is right. I think that Mr. Morison either at 
that time or shortly before that was acting in the capacity of adviser 
to ESA. Before we had any legal staff there, we borrowed some 
people from the Department of Justice, and I think Mr. Morison 
was there at the time. 

Mr. McCuttocn. These actions were all of a temporary nature 
were they not /—until you could get going down there in accordance 
with the letter and the spir it of the law. 

Mr. DiSauvie. That is right. 

Phe Cuarman, All in all, it was at the inception of ESA; is that 
true ? 

Mr. Goupsrern. The ‘Vv Were, On the other hand, conte mporaneou 
with the steel agreement which was cleared with the Attorne y ae 

ralat exae ‘thy the same time. 
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Mr. DiSauie. That is right, but the steel agreement, as I said, was 
an agreement entered into at the meeting of the advisory committee, 
and letters were sent out formalizing that agreement. 

Mr. Goupstrern. Now, sir, in regard to the steel agreement, was t! 
not discussed with the Attorney General prior to the time that 
letter of request was sent out ? 

Mr. DitSaurr. I would not be certain of that, but I think it was 
I think on the letter itself there is some notice that the Attorney G: 
eral had approved the letter. 

Mr. Govpstei1n. Let me ask this. Would you say that an agreeme 
could be entered into by an exchange of telegrams as distinguishe| 
from a writing of —— 

Mr. DiSauue. Yes; I would think so. 

Mr. Gotpstern. In that respect I would like to read the press releas\ 
of ESA dated December 1. 1950, in which it announces that M) 
DiSalle had requested the Association of American Railroads 
American Short Line Railroad Association to transmit a ceria 
message to their members. I would like to read the telegram in f 
if I may, Mr. Chairman: 

Will you immediately transmit the following message to all members of your 
association: The Economic Stabilization Agency requests that railroads in 
dividually hold in abeyance the awarding of any ferrous-scrap contracts after 
December 21, 1950, until such time as the seller shall give the ESA, Washingt: 
PD. C., at least 7 days’ notice of the grades and prices of each contemplated 
award. We request that each company advise ESA by wire its assurance thar 
this request will be honored pending the completion of a price analysis. 

Now, sir, my question is: In the event you were to receive tele- 
graphic assurances, would that constitute such an agreement as you 
feel would be necessary under section 708 ? 

Mr. DiSauur. Yes; I would think so. 

Mr. Gotpstern. And in this case was there a consultation with t! 
Attorney General and the Federal Trade Commission ¢ 

Mr. DiSatxe. I could not tell you. I know that wire was approve: 
by our legal department before it was sent out. 

Mr. McCuuiocn. I should like to make an inquiry. That was 
agreement between the individual carriers and the ESA rather thin 
an agreement between various carriers. Was it not, Mr. DiSalle/ 

Mr. DiSauie. That is right. We sent individual wires out. 

Mr. Goupsrrerin. The wires were sent to the two railroad assoc 
tions ¢ 

Mr. DiSauyie. To be transmitted to the individual members. 

Mr. Goupsrern. So, in that case, working through that procedu 
you feel, would insulate you from section 708 ? 

Mr. DrSaute. I just would not know. 

Mr. Keatine. I do not get this. Mr. DiSalle is not the fellow t! 
is being insulated. Nobody is going after him at least for violatio) 
of the antitrust laws. I do not believe I understand. I may |« 
dense. 

Mr. Gotpstetx. The import of counsel’s question, sir, was with 
the general purview of this subcommittee’s activities in the sense th 
we were concerned with protecting those who participate and ass 
the Government, as industry members, from the chance of runni 
afoul of the antitrust laws. 

Mr. Keatrtnc. That is when they enter into some agreement ; 
it not / 
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Mr. Gorpstr1n. No, sir. Section 708 of the act provides, and I 
will read in part: 

A view to encouraging the making by such persons with the approval of the 
President, of voluntary agreements. 

It speaks of “voluntary agreements.” 

Mr. McCuttocn. With whom, though ? 

Mr. Gotpstrix. Representatives of industry, labor, and so forth. 

Mr. Kearine. It does not mean an agreement with the ESA. It 
means an agreement between the people themselves, I should think, 

Mr. Goutpstrern. The interpretation, sir, as Mr. Morison has pre- 
sented in the various cases which have been formally inserted in the 
Federal Register, represents cases, for instance, of pooling production 
which DPA has made with a group of producers in Omaha, there 
being bilateral action with the agreement between DPA and the pro- 
ducers in Omaha being submitted to him, or in the case of fire-control 
equipment which was previously discussed, I believe, in colloquy 
by 

The Caamrman. Let us read that. 

Mr. Goipsrern. (a) and (b), sir: 

The President is authorized to consult with representatives of industry, busi- 
ness, financing, agriculture, labor, and other interests with a view to encouraging 
the making by such persons with the approval of the President of voluntary 
agreements and programs to further the objectives of this act. 

I take it, sir, that Mr. DiSalle, through Mr. Valentine at that time, 
was standing in the shoes of the President by the delegation of 
authority. 

Mr. DiSatir. That is not correct. There had been no delegation 
of authority. I just want to make this point. I was sworn in on 
December 12. There was no delegation of authority until sometime 
in January, around the middle of January. 

Mr. Goupsterx. Then it would be Mr. Valentine who had the an- 
thority delegated from the President. In other words, a voluntary 
program approved by the President. 

Mr. Keatine. Was there a delegation to Valentine at that time? 
Was he the President for the purpose of this section ? 

Mr. DrSatue. Yes: there had been an Executive order issued dele- 
vating the authority to the Administrator. 

Mr. Goupstrrrn. Section (b) goes on to point out that: 

No act or omission to act pursuant to this Act which occurs while this Act 
s in effect, if requested by the President pursuant to a voluntary agreement 

’ program approved under subsection (a) and found by the President to be 
in the publie interest as contributing to the national defense, shall be construed 
to be within the prohibitions of the antitrust laws or the Federal Trade Comm- 
mission Act of the United States. 

A copy of each such request intended to be within the ceverage of this section 
and any modification or withdrawal thereof shall be furnished the Attorney 
General and the Chairman of the Federal Trade Commission when made, and 

shall be published in the Federal Register unless publication thereof would 

the opinion of the President endanger the national security. 

Mr. Keatina. It is a request for such a voluntary agreement or 
program that is within the coverage of the section. 

Mr. Govpstrin. That is right, a request, sir. 

The CHarrman. What is meant by “a request”? A request for : 
voluntary agreement / 
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Mr. Gotpstern. Yes, sir, for a voluntary agreement approved by 
the President, or someone to whom he has delegated his authority 

Mr. McCutxocn. Voluntary agreement between whom ‘ 

Mr. GoupstErn. Industry representatives, business representative 
financing representatives, whatever segment of our economy ente) 
into a voluntary agreement subject and with the approval of 
President or the person to whom the President has delegated sailor 
ity, sir. 

Mr. McCutiocn. I have not understood any of these transactions 
of which Mr. DiSalle has spoken to be agreements among competitors 
in anindustry. The only agreements of which he has spoken are indi- 
vidual agreements between individual members of industry on the 
one hand and the Government on the other not to change their price 
structure until notice is given; there was no agreement between or 
among industry members themselves. Is that construction of what 
you said substantially correct ? 

Mr. DiSauze. That is right. I would like to point out, in that 
connection, we do not fix or attempt to fix prices. We establish cei 
ings, and there is room beneath those ceilings for the play of com 
petitive prices which may be charged by various companies. 

Mr. Bryson. They may lower the price, or they may fluctuate. 

Mr. DiSatie. That is right. We just establish a maximum. They 
may charge anything under that, and every regulation that is issued 
points that out. 

The Cuatrman. If we enter voluntary agreements, one with the 
other, to set a price under your ceiling, they would be in violation of 
the law—would the y not ?—unless it comes within the four squares 
of section 708 (a) or (b). 

Mr. DiSatir. If they enter into an agreement themselves, but here 
is a case where we say, “Hold the price at this level. You may charge 
no more than this.” We do not tell them what they may charge, and 
certain ceilings will vary. There is not exact uniformity. 

The Cratrman. Have there been any agreements which you know 
of initiated by your organization which committed any members of a 
industry to get ‘together to actu: ally fix the price. regardless of ceiling’ 

Mr. DiSarte. No, there has been none that I know of. 

Mr. Goupstern. But, sir, you did have the approval of the Attorney 
General for the so-called hold-the-line program with the iren i 
dustry. 

Mr. DiSauie. But that was establishing only maximum prices. 
Mr. Goupsteixn. Maximum prices. Now, what was established 
the copper industry, where you had, according to your own press 
release, a meeting together with the copper producers so that ther 
was not an individual request going out, but merely a lack of formelity 

of placing in writing, writing not being mentioned here. 

Mr. DiSautte. We asked them to hold the individual prices as of 
that day. 

Mr. Gotpstrix. In terms of form, then, you also asked them t 
notify you as vou did in the steel request, prior to any changes the 
might make, and in return for that you would not impose your ceiling 
at this time. 

Mr. DrSauie. I do not know that there was any agreement of 
that kind. . 
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Mr. Keatinea. In your prices as of that day, you meant by that, 
each of them would hold their prices as of that day. You did not 
ask them to get together on a single price as of that day! 

Mr. DISace. No, that is right. In fact, on January 26, when we 
issued our general ceiling price regulation 

The CuarmrMan. But that is the same as what you did in the steel. 
In the steel case you thought it would be proper to ask the Attorney 
General, but in the other case, you felt it was not proper. ‘There does 
not seem to be a distinction. 

Mr. DiSatxe. I just do not remember whether the Attorney Gen- 
eral was consulted at that time or not. 

Mr. Goupstern. There was nothing published in the Federal Reg- 
ister regarding copper, was there / 

Mr. DiSauue. Not that I know of. 

Mr. Goupstein. Getting back to your statement that you did not 
think there was any agreeme nt or unde rstandi ng not to im pose ce il- 

gs, referring again to the press release which has been placed in the 
record, I read as follows: 

After a full discussion, the consensus of the meeting 
this isa meeting between ESA and the copper producers— 
was that no action should be taken in the matter of placing ceiling prices on 
primary copper, since the price of this material is stable at present. The Ad 
ministrator concurred in this recommendation upon assurances from the mem 
bers of the industry that they would not advance their prices without first me 
tifving the ESA of any such action should it be contemplated at any time in 
the future, 


Therefore, my question, sir, is, except for the distinction in terms 
of writing ora lack of w riting in the copper case, is there any other 


distinetion between the agreement which was entered into on steel and 
this copper agreement ¢ 

Mr. DiSauve. I just would not be qualified to go into the question 
of whether there is that distinction or not. As I said, these actions 

ere taken before there was any delegation of authority, and when 
you read the “Administrator” in the press release, the Administrator 
vas Allen Valentine at that time—— 

Mr. Goupsrerx. Mr, Chairman, I wonder if I might with your per- 
liission request that we provide a later op portunity for submiss on 
for the record of a statement from Mr. DiSalle’s office on the arenas of 
distinction between the two agreements. 

Mr. Kearine. It isa legal matter, is it not? 

Mr. Goupstetn. Yes. 

Mr. KEeatING. Would Mr. DiSalle be expected to be able to do that 4 
I would think it would be a matter for counsel. 

Mr. Goupstrern. I was thinking of Mr. DiSalle’s counsel inasmuch 
is they thought in one case that the matter was to be referred to the 
\ttorney General and in the other case, not. I might say that our 
onfusion stems a great deal from Mr. Ewing's statement before 
the Hlouse committee which I read before, in which he said: 

In the case of copper, lead, zine, and several other metals, leading domestic 
reducers and sellers agreed orally to maintain prices at the level of Decembe: 

| January. 

Mr. Wiiuis. Let me ask counsel, in the case of steel. do the agree- 
tients involve uniformity of price or that each should hold on to his 
wh price 


SOSH I D1 ser, 1, pt 
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Mr. Gotpstern. I believe the latter case is correct, Mr. Willis. 

Mr. Wiuuis. And that was formalized into a document ? 

Mr. Gotpsrery. That is my understanding from Mr. DiSalle. 

Mr. Wituts. In the other case to request a “hold onto” price, ¢ 
that seek to establish uniform price of each holding on to his price / 
Mr. Goupsre1n. From the record which has been made available 
the subcommittee’s staff, the facts, particularly in copper, we have } 
been able to obtain the full information on lead and zinc, were ident 

cal, except for the writing problem, with the steel agreement. 

Mr. Wituis. Would the section you read from reach a situati 
where the Administrator should ask the industry or each individu 
member of the industry for the time being to hold onto each one’ 
price / 

The CHairman. All the section says is voluntary agreements ai 
programs and refers to the objectives in the act. 

Let me ask you this. Will the gentleman from Louisiana permit 
a question 4 

Mr. Wiis. Yes. 

The CHarrMan. Let us assume that you and I are in the zine bu 
ness, or all the members of this subcommittee are in the zine bus 
ness. One with the other enter into an agreement that we will hold 
onto our prices regardless of OPS, regardless of the Office of Defense 
Mobilization, and so forth. We all agree one with the other to hold 
onto our prices, and not make any changes. Would be be in violation 
of the antitrust laws? 

Mr. Wituis. I can see definitely it could be. 

The Cuamman. [ think we would be in violation of the antitrust 
laws. Now when an agreement is entered into voluntarily that they 
hold onto their prices as of a certain day, I wonder whether or not 
they are also in violation unless they get this clearance that is involved 
in section 708 ? 

Mr. Wins. What I was seeking, Mr. Chairman, was that that there 
may have been a distinction between the two situations. 

The Cuamman. There may be, but I think it ought to be reexamined, 
and if that praetice continues and you ask for clearance from the 
Attorney General in one case and not in the other, I wonder whethe: 
you should not give reconsideration to that matter, Mr. DiSalle / 

Mr. DiSatie. We very quickly left the field of voluntary contro] 
Within 2 or 3 weeks after that we immediately got into mandatory 
controls, 

Mr. McCutsocnu. Are you in the field of voluntary controls in any 
activity in the country now ? 

Mr. DiSauie. No. 

Mr. McCuuiocn. This question then is now more or less academic. 

Mr. DiSauie. That is right. 

Mr. MeCutsocn. And as I understand what you have said up to 
this date, certainly in every case with the exception of the steel matter. 
you were of the opinion that the agreements on the part of indusry 
were with your agency and not one with the other. 

Mr. DiSauie. There is no question about that. 

Mr. Wiis. May I ask just one question more, Mr. DiSalle. Do 
you not feel that perhaps if we had avoided the attempt at voluntary 
control and gone into mandatory controls, we would be better off 
today ¢ 
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Mr. DiSatte. I do not think there is any question about it. I want 
(o call your attention to section 402 (b) (1) of the act which provides 
for compulsory controls only to the extent that the objectives of this 
title cannot be attained by action under subsection (a), which was 
the voluntary contro! provision. 

We felt that under the act we were bound to make the attempt at 
voluntary controls. Of course, I felt that each attempt to arrive at 
. voluntary agreement only stimulated the inflationary pressures. 

Mr. Wituis. I asked that because I was opposed to attempting 
voluntary controls. If we should have controls, we should put teeth 
in them. 

The Cuamman. Mr. DiSalle, in any of these questions you are free 
to give answers at length or give short answers, as you wish. We 
do not want to cut vou off. 

Mr. Goupsrerx. Mr. DiSalle, I would like to pass to a little different 
topic at this point relative to the methods used in the fixing of prices, 
passing from the voluntary stage to the ceiling stage. 

Now, in that regard, sir, your office has kindly submitted to the 
subcommittee’s staff a great number of industry advisory committee 
minutes and other documents. I intend to read from some of these. 
If it would aid you in any way, I will make them available to you, 
or in order to expedite it, we can hand them to you as a request. 

Mr. DiSatie. Whichever way you want to proceed is all right. 

Mr. Gotpsrein. If at any time Iam using a document, and you feel 
you would like to look at it more fully for further enlightenment, 
you may do so. 

Mr. DiSatie. I would like to point out at this time we have 570 
industry advisory committees, consisting of about 5,000 businessmen, 
and I just do not keep up with all of the meetings. 

The Cuairman. Mr. DiSalle, would you want to have any of your 
aides right at the table with you? You can consult with them if you 
wish. 

Mr. DiSatie. No, that is all right. 

Mr. Goupsrern. First, sir, May 1, 1951, Mr. West, the Director of 
Consumer Durable Goods, made the following statement at an industry 
advisory committee meeting, and I would like to quote it to you for 
your comment as to whether you agree or not with its purport: 

The Government, he explained— 
referring to Mr. West— 
does not want to interfere unnecessarily with the industry's method of doing 
business, and the industry advisory committee therefore was organized to effect 
liaison as would be necessary. 

Is that a fair statement ? 

Mr. DrSauxe. Yes, I think that is a correct statement. 

Mr. Goupsrern. In other words, you want to continue business prac- 
tices along the historic lines without disrupting business and the 
imposition of ceilings. 

Mr. DiSauir. Yes. We never felt that it was our job to attempt to 
reform the economy. We felt that our job was to place ceilings as 
restraints, in order to stem inflationary pressures. We did not feel 
that we had the duty or obligation to go in and attempt to reform 
the pricing practices of any industry. 
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Mr. McCut.oven. You are to be complimented, in my opinion. 

Mr. Gorpsrrrn. At the Domestic Woodpulp Producers Indust: 
Advisory Committee meeting of April 2, it states: 

The committee was in agreement that prices should be on a delivered bas 
to the consuming mill including basic Maximum transportation allowances. 

My question is whether in this procedure of maintaining the h 
toric pattern in industry, OPS fixes prices on a delivered basis, 
cluding maXimum trans sports ation allowances, through consultation 
after consultation with industry advisory committees. 

Mr. DiSauie. After consultation with industry advisory commit 
tees wherever it is practicable. In some cases where the particula: 
situation was so “hot” we were under so much pressure that it just 
was not practical to get the industry advisory committee togethe 
before the regulation was issued. 

A case in point is the issuance of the general ceiling price regulatio: 
We just could not get an industry advisory committee together in tin 
and so we issued the regulation. 

Mr. Gotpstremn. Now, sir, with regard to Ceiling Price Regulatio 
No. 49—I can make a yg available if you wish—I will not bother 
to read sections 4 and 5, but I wonder if it is correct to say that this 
regulation in sections 4 and 5, does, in faet, establish pricing on a 
delivered basis, including basic maximum transportation allowances, 
such as the industry advisory committee meeting suggested. 

Mr. DiSauier. All pegeeestrone contain the provisions requiring 
seller to maintain his customary discounts, differentials and allow 
ances, if the discontinuance of suc A discounts, ditterentials and allow 
ances would result in a price higher than the ceiling price. 

Some prices established under these prices may involve basing-point 
prices. It is, however, always open to the seller to change his trans 
portation prices so long as this change does not cause a price increase 
which would bring the total price above ceiling. We are not in a 
position to determine whether such basing point prices may be the 
result of combination in restraint of trade. 

Nevertheless, up to the present time, no instances have come t: 
our attention in which the antitrust agencies of the Government or 
the courts have found that any of the basing-point prices have bee: 
illegal or in violation of the Antitrust Act. 

Mr. Goipsrerx. We will go into that a little more fully, I think, a 
these questions develop, sir. 

I would like to read from a letter which is already a part of thy 
subcommittee’s file. It isa letter dated February 8, 1949, from James 
Donaldson, who was then the president of the American Woodpul; 
Importers Association. This letter is addressed to Major Michelep. 
and as I have said, it is a part of our records regarding newsprint 
This letter reads as follows, and it is dated in February of 1949: 

At the meeting of this association on February 3, it was the consensus of 
opinion that the president should write to the Scandanavian Woodpulp Asso 
ciations, informing them that serious marketing problems are presented for the 
Scandanavian sellers in meeting North American competition, with their prices 
based on “on dock” ports of discharge. The reason is that North American 
producers now quote prices f. 0. b. their respective mills with full rail freight 
allowed to each customer's mill. This changed pricing system amounts to a 
uniform delivered price by each seller, whether the buyer's mill is located i 
the far West, Middle West, or along the eastern seaboard 
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Now, with that letter, sir, and with the previous discussion on the 
industry advisory committee, and with Order 49, sections 4 and 5 of 
which I believe fairly reflect the views of the industry advisory com- 
mittee, I wonder if it is correct that you sanction a uniform delivered 
price system for an entire industry where that particular price system 
had been established by the industry members both in 1949, and re- 
-tated at the industry advisory committee meeting. 

Mr. DiSautie. We merely establish uniform ceilings in some cases 
and not uniform prices. 

The CuHamman. What was that, again, Mr. DiSalle? 

Mr. DiSatutv. We merely establish uniform ceilings, maximum 
prices. The only illegal act under our act would be to sell above 
those maximum prices. We do not ask that all members of the in- 
dustry sell at that particular price only. 

Mr. Goupstrern. All right, sir. 

Mr. Kratine. You do not have to ask that usually, do you? 

Mr. DiSatie. No, especially if there is a shortage or a tight market. 

Mr. Goupstrrern. Mr. Chairman, the next series of questions relate 
to certain pricing activities in lard. I might say the subcommittee 
staff attempted to obtain further information on this matter from the 
Office of Price Stabilization today, when this matter developed, and 
not having that material available, certain of these questions may be 
boring to Mr. DiSalle, but we felt that they had to be asked in order to 
get the full picture and whatever additional information he might 
have. 

Mr. DrSauie. On the question of the lard. I find there is no draft 
of the regulation. There had been a meeting held with an industry 
advisory committee, and some discussion, but a lard regulation is far 
from completion or issuance and is subject to changes and revisions. 

In fact, it is at its very preliminary stages. 

Mr. Gotpstrry. In order to save time, you will probably talk about 
the meeting of June 12, 1951, of the lard industry advisory committee. 
Is that the one you had in mind in setting up prices ? 

Mr. DrSauue. Yes. 

Mr. Gonpsterx. If you are familiar with that minute, in order to 
save time, do you know whether or not the price method essentially 
calls for various types of basing point differentials and basing point 
areds—— 

Mr. DiSauyie. IT am familiar to the extent that I read over the 
minutes of that meeting once as it came up to me after the meeting 
was held, and I know that there was a discussion of basing point prices, 
ind also that the basing points used in the discussion were practically 
(he same points that were used in the beef regulations, and the same 
points that we would use in the hog regulations, once those regula- 
tions were issued, 

Mr. Goutpsrei. IT might say, sir, that the reason why the subcom- 
mittee staff was under a misapprehension concerning a draft order, 
s that that minute reads as follows: 

In reviewing the proposed OPS amendment, the committee made the follow- 
ing recommendations. 

So that there was apparently a proposed recommendation persented 
to the industry advisory committee. It then goes on to state concern- 
ng the basing point differentials, differentials between Chicago and 
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East St. Louis on the one hand and Kansas City and multiple point 
on the other, that they are to be determined by judgment of OPS o: 
the basis of actual freight cost adjusted for brokerage, and so forth. lt 
was recommended that one base price for the multiple points be 
established. 

Section 8 of the recommendations based upon the OPS recommen 
dations submitted at the meeting, says: 

The recommendation was made to retain the OPS basing points and basing 
point areas, with the following exceptions : 

(1) Joplin and Springfield, Mo., to be omitted as basing points in the “multipl 
basing points” area. 

(2) Sioux City, Lowa, to be considered as an additional basing point “multipl 
basing point.” 

Now, with that in mind, sir, and your policy of maintaining thie 
historical pattern in the industry, do you believe, sir, that in any pri 
posed regulation such as was discussed here, we would perpetuate the 
system of basing point in the industry through an OPS ceiling regula 
tion 4 

Mr. DiSatie. I think that would be the tendency, but as I said be 
fore, we do not feel that it is our obligation to reform practices that 
are in existence. We have enough trouble just maintaining ceiling 
prices. 

The CnarrMman. But isn’t a multiple-basing-point system illegal 
today under the Supreme Court decision / 

Mr. DiSauie. The way we approach it is it would not seem to be 
in violation of the Supreme Court decisions. 

Mr. Gotpstern. Let me read a little further. ‘This may cast some 
light. 

Mr. Wituts. Wait a minute. I think he wants to elaborate. 

Mr. DiSauue. Go ahead, and I will find the point here. 

Mr. Go.pstern. 1 might just ask this one further question, sir, and 
I think it may assist both Mr. DiSalle and the subcommittee. The 
minute goes on to say: 

Mr. Rose of OPS then raised a question as to whether the basing-point systen 
of pricing lard under the order was legally permissible in light of court decision: 
made subsequently to OPA, and reserved the right to explore this matter further 


In that connection, I should like to refer to the Senate report on the 
bill S. 719 (S. Rept. 293, S82d Cong., Ist sess.) which is similar to 
the bill which this subcommittee has under consideration, H. R 
2820, in that the following footnote appears on the first page 
Referring to the controversy which the bill would take care of, 


Says: 

The controversy has also been referred to as the “basing point controversy.” 
But such a reference is misleading and should be avoided, since it is settled lay 
that the use of a basing-point price system is unlawful. (See Corn Products Ri 
fining Co. v. Federal Trade Commissi on (324 U.S. 726 (1945)); Pederal Trad 
Commission v. Cement Institute J. S. 683 (1948).) 

The CHarman. That is ie multiple basing point. 

Mr. Goupstern. And the dicta in the Cement Institute case, sir. 

Mr. Srevens. Doesn’t that remark in the footnote refer to all 
basing-point systems ? 

Mr. Goupstern. Yes. 

Mr. Srevens. It is to multiple or single. 
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Mr. Wiu1s. You are quoting from the Senate report on what bill? 

Mr. Goupstern. S. 719, which is the companion to H. R. 2820, 

The Cuairman. The same as the Walter bill, the one we are work- 
ing on. 

Mr. Wiiuts. I am afraid if you are going to quote a few sentences 
from a Senate report on what the law is on basing point and absorp- 
tion of freight, and selling delivered price, and pin down this witness 
to answer these questions categorically, he has to be better than any 
other lawyer that has appeared before us. 

Mr. Keatine. He probably can do as well as the Senate. 

Mr. Goupstern. Counsel’s intention was to save putting in the Ce- 
ment Institute case in full in the record, 

The Cuarrman. There is no doubt the multiple basing point in the 
Cement decision makes it illegal. 

Mr. Wins. I agree. 

The CHarrman. And if there is involved in present regulations and 
present ceilings, a basing point that is a multiple basing point, then 
that price regulation is tainted somewhat with illegality. I think 
Mr. DiSalle must be aware of that, I am sure. 

Mr. DiSauue. Yes, we are, and I will be glad to submit a memo- 
randum to the subcommittee on our practice there. 

The Cuarrman. I think it would be well to have that done, Mr. 
DiSalle. We would welcome it. When you are ready, submit it to 
us.°2 

Mr. DiSauie. All right. 

Mr. Goupsrern. Sir, along that same line, 1 wonder if you could re- 
fer to Ceiling Price Regulation No. 5. 

Mr. DiSauur. Is that one of the scrap-metal regulations ? 

Mr. Goupstetn. That is right, sir. Section 3 of that regulation, 
which Mr. Walden will hand you, contains the following sentence. 
The heading is “Ceiling prices,” and it reads: 

Section 3. Basing-point prices for steel scrap of dealer and industrial origin 
(a) Basing-point prices from which maximum shipping prices are computed. 
(1) Basing-point prices for the base grade, No. 1 heavy melting steel, grade 1: 
basing point 
there appears thereunder a series of city listings such as Alabama 
City, Ala., Ashland, Ky., going on alphabetically and following each 
city named, price per gross ton in terms of $39, $42, 359, et cetera. 

I wish to ask you, sir, whether this type of basing-point system 
represents the maintenance of historic industry pract ice through OPS 
activity ¢ 

Mr. DiSauie. I would say that that is what we were attempting to 
do. 

Mr. Gotpsrrin. And I take it then your position, sir, is that refer- 
ence to whether or not a basing-point system of this type might or 
might not be illegal under the antitrust laws, is irrelevant to the 
maintenance of the historic pattern ¢ 

Mr. DiSanue. Of course. we are interested in seeing to it that our 
regulations do not violate the antitrust provisions of the law. 

The Cramman. But if you find that vou are violating the antitrust 
laws, you would revise your procedure, would you not 4 

Mr. DiSauie. That is right. 


°° See letter, August 11, 1951, from Mr. DiSalle, appendix, p. 1033 
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The Cuarmman. Has this matter been brought to your attentio 
before, Mr. DiSalle¢ 

Mr. DiSatue. No, it has not. 

The Crairman. This the first time it has been brought to your 
attention and it has been brought to your attention by this subco; 
mittee ¢ 

Mr. DitSatie. We have had no instance where it has been called 
to our attention. 

Mr. Bryson. You maintain liaison and working connections wit) 
the Department of Justice ? 

Mr. DrSauxie. That is right, we do. In fact the Department 
Jusice handles all of our litigation. 

Mr. Goupsrern. Is that enforcement only on other types of ley 
work ¢ 

Mr. DiSauxie. All litigation. 

Mr. Gorpsrerxn. Would that be in the Antitrust Division whi 
handles antitrust laws ? 

Mr. DiSatuz. No. I think they have a special section set up 
for this. 

Mr. Kerarine. So that out in the field your regional attorneys do 
not handle any of the litigation ¢ 

Mr. DiSatie. No, they do not. 

Mr. Bryson. But they sit in with the several district attorneys in the 
prosecution of the case? 

Mr. DiSatie. In enforcement we have an agreement with the De 
partment of Justice whereby we appoint special assistants to the 
United States attorney, but our special assistants work under the 
direction of the United States attorneys. 

Mr. Bryson. That is the policy that was followed during World 
War IL. 

Mr. DiSauie. I think this policy is stricter than the one followed 
in World War IT. 

Mr. Kearrne. I think the OPA had their own attorneys who han- 
dled the enforcement in World War II, as I remember. 

Mr. Bryson. But when they appeared in the district courts, they 
worked with and under the district attorneys. 

Mr. Keating. You may be right. 

Mr. DiSatir. Under the Defense Production Act of 1950 if 
provided that litigation shall be under the supervision and direction 
of the Department of Justice. 

The Cnarrman. Mr. DiSalle, you have your own counsel. You have 
very good counsel, 

Mr. DiSauie. That is right. 

The Crateman. As far as I know he is an excellent lawyer, and | 
am rather startled that he has not caught up with this matter, this 
question of the use of multiple basing points in establishing the ceil 
Ings. 

Mr. DrSaure. Well, I still think the distinction is whether we are 
establishing a uniform price or a ceiling. We are establishing ceilings. 
and there is no restriction upon any seller to sell at that ceiling price 
He may select his own price. 

The Carman. I know, but even if you establish a ceiling and 
thereby allow, countenance, approve or encourage multiple basing 
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points, to that degree you are encouraging something which is 
unlawful. 

Mr. DiSauxiez. I would venture to say that none of these regulations 
would be held unlawful. 

The Cuairman. They would be? 

Mr. DiSautie. Would not be. 

Mr. Gotpstern. Mr. DiSalle, I wonder if you could just switch for 
a moment, because of your present statement on ceiling prices, to an 
OPS press release which Mr. Walden will hand you, dated February 
3, 1951, relating to the steel scrap regulation. After describing the 
basing-point system for steel scrap, this sentence appears: 

In order to encourage the flow of scrap, the regulation also establishes 
minimum prices for scrap. 

So that in this case you have the establishment through a basing 
point system, do you not, of both the maxinium and the minimum ¢ 

Mr. DiSauve. I would say that that was an error in the press release, 

Mr. Gotpsrern. An error in the press release, sir? Let us for the 
moment pass on to the cast iron soil pipe and fittings industry advisory 
committee meeting of May 25, in which the following quotation 
appears : 

It was indicated by the committee— 
that is the advisory committee— 
that the industry would be in a turmoil if anything other than a Birmingham 
base is used. HKirmingham sets the price structure and it cannot be adjusted 
any other way. Mr. Schwarz agreed that OPS does not want to upset the 
industry. 

As to this type of basing-point system would that also be per 
petuated through a ceiling price regulation of OPS in line with the 
industry advisory committee recommendation / 

Mr. DiSatie. I hope when you use the word “perpetuate” you do 
not really mean perpetuate. 

Mr. Goupsrern. I am sorry, sir, I misspoke. 

Mr. DiSauie. We hope and I certainly hope this is very temporary. 

Mr. Gotpsrer. Let me say this. You put into force and effect the 

regulatory action of price stabilization. 

Mr. DiSatxe. Again I want to make the same qualification, that 
we establish maximum ceilings and do not establish prices. 

Mr. Stevens. Mr. DisSalle, you also said, I believe, that when you 
put a new regulation into effect, pricing regulation, vou do not make 
an initial determination as to whether the prices which were then in 
effect were legal or illegal. 

Mr. DiSauyer. That is right, we do not. 

Mr. Goupsrern. Mr. DiSalle, with reference to the comment con- 
cerning the error in the press release, I would like to read into the 
record from the Ceiling Price Regulation No. 5, February 5, 1951, 
Appendix A, Statement of C onsiderations. At the end of section 4, 
the last sentence—-and I will hand this to you in a moment—it reads 
as follows: 

In order to encourage further flow of this scrap from remote areas, minimum 
ceiling prices have been established in this regulation. 


Is it still your contention, sir, that the press release is in error? 
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Mr. DiSauuer. I think the press release was written from the stat: 
ment of considerations. I would like to see that in the regulati: 
itself. 

Mr. Goupstern. The statement of considerations have no force ai 
effect ? 

Mr. DiSauur. That is right. 

The Cuarrman. Mr. DiSalle, I think it is a little bit unfair to cate! 
you unawares. Do you want to submit an answer to that a litt) 
later ? 

Mr. DiSaute. In a very quick perusal of the regulation, I see not! 
ing listed here except ceiling prices. 

Mr. Kearina. In other words, this phrase “minimum ceiling prices” 
is not used in the regulation. 

Mr. DiSauie. No; I do not think it 

Mr. Goupsrern. It is only in the appendix, sir, which is attached 
to the regulation—is that correct /—at the end of section 4, the last 
sentence! 

Mr. DiSauue. It is only in the statement of considerations that I 
“an see. 

The Cuatrman. And has no binding effect, you think. 

Mr. DrSauue. No; it has not. 

Mr. Keattne. You would not be able to define a minimum price 
ceiling, would you? 

Mr. DiSatte. No—— 

The Cuarrman. Unless it would be a floor. 

Mr. Keating. It might be the ceiling of a basement. 

Mr. Goupstrern. Unless you wish to amplify, Mr. DiSalle, we can 
pass on to another topic. 

Mr. DiSatte. . would be glad to give the subcommittee a very defi 
nite answer on it, but I am sure that when they refer to minimum 
ceiling prices ther are talking about the maximum price.*° 

Mr. Gorpstein. All right, sir. 

The CHatrman. We have a couple of capable and intelligent eager 
beavers on this subcommittee’s professional staff, and they probably 
discovered that. 

Mr. Goupsrern. I would like to pass to another pricing practice 
with particular reference to the Gumming Industry Advisory Com 
mittee’s meeting of May 15. That minute contains the following 
statement : 

It was decided that the subcommittee should investigate the subject of price 
zones and take into consideration the views of the west-coast plants. 

With reference to that problem, sir, I wonder if you also follow 
industry advisory committee recommendations as to zone systems and 
discussions as to whether or not there should be taken into considera 
tion the views of the west-coast plants, in view of the fact that none 
of the west-coast producers were present. at that meeting. 

Mr. DiSaure. Yes; there is no question about that—that we take 
the views and suggestions of the industry advisory committee as well 
as other members of the industry that might not he members of the 
advisory committee, but the final decisions are our decisions. The 
committee only acts in an advisory capacity. 


© See letter, August 11, 1951, from Mr. DiSalle, appendix, infra, p. 1083. 
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Mr. Gotpsrern. In terms of taking into consideration, as you have 
said before, the historic pattern and pricing practice in industry, you 
would take into consideration the pricing practices relating to zone 
system ; is that correct 

Mr. DiSauie. Yes, we would. 

Mr. Gotpstetn. Now, sir, the Wax Paper Industry Advisory Com- 
mittee meeting of May 8, discussing zoning methods, Mr. Ramsay is 
quoted as saying: 

Preferred all zones spelled out, but it was brought out this is not a practical 
application of current practices in the industry. 

Now, in your attempt to conform to industry historic practices, 
would you not spell out zone systems in order to conform to practices 
of the industry / 

Mr. DisSauuie. That is very probable. 

Mr. Goipsrery. And 1 suppose your answer would be the same 
with reference to a press release of May 16 regarding the Linseed Oil 
Committee wherein it states that linseed oil has been historically sold 
ona See basis with the country divided into nine zones ¢ 

It go®s on to say base zone No, 1 embraces Minnesota, Wisconsin, 
Illionis, lowa, and Missouri, and I take it, then, that if you discover 
that there was this historic zone practice, you would continue it in 
your pricing regulation. 

Mr. DiSatute. Yes. As I said, we attempt to the best of our ability 
not to disrupt existing industry pricing practices. 

The Cuarrman. That would again be so even if, say, zone systems 
would be declared illegal? You would continue them if it were the 
historical practice ¢ 

Mr. DiSauue. If zone systems were declared illegal ? 

The CHamman. Yes. 

Mr. DiSatie. We certainly would not subscribe to any illegal prac- 
tice. 

The CuamMan. I do not say you would subscribe to it, but if in the 
fixing of ceiling there was involved the setting up of zone systems 
merely because that was the historical practice, would you continue to 
do that ¢ We submitted a newsprint report to the Congress on May 
28, 1951.% I would like to read to you from page 129, because this 
portion of our report was addressed to you, or rather to your office : 

To the Office of Price Stabilization: One of the greatest abettors of monopoly 
practice has at times been the Government of the United States. The zone map 
Which has resulted in the uniform delivered pricing system for newsprint was 
achieved, received, nurtured, and grew to maturity under the NRA, The map 
was adopted by agreement among competing producers with official encourage- 
ment though not with express NRA approval. It was given official sanction and 
blessing during the last war when the OPA adopted the zone map as a deter- 
minant for maximum ceiling prices for newsprint. This action should not be 
repeated again. 

If the Government is to regulate newsprint prices for a period of time, it 
should wield its power in a manner which will encourage members of the news- 
print industry to make a fresh and individual start in determing their inde- 
pendent pricing policies after Government control becomes no longer necessary. 

I do not know whether you saw that admonition. 

Mr. DiSautie. Yes, I did. We have no tailored ceilings for news- 
print at this time. Newsprint is one of the commodities that is in 


“HH. Rept. 505, 82d Cong., Ist sess. (1951). 





STUDY OF MONOPOLY POWER 


short supply, and naturally they will sell newsprint at ceiling price 

whatever they might have happened to be during the base period, 
December 19 to January 25. You will find varying prices for news 
print in existence in this country at this time. 

On the other hand, in the case of fats and oils, where the mark 
was rather soft, vou will find fats and oils selling below the ceiling 
that were established during the base period. 

The CHamman. While this admonition refers to newsprint, ther: 
was clearly an indication of general intent which might be a frow: 
ing upon the practices know as the zoning system, perhaps vou might 
want to reconsider your practice in that regard as far as zoning sys 
tems are concerned. 

Mr. Goipsrerx. I might say with reference to the chairman’s re 
marks, that the portion which you read, Mr. Chairman, also refet 
to the fact that the past history, during OPA pricing practices and 
NRA pricing practices, led to the conditions in pricing which sub 
sequently developed the present newsprint problem so that there 
relevance to the problem in other fields. 

For that reason the subcommittee staff felt it would be we to go 
into this particular problem. In that regard, Mr. DiSalle, IT would 
like to come to the minutes of the Northeast Pulpwood Consumers 
meeting of March 27 and 28, and to your Ceiling Price Regulation 
38. I might say in order to expedite, that an analysis of both the con 
sumers recommendations of March 27 and 28 in regard to the matter 
of zones, such as a unanimous recommendation that Maine should be 
a single zone, that there should be a recommendation that souther 
Vermont be separated from the rest of Vermont, and so forth, would 


indicate a pretty close parallel between the industry's views on the 
zone system and the actual regulation as drafted, and I wonder if 
that is typical of the practices for zoning, zone system price regula 


tions. 

Mr. DiSatir. We make our own individual studies of those pra: 
tices, and our regulations are written with the idea of establishing 
the most practical approach to the pricing problem that we can arrive 
at. 

Mr. Gorpsrers. And it is possible, however, that your individual 
study might very well be identical in its results with those arrived at 
by the industry advisory committee ? 

Mr. DiSatuir. Very possible. 

Mr. Goupsrern. So that that would be a reconciliation of you 
obligation to make independent research and at the same time mai 
tain a historic pattern within the industry as you have stated you 
policy? 

Mr. DiSatir. A good many times we have had to make adjust 
ments after the regulations were issued when we find that the zones 
we create would cause some hardships to an individual operator. We 
have had to make adjustment along those lines. 

Mr. Gotpsrern. Along that line. sir, we might come to the hardwood 
veneer industry meeting of May 10, in which it is stated : 

Most members were averse to zone pricing as established under OPA, 
resentatives from the Southern States especially felt they should not be 
criminated against by zone pricing as their plants, they said, are modern, t 
have high shipping costs and they are faced with high increases in labor costs 
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So it is possible by perpetuating the zone system that aside and 
apart from the problems of antitrust law and monopoly problems, 
there could be a discrimination in the use of the zone system which 
would result in an economic hardship effect on producers. 

Mr. DiSauie. Yes, it would be possible, and that is why we make 
our own individual judgments in order to prevent any discriminatory 
practices. 

Mr. Srevens. Mr. DiSalle, don’t you feel that the wisdom of using 
a zone system in any particular industry would largely depend upon 
the particular industry? In other words, you cannot answer just 
venerally ¢ 

Mr. DiSauue. There isn't any question about that. 

The Cuamman. And if the result is, as these southern manufac 
turers indicated, you undoubtedly would be willin 
eration to a plea of that sort / 

Mr. Disauue. There isn’t any question about that. 

Mr. Goupsrern. Mr. Chairman, merely to complete the record with 
regard to zone systems, although I cannot say that we have gone 
through every regulation, 1 would like to have accepted for the record 
General Ceiling Price Regulation Supplementary Regulation 11 of 
March 9, 1951, which establishes a zone system of pricing for surface 
floor coverings, together with the revision of April 50, 1951, and 2 


to vive consid 


“Fy 
— 


minutes of the industry advisory committee meetings where a zone 
system was discussed. 

The Cnainman. That will be accepted. 

(‘The documents above referred to is as follows :) 


EXHIBIT S6-A 
TITLE 532A-—-NATIONAL DEFENSE, APPENDIX 
CHAPTER ITI—OFrFriceE OF PRICE STABILIZATION, ECONOMIC STABILIZATION AGENCY 
{General Ceiling Price Regulation, Supplementary Regulation 11] 


GCPR, SR 11—MANUFACTURERS’ AND WHOLESALERS PRICES FOR SOFT SURFACE 
FLOOR COVERINGS 


Pursuant to the Defense Production Act of 1950 (Public Law 774, Sist Cong 
Executive Order 10161 (15 F. BR. 6105), and Economic Stabilization Agency Gen- 
eral Order No. 2 (16 F. R. 758), this Supplementary Regulation No. 11 to the 
General Ceiling Price Regulation (16 IF. R. SOS) is hereby issued. 


STATEMENT OF CONSIDERATIONS 


The General Ceiling Price Regulation froze the ceiling price of manufacturers 
f sott surface floor coverings at their January 26, 1951, level of prices. With 
respect to most carpets and rugs, wool constitutes half the cost of the finished 
product. Carpet wool is entirely an imported raw material and has not been 
brought under control. As a result of steadily increasing wool prices, carpet 
manufacturers are suffering a squeeze. This Supplementary Regulation relieves 
them of most of this squeeze. 

The weighted monthly average cost of scoured woo] per pound for a representa 
five group of manufacturers, representing approximately SOC; of the industry 
during two months of 1950 and the first five months of 1951, is as follows: 


November 1950_- ——- $1, 05 March_. i .+ ae 
December- a : 1.13 April nici 2 O8 
January 1951 1.39 May (3 companies) i» ae 
Pepruary___.............. 1. 76 


The wool floor covering industry consists of approximately 30 manufacturers, 
tll of whom sell from published price lists. In measuring the amount of price 
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adjustment needed, reference was first made to the prices in effect at the en 
of June 1950 and beginning of July 1950. These prices were announced prior | 
June 25 and thus reflected manufacturing costs in existence prior to the outbres 
of the Korean hostilities. 

On the basis of data gathered from a representative group of manufacturer 
increases in direct cost of cotton, jute, and rayon were calculated up to Decen 
ber 31, 1950. The price adjustment granted gives the manufacturers the bene! 
of such increases in direct costs. In addition, it gives them the benefit of increas: 
in wool prices and direct labor costs up to the present time. 

The price relief granted is expressed in the form of a 15% increase in tly 
prices which were in effect between December 19, 1950, and January 15, 1951 
pursuant to published price lists. Between June 1950 and January 15, 1951, th 
industry as a whole made several price increases which reflected in part t! 
increased cost of wool. Virtually the entire industry published new lists I 
tween December 19, 1950, and January 15, 1951.) This period, then, represent 
the last period in which fairly uniform prices prevailed. A few manufactiu 
ers published lists subsequently to January 15, 1951. Had the permitted i: 
crenses been added to the ceiling prices in effect during the base period for th: 
General Ceiling Price Regulation, December 19, 1950, to January 26, 1951, thes: 
manufacturers would have received an unjustified amount. 

Retailers apply their mark-up only on the original price without the pe 
mitted increase. The »mount of the permitted increase is then added to th: 
price which the retailer arrives at. In this fashion the retailer obtains the 
same dollar margin that he previously enjoyed. 

Most floor coverings are sold direct from manufacturers to retailers. Som: 
manufacturers, however, use wholesale distributors. The uniform practice i) 
the industry has been that the wholesalers sell at the same price as the man 
facturers and that their mark-up is determined by a percentage discount from the 
list price. This discount is usually 12 to 14 percent. 

The wholesaler performs a somewhat less complete function than in other 
fields. Usually he is guaranteed against overstocking and losses through obso 
fescence. The price structure of the industry wouid make it difficult to provid: 
any absorption by the wholesaler which would benetit the retailer or consume! 
In the light of this fact and the relatively small margin which the wholesaler 
receives, no provisions have been made in this temporary regulation for any 
absorption by the wholesaler of any part of the increase. The Supplementar 
Regulation, therefore, retains the customary discount to wholesalers. 

The Supplementary Regulation provides interim relief. It is expected that 
a permanent regulation will be issued in due course which will deal more con 
pletely with the problems of the industry. In connection with the issuance ot 
a permanent regulation the possibilties of absorption at both the wholesale and 
retail level will be given further study. 

In the judgment of the Director of Price Stabilization, the provisions of th: 
Supplementary Regulation are generally fair and equitable and are necessary 
effectuate the purposes of Title IV of the Defense Production Act of 1950. 

So far as practicable the Director of Price Stabilization gave due considera 
tion to the national effort to achieve maximum production in furtherance of th 
objectives of the Defense Production Act of 1950; to prices prevailing during thr 
period from May 24, 1950, to June 24, 1950, inclusive; and to relevant factors 
of general applicability. 

REGULATORY PROVISIONS 
See. 
1. Applicability of supplementary regulation. 
2. Ceiling prices for sales to persons other than wholesalers. 
8. Ceiling prices for sales to wholesalers. 
4. Ceiling prices for new articles. 
5. OPS adjustment charge. 
6. Miscellaneous. 


AUTHORITY: Sections 1 to 6 issued under sec. 704, Pub. Law 774, Sist Cong. Interpr 


> 


or apply Title IV, Pub. Law 774, 81st Cong.; E. O. 10161, Sept. 9, 1950, 15 F. R. 6 
3 CFR, 1950 Supp. 

Section 1, Applicability of supplementary regulation. This supplementar) 
regulation establishes new ceiling prices for sales by manufacturers and whole 
salers of soft-surface floor coverings with pile fabrics of wool, synthetic materials, 
or a blend of both. These ceiling prices supersede the ceiling prices under the 
General Ceiling Price Regulation. 

Sec. 2. Ceiling prices for sales to persons other than wholesalers. The ceil! 
ing price for any unit of floor covering covered by this order shall be 115 percent 
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of list prices for the same unit of floor covering which was contained in the 
applicable manufacturer's price list in effect for deliveries at any time between 
December 19, 1950, and January 15, 1951. 

Sec. 8. Ceiling prices for sales to wholesalers. Ceiling prices for all sales by 
manufacturers to wholesalers shall be the ceiling prices established in sec- 
tion 2, less discounts of a percentave no smnaller than the discounts in effect dur- 
ing the period from December 19, 1950, to January 26, 1951. 

Sec. 4. Ceiling prices for new articles. Ceiling prices for new units of floor 
covering not included in manufacturers’ price lists in effect between December 
19, 1950, and January 15, 1951, shall be established under the provisions of 
sections 4 and 5 of the General Ceiling Price Regulation for manufacturers and 
wholesalers, respectively. In applying these sections, the ceiling prices for a 
“comparison commodity” shall be the applicable ceiling prices fixed under section 
2 or 3 of this supplementary regulation. 

sec. 5. Notification to retailers. Each manufacturer or wholesaler must break 
down his invoice price for each unit sold into two component paris 

The “original price,” i. e., the price list price in effect between December 15, 
1950, and January 15, 1951, and the “permitted increase”, i.e. the amount of any 
nerease above the “original price” permitted by this supplementary revculation. 
To each invoice shall be affixed by rubber stamp or otherwise the following 
statement: “The amount on this invoice shown as the ‘original price’ is the 
ost on which you apply your mark-up under OVS Ceiling Price Regulation 7 
rhe amount shown as ‘permitted increase’ may be added to your price after 
applying your mark-up. The total becomes your ceiling price.” 

SEc. 6. Miscellaneous. <All other provisions of the General Ceiling Price Regula- 
tion, not inconsistent with the provisions of this supplementary regulation, shall 
remain in effect. 

Lifective date, This supplementary regulation to the General Ceiling Price 
Regulation shall become effective March 13, 1951, 

MIcHAEL V. DISALLe, 
Director of Price Stabilization 
Marcu 9, 1951. 


Exnisit No. 86-B 
TITLE 382A—NATIONAL DEFENSE, APPENDIX 
CHAPTER ITI—OFFICE OF PRICE STABILIZATION, ECONOMIC STABILIZATION AGENCY 
[General Ceiling Price Regulation, Supplementary Regulation 11, Revision 1] 
GCPR, SR 11, Rev. 1—Sorr Surrace FLoor Coverincs 


Pursuant to the Defense Production Act of 1950 (Public Law 774, Stst Cong.), 
Executive Order 10161 (15 F. R. 6105), and Economic Stabilization Agency Gen 
| Order No. 2 (16 F. R. 738), this revised Supplementary Regulation No 


ra 
11 to the General Ceiling Price Regulation (16 F. R. 808) is hereby issued 


STATEMENT OF CONSIDERATIONS 


This revision of Supplementary Regulation No, 11 to the General Ceiling Price 
Regulation makes a number of minor changes in the original regulation which 
became effective March 13, 1951. 

The revised regulation makes it clear that manufactures may not add the 15 
percent permitted increase to the list price of any zone other than the mill zone. 
Since the percentage increase is intended to compensate for increase in raw 
materials, primarily wool, it would be inflationary to allow the percentage addi- 
tion to be added to zone prices which include freight. The permitted increase 
s therefore made applicable to the mill zone price. 

The revised regulation makes specific provision that in pricing new merchan- 
dise which did not appear in any manufacturer's list, the distinction between a 
asic price and permitted increase is maintained. The permitted increase is the 
mount which the seller at a subsequent level of distribution adds onto his ceil- 
ng price. To confirm to the nomenclature adopted in Amendment 2 to CPR 
the term “basic cost” is substituted for the term “original cost” formerly used. 

The pass-through provisions which previously were applicable only to retail- 
ers under Ceiling Price Regulation 7 are by the current revision made appli- 
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cable to all GCPR sellers. These include decorator supply houses and cary» 
contractors, as well as some retailers who will remain under the General C 
ing Price Regulation until they have filed their pricing chart. 

The provisions with respect to notification to retailers are made applical 
to the interior decorator supply houses in their sales to persons other tha 
cohsumers, 


GENERAL CEILING PRICE REGULATION 
Supplementary Regulation 11, Revision 1 


What this revised supplementary regulation does, 

Sale by a manufacturer or wholesaler. 

Sale to a wholesaler. 

New tloor coverings 

Sellers other than a manufacturer or wholesaler. 

Notification 

Applicability of General Ceiling Price Regulation. 

AUTHORITY ; Sections 1 to 7 issued under sec. 704, Public Law 774, Stst Cong. Inter} 
or apply Title IV, Publie Law 774, Sist Cong.; BE. O. 10161, Sept. 9, 1950, 15 BF. R. 6105 

Secrion 1. What this revised supplementary regulation does, This revises 
supplementary regulation supersedes Supplementary Regulation 11, effect 
March 13, 1951. It establishes new ceiling prices for sales of soft surface floor 
coverings With pile fabrics of wool, synthetic materials, or a blend of both. 

Sec. 2. Sale by a manufacturer or wholesaler, The ceiling price for sales b 
manufacturers und wholesalers of any unit of floor covering is the applicable 
mill or zone price for that unit of floor covering contained in the manufacturer 
price list in effect for deliveries at any time between December 19, 1950, an 
January 15, 1951, plus 15 percent of the applicable manufacturer’s mill price. 
The added amount is referred to as “permitted increase.” The term “wholesale: 
for the purpose of this revised supplementary regulation does not include any 
seller commonly referred to as a decorator supply house or carpet contractor or 
to any person customarily buying at manufacturers’ list prices. 

Sec, 3. Sale to a wholesaler. he ceiling price for any sale by a manufacture: 
to a wholesaler is the ciling price established in section 2 of this regulation, less 
discoutt of a percentage no smaller than the discount in effect during the px 
riod from December 10, 1950, to January 26, 1951. 

Sec. 4. New floor coverings. A manufacturer or wholesaler establishes his 
ceiling price for a new unit of floor covering, not included in a manufacturer's 
price list in effect between December 19, 1950, and January 15, 1951, by first 
computing his price under section 4 of the General Ceiling Price Regulation if a 
manufacturer and under section 5 of the General Ceiling Price Regulation if a 
wholesaler and then adding 15 percent to the resulting figure. The figure ar- 
rived at under section 4 or section 5 of the General Ceiling Price Regulation is 
the “basic price’ The amount added is the “permitted increase.” The total! 
the ceiling price. 

Sec. 5. Sellers other than a manufacturer or wholesaler. Any seller whose 
sales are covered by the General Ceiling Price Regulation, other than a manuf: 
turer or wholesaler, may add to his ceiling price, established without the benefit 
of this revised supplementary regulation, an amount equal to the manufacturer's 
“permitted increase.” The result becomes his new ceiling price 

Sec. 6. Notification. Any seller of floor coverings, selling to any person other 
than an ultimate consumer, must break down his invoice price for each con 
modity sold, into two component parts. One part, called the “basic price” is the 
ceiling price established under the General Ceiling Price Regulation, computed 
without the benefit of this revised supplementary regulation. The other part is 
the “permitted increase.” 

To each invoice rendered in connection with a sale to a retailer, including an 
interior decorator, shall be affixed (by rubber stamp or other convenient means) 
this statement: 

The amount on this invoice shown as the “basic price’ is the cost on which you apply 
your mark-up under OPS Ceiling Price Regulation 7. The amount shown as “permitted 
increase’ may be added to your price after applying your mark-up. The total becomes 
your ceiling price. 

Sec. 7. Applicability of General Ceiling Price Regulation. All provisions of 
the General Ceiling Price Regulation, not inconsistent with the provisions of 
this revised supplementary regulation, shall remain in effect. 
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Effective date. This revised supplementary regulation to the General Ceiling 
Price Regulation shall become effective May 5, 1951. 
MicuArn V. DiSatte, 
Director of Price Stabilization. 
Aprit 30, 1951. 


EXHIBIT S6—C 


OrricE OF PrIcE STABILIZATION—-SUMMARY—MINUTES, MEETING OF HARDWOOD 
VENEER INDUSTRY ADVISORY COMMITTEF, May 10, 1951 


The Hardwood Veneer Industry Advisory Committee, formed by the Director 
of the Office of Price Stabilization under the authorization of the Defense Pro- 
duction Act of 1950 (Public Law 774, Slst Cong.) in the manner set out in Price 
Procedural Regulation No, 2 of February 7, 1951, and Office of Price Stabilization 
Administrative Order 21 of March 12, 1951, met upon the call of the Director in 
Washington, D. C., on May 10, 1951, at 10 a. m., in room G—759—-A, Federal 
Security Building. 

The meeting was called to order by Mr. Norman O. Cruver, Chairman, a repre- 
sentative of the Director of Price Stabilization, and Chief of the Lumber and 
Wood Products Branch. 

The following members were present : 

J.J. Egan, president, Kentucky Veneer Works, Inc., Louisville 10, Ky. 

Harry A. Freiberg, Jr., president, Freiberg Mahogany Co., New Orleans, La. 
Juel Lee, president, Birds Eye Veneer Co., P.O. Box 317, Escanaba, Mich. 
William C. Linn, vice president, Hoosier Veneer Co., Box 5105, Indianapolis 1s, 

Ind. ° 
N. M. McInnis, Jr.. Bacon-McMillan Manufacturing Co., Stockton, Ala. 

Joseph F. Mertes, president, R. S. Bacon Veneer Co., 4702 Augusta Boulevard, 

Chieago 51, I. 
¢. E. Richardson, president, Richardson Veneer & Lumber Co., Box 1120, Pulaski, 

Va 
Ichabod T. Williams, president, I. T. Williams & Sons, 220 Eleventh Avenue at 

Tweuty-fifth Street, New York 1, N. Y. 

Jack Williamson, president, Williamson Veneer Co., Cockeysville, Md. 
C. Claude Watkins, vice president, General Box Co., Louisville, Ky. 

F. R. MeKnight, president, McKnight Veneers, Inc., Helena, Ark. 
William H. Ayres, vice president, Houston-White Co., Millsboro, Del. 
James McIntyre, president, Wager Veneer Co., Wager, Ala. 

M. C. Mclver, president, Renokee Veneer Co., Mellen, Wis. 

The following members of the Office of Price Stabilization were present: 
William S. Ingram, Acting Director, Forest Products Division 
Norman ©, Cruver, Chief, Lumber and Wood Products Branch 
James Owens, Chief, Eastern Plywood and Veneer Section 
Stanley C. Craven, Chief. Wood Container Section 
Phillip Garland, Chief, Western Softwood Plywood Section 
Richard Williams, attorney, Lumber Branch 
Dante Galotta, attorney, Lumber Branch 
Carlton Diskin, division counsel 
W. R. Morendino, Office of Enforcement 
W. R. Thomas, Office for Advisory Committees 
Reuel Moore, Office of Information 

The following invited nonmembers were present : 

Richard D. Behm, Lumber and Wood Products Division, National Production 

Authority 
Thomas C. Mason, Lumber and Wood Products Division, National Production 

Authority 
J. Hurder, Wood Container Branch, Container and Packaging Division, Nationa 

Production Authority 

The agenda of this meeting were prepared by the Office of Price Stabilization 
and approved by Mr. W. R. Thomas, a member of the Government, and business 
specialist of the Office for Advisory Committees. 

Mr. W. R. Thomas explained the duties and responsibilities of the Committee 
ind declared its functions to be of an advisory nature only and that activities 
shall be confined to the providing of information, advice, and recommendations 


i) 1. pt 1 
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The members, he continued, have no authority to make decisions or exercise a) 
authority residing in Government representatives, or to act independently 

any manner whatsoever. All meetings must be at the call and under the direct 

of a full-time Government official, and be held in Government buildings in Was 
ington, D. C., unless authorization to the contrary is given by the Director 

Price Stabilization, 

Mr. William S. Ingram, Acting Director of the Forest) Products Divisi 
after having made introductions, explained briefly the purpose of this meetil 
In explaining the bigh lights of GCPR he pointed out that it may not se 
pleasant for any industry to be burdened with restrictions and controls: he 
ever, it is the responsibility of the Committee to lend such advice and assista: 
us will render a critical situation more comfortable to endure. Ele pointed « 
that National Production Authority representatives were invited to join in 
discussion so that any such problems as may be pertinent to them might 
resolved concurrently 

LOGS AND STUMPAGI 


Members of the committee said that logs can be controlled only if strict grad 
rules prevail, as they do in several west coust areas. They maintained that 
such rules exist elsewhere and that without them it is impossible to determin: 
equitable price ceilings, Members recommended, therefore, that all logs | 
decontrotied, and that controls be placed on the end products. Governme: 


officials pointed out, however, that, because the use of logs is so diversified 


. 


one manufacturer is willing to pay a higher price to get the logs, others wil 
forced to compete by paying a still higher price; and so on, uutil the entire pric 
structure is out of line. For this reason, the Government officials said, some 
basis must be found from which to control. 

The members agreed that it would be a physical impossibility to place ai 
equitable control on stumpage. A great portion of the stumpage, they declared, 
is purchased directly from individual farmers, who are in position to accept any 
offer or charge any price they choose. In order to prove price violations, the 
members maintained that the Office of Price Stabilization would have to employ 
unoarmy of investigators qualified to grade stumpage. They agreed, howeve 
that stumpage has generally maintained a fair price level, and for that reason 
need not be controlled 


IMPORTED LOGS 


The members who represented the firms using imported logs said that they are 
net currently pieading a hardship case because they are still drawing from 
of lower-priced logs. They felt, however, that the price of these 


their stock 
imported logs is scheduled to rise tremendously and unless this high price rise cat 
be reflected in their future sale prices, it will impose a considerable hardship « 
them 

COMMERCIAL VENEERS 


The Chairman pointed out that an equitable ceiling price should be determined 
Which will be in conformity not only with industry's over-all requirements 
aiso from the standpoint of NPA allocations. The members asserted that 
siderable production of wire bound containers was curtailed in the last wat 
because of the shortage of veneer. It Was brought out that there is apparen 
a disparity in price between the material used in the wire-bound industry, and 
similar material used in plywood. 

Members of the industry felt that commercial veneers, which are used fo 
boxes, containers, centers, and rough plywood, could be regulated by dollars a1 
cents pricing. Most of the representatives felt that the old OPA Regulat 
No. OOS might be used as a basis from which to formulate a tailored regulatis 
for determining price ceilings om common grades of commercial veneers, A 
industry members, except the importers, seemed to agree that the GCPR ceiling 


are satisfactory for the time being 
FANCY FACED VENEERS 
Industry representatives pointed out that faney-faced veneers were not cor 


trolled in the last war and they could conceive of no equitable method where 
they might be controlled, as no two companies agree on their value. This tyy 


of veneer is an artistic product, judged for value in a singular miainner because 


such determining facto aus texture of wood, Cesign, method of manufactur 
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Its use on pianos, television sets, furniture, and fine door 


position of Knots, ete, 
: is priced according to quality 


paneling demands that it be sold by samples and it i 


nd appearance. 
ZONES 


Most members were averse to zone pricing, as established under OPA. The 
presentatives from the Southern States, especially, felt that they should no 
liscriminated against by zone pricing, as their piants, they said, are equally 
they have high shipping costs; and they are faced with higher increas 


t 


neMbern: 

lInbor Costs, 

RECOM MENDATIONS 

i) Members were almost Unanimously agreed that the GCPR was readily 
orceable in their industry, and recommended that they be kept under it 
”) Members agreed to study the feasibility of redrafiinge the old OPA Regula 
n No. 55S and submit their individual recomendations thereon 
}) It was recommended that a task 


‘ 


omimittee be appointed for 1 
ehnocer pre hy 


HiSSiS 


resolving the grading problem and tl anc maple 
the ald of the recommendation i ! 


lored regulation for the industry 


be determined later. 


Orrick OF PRick STABILIZATION 
PULPWoop CONSUMERS’ INDUSTRY AND 2 


the Ontlice af j l r Visers Cor 


At the time of this meeting, 
Initfees was not adequately staffed Sumtnart ink therefore 


been grenutiy delayed in preparation and 


Transm 


Northeast Pulpwood Consumers’ Industry Advisory Comiunittee, forn 
Director of the Otfiee of Price Stabilization under the authorization 
‘fense Production Act of 1950 (Public Law 774, Sist Cong.) in) the manr 
out in Price Procedural Regulation No. 2 of February 7, 1951. and Offices 
e Stabilization Administrative Order 21 of Mareh 12. 1951. met upon 
of the Director in Washington, ID. C.. on March 27 a 2s, 1951 
Che meeting was called to order by Rufus I. Worrell, Ch: ridath, 
Chief of the Pulp, Paper 


epre 
of the Director ol Price Stabilizatic h the 

perboard Branch 

he following members were present! 


liam Hilton, Great Northern Paper Co., 201 Devons 
wood department, Gxford Paper ¢ 


re Street, Boston 
R. Drummond, general manager, 
ark Avenne, New York 17, N. Y 


iwrence J. Kugelman, assistant manager, departme 


nt of woodlands. Ir 
onal Paper Co., 220 East Forty-second Street, New York 17. N. ¥ 
rl A. Swenning, executive assistant, Hollingsworth & Whitney Co... Mobile. 
uis J. Freedman, Penobscot Chemical Fibre Co... Great Works, Maine 
. O. Ebrhart, New York & Penn Co., Johnsburg, P: 
Frank E. Pearson, Eastern Pulpwood Co., Calais, Maine 
Vv. J. Bailey, West Virginia Pulp & Paper Co., 230 Park Avenue 
(. MacAdam, pulpwood anager, Champion-Liternations 
\luss 
W. Blandy, American Wood Board Co., Sel 
ink (. Ash, president, Oswego Falls Corp., 
The following meinber was absent: Lym 
(‘o.. Ine., Glens Falls, N. Y. 
Phe following Ih} Inibers of the Office 
in D. Mylrea 
Walter J. Damtoft, Assistant Director Forest Product 
wufus T. Worrell, Chief, Pulp, Paper and Paperboard Bria: 
1. Walsh, Assistant Chief, Pulp. Paper and Papert 
I. Diskin 
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Harrison Daysh 

John H. Vogel, economist 

Reuel Moore, Office of Information 

«. @. Brown 

H. C. Waldo 

Miss Laurie Mae Streeter, Office of Enforcement 

The following invited nonmember was present: Mr. Collett, National Pro- 
duction Authority. 

Mr. Walter R. Moulton of the Office of Industry Advisory Committees, ; 
plained the duties and responsibilities of the Committee and declared its functi 
to be of an advisory nature only and that activities shall be confined to 
providing of information, advice, and recommendations. The members, 
continued, have no authority to make decisions or exercise any authority residi 
in Government representatives, or to act independently in any manner w! 
soever. All meetings must be at the cal! and under the direction of a full-tir 
diovernment official, and be held in Government buildings in Washington, D. C., 
less authorization to the contrary is given by the Director of Price Stabilizat 

The meeting was called to order by Mr. Worrell, who soon thereafter, tur 
it over to Mr. C. O. Brown. 

A mimeographed set of proposals was furnished each member of the Advis: 
(ommittee to serve as a basis for discussion. These proposals included spe 
dollars and cents ceiling for pulpwood, covering three specific and independ 
zones, The system of pricing, which was shown in the proposal, followed 
general pattern under RMPR 361. The proposed new zones were outlined 
well as definitions for the 1,000 cord men, dealers, and brokers; the detinit 
of the term “roadside”: the definition of the term “consumer,” whieh inelud: 
wholly owned subsidiaries of Consumers; and the proposed allowances 
commissions for middlemen. 

With this data to criticize, the problem of price was first discussed. In xs 
eral, the representatives from the State of Maine approved the price set-up 
roudside for the State of Maine with minor exceptions. The changes, wh 
this group recommended, increased the proposed price on hemlock, poplar, nort 
ern hardwoods, and pine; and left spruce exactly as presented. Minor chan 
were also proposed in the schedule of f. o. bo car and delivered prices, reflectine 
the changes made at roadside. The proposal, however, to set the price of pul; 
wood delivered to mill by truck within a distance of 15 miles to the mill a 
differential of 25 cents above the appropriate delivered f. o. bo car price was 1 
venerally accepted. The majority of the Maine group recommended 2 that 
ferential over the f. 0. b. car price for all pulpwood delivered to the mill 
truck, regardless of where the shipment originated. There was a differenc 
opinion expressed by one or two members from the Maine group. 

There was no one on the Advisory Committee representing the State of New 
Hampshire; but other representatives who take wood out of the State of New 
Hampshire commented on the New Hampshire prices Almost without exce 
tion, the proposals which were given the committee members were accept: 
without change. Mr. MacAdam felt the rough hardwood price at roadside w 
teo high and the peeled hardwood price was too low. 

The arrangement giving differentials for delivery ‘was acceptable, except 1) 
one of the Committee members stated that the same differentials should 
paid in trucking to car as in trucking to mill. 

The prices generally outlined for New York were considered to be too lo’ 
except for spruce and fir. Discussion centered around delivered to mill. Tru 
ing allowances caused some discussion. It was felt that roadside and «: 
prices should also be listed under the new ceilings. 

The matter of zones was next discussed. It was unanimously recommen«s 
that Maine should be a single zone. The zone proposed for Vermont met w 
considerable criticism. The majority of the members of the Committee reco 
mended using the zones outlined under RMPR 361, separating southern Vermo) 
from the rest of Vermont as the line to use in the new order. Zones for New 
Hampshire were discussed. This was generally considered to be inadvisable 
The zoning of New York was discussed at length. Some members felt that 
Adirondacks should be separated from the remainder of the State with a sout! 
ern tier of counties in New York, being separate and apart from the other 
zones in New York. 

In the States of New Hampshire, Vermont, and New York the truckin: diffs 
ential was considered satisfactory and a necessity. The only problem was t 
marczin which shonld be allowed for truckmen and the fact that rates 
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had been approved by I. C. C. in some instances were currently being revised 

pward, The members of the Committee were emphatic in stating that truck- 
men Should be allowed sufficient margins to permit them to keep their trucks 

| the roads and not force the companies into the trucking business. The pro- 
wsal for trucking allowances was discussed and there was little adverse 
omment, 

The matter of commissions was discussed. This was somewhat of a con- 
troversial issue. It was recommended that the term “broker” not be considered 
but that the 1,000 cord men and the dealers were legitimate middle men and 
rovisions should be made to continue their services. There was considerable 
discussion, however, regarding the actual cordage to be handled by these indi- 

luals and the allowance to be provided for them. Under RMPR 861, a middle 
man was a person who sold to a consumer a minimum of 1.000 cords of wood 
nnually. This reacted violently against many operators who handled more 

n 1,000 cords of wood annually and who normally purchased wood for resale 
rom people who operated 1,000 cords of wood a year as individuals. In general, 
Sl per cord was recommended as sufficient compensation for a person selling 
from 750 to 1,000 cords of wood annually and not more than $1.75 a cord for 

rsons handling amounts of wood over 5,000 cords a year. There was no 

iimous opinion expressed as to the actual amounts to be paid or the actual 
rds to be used in qualifying for either margins or commissions. 

The problem of handling wind-blown timber resulting from the hurricane of 
050 was discussed at length. The proposal made by this Office to permit 

ment of not in excess of S38 per cord to producers who could demonstrate 

need for additional payments was considered by the Committee and no 
pposition Was expressed. In fact, several members of the New York group felt 
it this might solve the problem of getting considerable quantities of wind- 
own timber salvaged. ; 

The problem of special highway taxes and fees covering use of toll bridges 
nd ferries was discussed. The approach to this problem, as presented by this 
Oilice, met with the general approval of the Committee. 

Throughout the 2-day session, one problem which continually arose and which 
the members of the Advisory Committee felt was most important was the prices 
being paid currently in Brunswick for pulpwood destined both for use in mills in 
Canada and for export. Regarding the use of Canadian woodsmen in our own 
domestic logging operations, they stated time and again that any prices which 
tuade it more attractive for Canadian woodsmen to remain in Canada would 
create additional pressure in the United States on any pulpwood ceilings which 
might be issued. They stated that this matter would have to be correlated with 
wage stabilization to enable domestic operators to pay wages commensurate with 
vages on similar Canadian operations. 

Stumpage was also discussed. It was stated by representatives of this Office 

t for the time being stumpace was considered to be exempt from the coverage 

the general ceiling-price regulation and that it would be allowed to find its 
own level, 

Mr. Gotpsrern. Thank you, Mr. Chairman. 

Mr. DiSauie. I would like permission to submit a memorandum 
to the subcommittee covering our practices with reference to basing 
points and zones,” 

Mr. Winus. I think that would be most helpful. 

The CHamman. We will be very glad to have it. 

Mr. Wituis. And I think your attorney should collaborate on that 
because he is supposed to be the adviser. 

The Cratmran. Do vou think we ought to address a communica- 

on to the Attorney General asking for his advice on this? 

Mr. Wiuuts. I think it should be mutual. After all. he is the ad- 
viser. Tf all these problems are handled by the Attorney General—— 

Mr. DiSauur. I would like to make a distinction there. The At- 
torney General has supervision and direction over litigation. We 
lave our own legal counsel. 

The Crarrman. He wants both. 


See letter August 11. 1951, from Mr. DiSalle. appendix. 
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Mr. Wiiuts. [ want to relieve you of the embarrassment if y 
felt what you said would have to be approved by the Attorney G. 
eral. If you felt it should be approved and have it approved— 

The Cnarrman. Mr. DiSalle, as I know, the cases—and the me 
bers of the subcommittee will check me if lam wrong—a zoning s 
tem if it has been arrived at by agreement by members of the indust: 
that is ipso facto unlawful. 

Mr. DiSatir. There is no such practice arrived at by agreemen 
amongst the members of the committee. We issue the regulation 
We m: ake the decisions. 

The Cuairman. Well, if for example, historically there has be 
an agreement amongst the members of an industry involving a zoning 
system, and you know that, and if vou perpetuate that zoning system 
as far as your ceilings are concerned, I wonder whether you are doing 
something which is right or whether you are doing something whic! 
is wrong. 

Mr. Witson. My opinion of that is so long as it is based upon 
extra freight charge, it is not illegal. 

Mr. DiSauie. Actual freight charges. 

Mr. Witson. An extra charge for transportation 

The Crratrman. No: that is a little different. This is the zoning 
system as such, zones as such, zones dividing the whole country. 

Mr. Keatine. This is apart from any basing point. 

The Crarmman. Aside from the basing point. Leave the basing 
point out. 

Mr. Wtisonx. So long as it is based upon extra cost of transporta- 
tion, it is not illegal. 

Mr. Witauis. I think the chairman is speaking of the situation where 
a zone is created and an agreement is had among the shippers 
that zone that the price shall be the same wherever the shippers ary 
located. That, of course, is the kind of zoning system that is barred, 
and of course, that is not the kind of zoning system the gentlema: 
from Texas is talking about. 

Mr. Bryson. Which has always militated against the gentlema: 
from Texas’ section and my section. 

The Cuarrman. In any event, we will live the benefit of vour opin 

from your counsel and we will get the benefit of an opinion fre 
the Attorney General. 

Mr. DiSauur. That is right. 

Mr. Goupsrrin. Passing to another problem, sir, T would like t: 
have, Mr. Chairman, if T may, accepted but not printed in the record 
the draft of an order related to gasolines, naphthas, fuel oils, and liqu: 
fied petroleum gases, which regulation if it had been promulgated 
would have allowed a wagon seller of such products to determine cei! 
ing prices by using the ceiling tank wagon price of the Office of Pri 
Stabilization’s own designated tank wagon seller in his marketir 
territory. 

According to this draft regulation, the named sellers on which wer 
to be based the ceiling prices of competitors were—it is a rather “te 4 
list and T will not read it in its entirety, but as an example. for tli 
subcommittee’s information, in Alabama it was to be the Standa: 
1 Co. of Kentucky: in Arizona, the Standard Oil Co. of California: 

Arkar AS, Esso Standard Oil Co.: North Dakota was to be t 
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Standard Oil Co. of Indiana. ‘This is merely a sample of the entire 
list which I have asked be accepted for the record. 

(The document above referred to will be found in the subcommittee 
files.) 

Mr. Goupsrerxn. Was this regulation ever adopted, Mr. Disalle / 

Mr. DiSauue. What regulation is it? Does it have a number / 

Mi. Gotpsrers. Would you show that to Mr. DiSalle, Mr. Walden. 

Mr. DiSALie. No: I do hot believe the regulation has been issued. 

Mr. Goupsrern. Could you tell us why it was not issued, sir / 

Mr. DiSauie. No; [could not tell you why it was not. 

Mr. Goupsrern. Would it be correct to state that the Attorney Gen- 
eral felt that the issuance of this regulation would be in violation of 
the practices established under the antitrust laws and therefore be 
advised that it should not be issued. 

Mr. DiSauue. | would not know. 

Mr. Goupstein. IT might say that the subcommittee staff has been so 
informed by representatives of your office. If that is an incorrect 
assertion, | wonder if the chairman will permit that it be clarified for 
the record. 

The CuatrMan. That is permitted. Will you have your staff check 
on that. Mr. DiSalle ¢ 

Mr. DiSauie. Yes, you will. I hope that it is so.’ 

Mr. Gowpsreix. Along that line, sir, I direct your attention to, for 
instance, the Resale Merchant Trade Steel Products Committee meet 
ing of April 15—it states that for a base price it was generally agreed 
that each company would use its price from its largest supplier. In 
the case of wrought iron the resale price would be the same as that 
published by A.M. divers, Do vou gmeett if that practice Was as a 
matter of fact along the historic method conformed to in OPS regula 
tions / 

Mr. DiSauce. IT would not know. I do not vet into these regula 
tions sometimes until they are ready for issuance, and then we then 
review them In Committee and take our decisions as to whether they 
should be issued or not. 

Mr. Goupsrein, Let me ask you this. If there is a practice within 
the industry to maintain prices along the lines of a particular-named 
seller, woul 1 thot tvpe of pract! we be retamed or conformed toin OPS 
re vuls itions ¢ 

Mr. DISALLE. No: I would not beheve =O, We do have a proce- 
dure for establishing resale prices of brand name items under section 
i of ening Price Regulation No. i. 

Mr. Goupsrerm. T take it your answer would apply to the sugges 
tion made at the Gumming Lidustrs Advisory Subcommittee meet he 
of June 1. where the recommendation was that the Dennison Manu 
facturing Co.'s price list for gummed paper be used as a general guide 

writ ing a tailored order for the industry. 

Mr. DiSauice. No: I do not think that that practice would be fol 
lowed, 

Mr. CZOLDSTEIN. Alon ur | hat line, Mr. ( ‘hai adi. would like to have 
wcepted for the record 

Phe Cuaimman. At such an advisory committee meeting 

ti your representatives present, did Vou not 4 


Se tter A 





790 STUDY OF MONOPOLY POWER 


Mr. DiSaure. At least one. There are usually four or five peop|: 
present. We usually have an attorney, an economist, a representaty 
of the enforcement office, business analyst, a chairman of the meetin, 

The Cramman. And in all likelihood, L presume the represents 
tives of your office would know your policy and they would frown o 
anything like that. 

Mr. DiSauie. That is right. 

Mr. Gorpstrein. At this point, Mr. Chairman, 1 would like to read 
into the record section 6 of the General Ceiling Price Regulation o| 
January 26, 1951. 

The Croatrman. Proceed. 

Mr. GOLpsTEIN (reading) : 


Exninit No. ST 


Sec. 6. Ceiling prices for commodities, new categories for new services and 
for new sellers. 

A. If you are pricing a commodity which is in a different category from any 
dealt in by you during the base period or if you were selling a service whic 
has not been priced under section 3, your ceiling price is the same as the ceiling 
price of your most closely competitive seller of the saine class selling the same 
commodity or service to the same class of purchaser 


Now with regard to that section which I have just read, I wonder 
if you would agree with Mr. Ingram, who is Acting Chief of the 
Forest Products Division, who stated on June 8th that any dealer 
who had not sold a commodity during the base period is required by 
law to take a competitor’s price. Is that a fair statement ? 

Mr. DrSatir. I think that Mr. Ingram just had a slip of the tongue 
there. What he meant to say was that his ceiling price would be that 


of his closest competitor. 

Mr. Goupstrern. Ceiling price ? 

Mr. DiSauie. Ceiling price. 

Mr. Keatine. He did not have to take it. 

Mr. DiSatir. That is right: he could sell at anything below that 
price. 

Mr. Goupsrern. But, in finding out what his ceiling is, he would 
have to find out what his closest competitor’s ceiling was in order not 
to violate the law? 

Mr. DiSauir. If he had no wavy of finding out, he could apply to 
us and we would establish a price. 

Mr. Goupstern. So, he is required to take for himself at least, 
under that regulation, the ceiling price established by his nearest 
competitor. 

Mr. DISALur. The ceiling price, but he does not have to charge 
that price. 

Mr. Gotpsteixn. No, but in order to avoid violation of OPS regula 
tion he would have to know what the nearest price was in order to 
establish the ceiling. 

Mr. DiSatie. That is right. 

Mr. Keatirne. But. if he could not get that, he could come to you 
and ask you to establish a ceiling price for it. 

Mr. DiSatie. That is right, if it was not possible for him to de 
termine the price any other way. 

Mr. (VOLDSTEIN, Mr. Keating's remarks, sir, would then be in line— 
would they not—with Mr. Creaser’s statement at the wool waste 
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materials dealers’ meeting of May 3, where he points it out, and I 
quote from the minutes: 

Mr. Creaser felt some provision should be made for the new dealer or an 
old dealer with a new stock which had no APM. ‘The last time the dealer had 
to call up his nearest competitor to get his AIM, and in frequent cases it was 
not forthcoming. 

Mr. Keatine. That is the first protection I have ever seen for an 
old dealer. 

The Cuatrman. What about a fair dealer / 

Mr. Goutpsre1n. Now, sir, in regard to Mr. Creaser’s statement, as 
to section 6 itself, is it fair for us to infer “tomy when one is selling 
a new article and he does not have a ceiling, that, barring coming to 
you, he would have to go to his nearest competitor in order to find 
out What was happening? 

Mr. DiSauie. When you say “go to your nearest competitor,” it 
does not actually mean that you must go in and ask him for his price. 
I do not suppose any of those prices are secret. I suppose, if you are 
dealing in a certain industry, that you certainly know what your 
competitor’s prices are, what he is quoting items at ? 

Pg GoLpsrEin. Now, with regard to your press release of April 

, 1951, regarding the Proprietary Drug Industry Advisory Com- 
mittee meeting, it states that members of the proprietary drug meet- 
ing said it is customary to sell their products against fixed retail prices 
generally fair-traded, and that this should be taken into account in 
any regulations covering the distribution and resale of their products. 

In fixing the maximum prices, does OPS take into account the 
efforts of producers to control the re tail price of their commodity ¢ 

Mr. DiSauue. Do we take that into consideration / 

Mr. Goupsrein. Yes, sir. 

Mr. DiSautie. Yes: we might take it into consideration, but that 
would not necessarily govern our regulations. 

Mr. Gotpstrern. So that you would not necessarily approve a price 
suggested by a supplier for a wholesaler or a retailer / 

Mr. DiSauie. That is right. You see, I find myself quite at a loss 
here because It was not too long ago we were before the Senate Bank- 
ing and Currency Committee and we were being admonished for not 
consulting the industry advisory committees enough. 

Mr. Goupsrein. Sir, there has been no intention in my questioning 
to characterize in any Way properly or arenes the consultation of 
industry advisory committees. L think this subcommittee’s staff's in- 
tention is to find out just how prices are arrived at and to what extent 
they may or may not affect the antitrust laws and the growth of monop- 
oly power, 

Mr. DiSauie. The subcommittee staff has a standing invitation to 
conre over any time. We will be glad to spend some time with them on 
it. 

Mr. Goipsrrire. We appreciate that, sir 

Now at the Wrapping Paper Merchants Ad\ Isory Committee meet- 
ing of June the Sth, it was stated: 

The committee pointed out that both OPA Regulations MPR—400 and MPR 
O40 were completely tailored, spelled out grades covered and ceiling mark-ups 
for bracket pricing. However, due to FTC pressure and increased costs, each 
Inerchant at present is operating under his own mark-up system, so that a 
geocraphical mark-up breakdown would be necessary unless a fairly general 
mark-up formula could be used similar to that in SR-ZY and using General 


Ceiling Price Regulation base period 
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Now my question is whether or not the adoption by the OPS of 
a spelled-out mark-up system for merchants might abrogate the ef- 
fects of FTC pressure in requirements that each merchant operate 
under his own mark-up system. 

Mr. DiSauie. Under CPR-7 we have two different approaches 
We use the margin approach where it is customary in that particular 
segment of business, but we may furnish mark-ups where we know 
What the mark- ups have been, where we know the historical pattern, 

Under CPR-7, which is a retail regulation covering mostly de 
partment stores, retail stores, we permit them to use their own mark 
upsor mark-ups as they existed as of a specilic date. 

Under the grocery regulation—I think that is os 16 we 
furnish the percentage mark — that could be apphed to e tem 

Mr. Goupsrein. Thank vou, 

Mr. Srevens. Mr. © wh sahag nigh I ask one question on the zone 
pric ing problem—a hypothetical question to poem up the pore blem 
that apparently is involved in all of this. 

I was just wondering if, assuming a zone pricing system, a basing 


point system, or any kind of system whatever is one that vour staff 
and your experts have decided is the best way to regulate prices, say 


for reasons of enforcement or of fairness to the consumers or any 
number of reasons, it might all add up to. say, a basing-point system 
as the best way. in your judgment, to regulate prices in an industry. 

Then say vou also find that if that system were adopted by private 
agreement it would be illegal; it would be an illegal system if it were 
not to be imposed by regulation. What would you do in that situa- 
tion? 

In other words. assume it would be illegal without a regulation 
still it is the best possible system? I think that is at the back 
this. 

The CuatrmMan. That is what I was driving at. 

Mr. DiSauie. I doubt that a regulation issued by our office 
lishing maximum ceiling prices would be illegal. 

Mr. Stevens. I did not mean to suggest that. I do not see how a 
regulation could be illegal. It is. of course, the agreement wit! 
out the regulation that would be illegal. 

Mr. DirSauue. That is right. 

Mr. Srevens. Assuming you had something that would be 
without a regulation, but then vou think it is a good way to fix ceiling 
prices. Would you refuse to fix ceiling prices on that basis becanse 
if vou did not do it, there would be a violation of the antitrust laws 

Mr. DiSauxe. I do not think that we would. 

Mr. Wiuuts. Let me ask counsel his opinion on the legality or ille 
gality. under the Defense Production Act of 1950. which we are just 
now fixing to renew and have not renewed—whether a — on 
issued by Mr. DiSalle. under the circumstances you have rel; ated, 
assuming that it would be to the eood of the industry or the 
sumer, would violate the Defense Production Act / 

Is there any proy ision in the aet / I confess I do not know if thet 
is. Do you know whether it would violate the act / 

Mr. Srrevens. I think not. Mr. Congressman. 

The Cramman. For example, the Attorney General would not 
to be bound by the regulation issued hy OPS One departmen 
necessarily bound by another. 


illegal! 
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I can give you an expe rience 1 had not so many years ago in a case 
where the C ommodity Credit C orpor: ation sanctioned a certain price 
structure and the particular industry abided by what the Commodity 
Credit Corporation did. 

Subsequently the Antitrust Division of the Department of Justice 
wanted to indict them before the grand jury for having followed what 

the Commodity Credit Corporation authorized them to do, and the 
Department of Justice said they were not bound by what the Com 
modity Credit Corporation said. 

I take it then, according to what Mr. DiSalle says, 

oint, some zoning system practice which was illegal was drawn into 
regulations and given approval by such regulations, I do not think 

hat would bind the Department of Justice. They could still bring an 
itrust suit against that group. 

Mr. DiSauur. I think the test would be whether the agreement wa: 

e that was illegal in its inception, whether it was an agreement that 
vas entered into by the members of the committee in an attempt t 

tentionally violate the antitrust laws. Of cours 

ould be clearly illegal. 

Phe CHarrManx. You have answered the questio You would 
put into effect the regulation which vou felt would b illegal. 

Mr. DiSautie. That is right. 

Mr. MceCunpvocn. LT should like to ask a question 3 
the basic purview of this act it is contemplated that 

hich but for the act would have been basically 


if some basing 


ef 
The Croairman. In agreements like this, they 
e consent of the Attorney General and the FTC 
Mr. MceCunnocn. That is right. 
The Cuatrman. Give the approval. 
Mr. MceCuns.ocn. That is right, but it Is spell 
many things that would be unlawful but fer the statutory 
val even though they would otherwise be utterly unlawful. 
The CHarmman. We are talking about voluntary agreeme 
to basing points, voluntary agreements as te zone systems, 
Mr. MeCunpocu. Lf they have been appr eu 
nk there is nothing wrong with them. 
The CHamman. That is 
vet the approvs al of the 


nt forward and issued the regulation 


ink then the ( PS would ly doing something 


? t 


] 


ing that if vou did 


ria@ht, but we are savi 
uv Aiton cs (renera and then the OPS 
based upon what may be 
gal arrangements, I th 

a offends, but Mr. DiSaile Says he woul 1 not do that. 
Mr. Stevens. Mr. Chairman, just to point up and simplify this a 
tie bit. perhaps if we do not cons} “a basi lie g poin ts, for ‘a moment— 
say 10 members of an Industry h: ced a price at SLO. for what 
rarticle they were selling that. | clearh agree 
| SUpPpos e. 

supposing, not knowing about t. the OPS put 
L | Cc reonlation that set S10 as the ce I cv, not Slippose 
ple who hac not nical been party to the ree] ent—the 11t} 


» viol 


ivth sellers—if they sold at S10. they wou 
antitrust laws, 


Phe Ciamman. T should not think so. 
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Mr. Srevens. I suppose that in that case the Office of Price Stabi 
zation would be adopting a price which had been illegally fixed before 
the regulation was put into effect. 

Mr. Goopwin. They might do it unwittingly. 

Mr. Srevens. I thought Mr. DiSalle answered it in a different way 
Assuming that situation, leaving out the basing point, assuming the 
did conclude that $10 was the fair ceiling price, and they found out 
there had been an illegal agreement fixing $10 as a price, then LT was 
wondering whether the fact that some producers had reached an il |i 
gal agreement would foreclose you from putting into effect what you 
thought would be a fair price. 

Mr. DiSavue. Not if it was fair and equitable, I don’t see how we 
could be estopped from fixing the price, especially if it would create a 
hardship in the industry. 

The Cramman. I think that is just common sense. 

Mr. DiSaure. Certainly. 

Mr. Srevens. That would also be true, even if the system mighit 
have involved an illegal agreement to use the zone system, if you 
believed the zone system was the best price, you might still feel that 
it was appropriate to use it? 

Mr. DrSatve. That is right. We have taken the prices as we found 
them. We do not go into the question of how those prices were arrived 
at. We do go into the question of whether those price are fair and 
equitable, generally fair and equitable, and then establish ceiling 
prices according to the several methods that we have. It might be a 
dollars-and-cents approach; it might be a margin approach; it might 
be a mark-up approach; but, certainly, I don’t see where we would have 
the time or the duty or the obligation to attempt to go into each indi 
vidual industry and find out how their pricing practices were devel- 
oped. 

Mr. Gotpstrein. Can we take that one step further, putting aside 
the question of illegal practice. If we assume, on the basis of the 
Cement case and on the basis of the subcommittee’s report on news 
print, that certain types of practices tend toward monopoly or tend 
to create situations that are in violation of the antitrust law, as a 
result of Government actions such as those of OPA and NRA, is it your 
idea that the OPS would also put into regulation form that type of 
practice which has historically been. considered fertile ground for 
antitrust law violations ? 

Mr. DiSauite. No, sir. If we discovered that that is what it was. 

Mr. Gonpstern. In other words, if in your view the Cement case 
goes so far as to include the basing-point problem, you would find 
that a basing-point system is one that you would promulgate ? 

Mr. DrSauyte. That is right, as I said before. However, we stil! 
only establish ceiling prices. 

Mr. Gotpstrix. That is understood. 

Mr. DiSarpte. We establish the maximum price. 

Mr. Goupsrers. As a practical matter, people are selling at the 
ceiling / 

Mr. DiSauvie. Yes, and in a good many cases they are selling below 
our ceilings. 

Mr. Goupstein. That isright. So, the word “ceiling,” has no magic: 
it may be the actual practice which might be concerned in any par 
ticular case / , 
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Mr. DiSauie. It might be, and it might be the condition of the 
market at the particular time. All of the items may be selling at 
ceiling in February, and in March they might be all selling below 
the ceiling at varying prices, . 

Mr. Goutpstern. I do not mean to imply that only a single factor is 
‘involved, but it is a combination of factors which may or may not 
lead to the growth of monopoly power. . 

Mr. Wits. Let me suggest that, in your very first quarter freezing 
individual prices in the period December 19 to January 25, that was 
on the basis of what? 

Mr. DiSa.ie. The highest price they sold for. 

Mr. Wituts. And, of course, at that time—let’s be frank about i 
was hitting the ceiling and reaching the maximum. 

Now, it may well be that thereby, by virtue of your very first regu 
iation, you froze many unlawful prices that vou knew nothing about 
and could not possibly know anything about, in the sense that some 
of those prices that you froze may have been originally the results 
of illegal agreements; between certain segments of our economy, 

Mr. DiSatve. That is right; there is no question about that. 

Mr. Wituis. Does that make your first regulation illegal ¢ 

Mr. DiSatie. Of course not. For example, during the base 
period— 

Mr. Winuts. Don't misunderstand me. I probably have the strong 
est feeling, or at least no less strong feeling, than anybody on this 
subcommittee with regard to zoning and basing point systems. That 
is why I am particularly interested in the OPS not being used 
asa medium to make lawful these systems as you go along, and setting 
individual prices here and there for various segments of our economy. 
You should be careful not to perpetuate practices that are illegal, 
and that is why I would like to have your memorandum—and I hope 
the Attorney General will give us one, too—as to how that problem, 
which 1s very intricate, can be handled in your Department.” 

Mr. DiSauye. As an example of how prices might have been caught 
ina very distorted position during that base period, there was a gray 
market set up in steel when we froze their prices at the highest selling 
price in the period between December 19th and January 25th, anc 
that became the ceiling price for that particular seller. 

And that is what we have been doing since, examining each industry 
in an attempt to reduce prices. 

You see, I am becoming very shy of the word “roll-back” these 
days. This was in an effort to reduce prices to what we felt would 
be a fair price. 

Mr. Witus. And I do hope that you can devise a way not to set 
as your pattern the placing of a stamp of approval on the basing 
point system and zoning system, as such, indiscriminately. 

I am very curious, I will repeat, to see what you have to say about 
what policy you take. Frankly, I am at a loss as to how you can 
accomplish it. % 

Mr. DrSatie. Yes, sir. 

Mr. Gotpstrrn. May I go on, Mr. Chairman? 


** See letter August 11, 1951, from Mr. DiSalle, appendix, infra, p. 10: 
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The Cuatrman. Yes, sir. 

Mr. Gotpsrein. Mr. DiSalle, we will get to the advisory committees, 
to this point that you referred to earlier. Is it correct that you are 
aware of the two communications from the Department of Justici 
addressed to the various defense agencies, one of October 19, 1950. 
and a subsequent one on March 15, 1951, in which they set forth 
their suggestions for minimum standards and the conduct of advisory 
committee meetings, for the purpose of protecting participants fro 
violating the antitrust law ¢ 

Mr. DtSatie, That is right. And we are abiding by the letters 
of the Attorney General to the letter. 

Mr. Goupstern. One of those requirements, 1 believe, is that fi 
and complete minutes be kept of each meeting; is that right ¢ 

Mr. Disautir. That is right. 

Mr. Gotpstern. T would like to hand you two sets of minutes, o 
bemg of the afternoon session of the April 16 meeting of the fre 
and frozen fish industry meeting, which lasted approximately 2 hou 
and the other being the minutes of the meet ing of the Writing Pay ‘ 
and Certain Other Fine Papers Committee, that meeting being lu 
on May 24. 

Now, approximately how many pages are involved in the minut 
of the frozen and fresh-fish meeting, a 2-hour meeting / 

Mr. DiSauue. Fifty-three pages. 

Mr. Gotpstern. Then there is the meeting which was held on May 
Y4 for the Writing Paper and Certain Other Fine Papers Industry 
Advisory Committee. How large is that? 

Mr. DiSatue. It is about a page and a half. 

Mr. GotpstrErn. And in terms of lines of material. aside from that 


relating to the persons present, and the agenda, approximately whiat 
portion or fraction of a page is involved in the text as regards the 
writing paper meeting ¢ 

Mr. DiSarte. There are two paragraphs there. 

Mr. Goupsrretn. So, for the meeting of May 24, you have two par 
graphs, and for the meeting of April 16, a 2-hour meeting, you have 


3} pages. 

Mr. DrSaurie. Well, it may be that the paper committee was mor 
susceptible to the shortage of paper. 

Mr. Goipstern. Well, do vou think that that would be a fair rep 
resentation of the adequate keeping of minutes, full and complet 
minutes ? 

Mr. Disau.e. I certainly would not say that the length of thi 
minutes would be any eriteria as to what transpired at the meeting 
that would be worth recording. 

Mr. Goupsteixn. Well, we are going on to the method for handling 
minutes. We come to the meeting of the Rice Milling Industr 
Advisory Committee, February 15 and 16. You wili be handed that 
document. in which it states: 

The office of Industry Advisory Committees will supply copies of the minuté 
prepared in this fistance by Messrs. Reid, Creech & Brinkley, and related do 
ments to the Director of Price Stabilization, the Government representat 
duly assicned to the committee, and members of the committee. 

Now, looking at the attendance list it appears that Mr. Brink! 
was a member, and Mr. Creech and Mr. Reid were there by invitati: 
of the Director. 
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Now, my question is, sir, whether it is customary to have members 
of advisory committees, or persons invited to attend meetings, pre- 
pare minutes, and whether that would be in accord with the instru 
tions of the Attorney General / 

Mr. DiSauie. It is not customary. 

Mr. Goupstein. Then we would call this just an accident, is that 
correct, sir 4 

Mr. DiSauve. [ would want to familiarize myself with that par- 
ticular meeting before T made any statement on it. 

Mr. Gotpsrern, Well, would you prefer to—— 

The Ciamman. Give your answer subsequently / 

Mr. DiSauie. That is right. 

Mr. Goutpsrers, Mr. Walden, will vou get the exhibit having to do 
with the Paper Board Industry Advisory Committee meeting of 
May % in which appears the statement that committee members 
should consult with the chairman should they wish to add or delete 
anvthing from the record. 

With reference again to the policy of keeping full minutes of 
meetings. is it the normal custom to allow the members to delete re 
marks from the record prior to the publication of the minutes / 

Mr. DiSatie. I do not believe that is the normal practice, but I 
do think that they would be permitted to correct their remarks. 

Mr. Kearine. They do that many times in Congress. 

Mr. DiSavie. And asa result of that many times I am very happy. 

Mr. Bryson. Sometimes they are revised without seeing them. 

The Cuatrman. This is deleting, it is not correcting. 

Mr. Kearinc. Well, Congressmen can delete things they said on 
the floor. 

Mr. Bryson. They later wish they had, if they don’t. 

Mr. Govpsrrere. LT was wondering along that line if the minutes of 
the Stationers’ Supplies Industry Advisory Subcommittee minutes 
of April 19, which contain a mere 11 lines, contain those 11 lines mere ly 
because there have been some deletions / 

Mr. DiSauie. I would not think so. If you will read what they 
did there, they reviewed a regulation that had been in existence dur 
ing World War II. [suppose they could repeat the whole regulation 
in the minutes and have a very bulky set of minutes, but it would not 
add much to the sense of the meeting. 

Mr. Goupsrers. I see. All right, sir. 

Well. getting to the sense of the meeting, I should like to call your 
attention to the minutes of the Cocoa and Chocolate Manufacturers 
Industry Advisory Committee meeting of March 16. 

These minutes contain the following statement : 

Members of the committee decided to take the above proposal under advise 
ment. 


Then in the copy that has been submitted to us, and it is a type- 
written copy from your office, there is a deletion, a pencil line draw: 
through the following words by someone prior to submitting it to us, 
and I will read it, designating which words have been deleted: 


Members of the committee decided to take the above proposal under advise 


ment 
and the following words have been deleted 


and report an approval or disapproval to Mr. Gordon Pevt 
Association of Cocoa and Chocolate Manufacturers. 
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Those are the words that were deleted. Then it goes on with the 
following words not deleted : 

It was understood that Mr. Peyton would prepare a memorandum setting 
forth the above proposal in written detail for submission to the Office of Price 
Stabilization, 

Now, is it customary to delete references to trade association ac 
tivities from minutes of the OPS meetings ¢ 

Mr. DiSautxe. I would not think so. If it was, they would eliminate 
the entire reference to Mr. Peyton. 

Mr. Gotpsrrern. I was wondering if there was any significance or 
any reason for deleting merely that particular statement, that Mr. 
Peyton would be the person to whom a report would be made as to 
approval or disapproval of the OPS proposal. 

The Cuarmman. Mr. Peyton was an executive of a trade association, 
was he not ? 

Mr. DiSauur. He is secretary of the Association of Cocoa and 
Chocolate Manufacturers. 

Mr. Goupsrern. And the further question that I have is this, if that 
deletion was purely unintentional, my question then is as to whether 
or not it is standard industry advisory committee practice to have the 
members advise the secretary of the trade association, rather than the 
OPS, as to recommendations regarding an order. 

Mr. DiSatie. Well, if you read on it says: 

It was understood that Mr. Peyton would prepare a memorandum setting 
forth the above proposal in written detail for submission to the Office of Price 
Stabilization, 

Mr. Goupsterx. So he would be the channel through which the 
members would report to the Office of Price Stabilization ¢ 

Mr. DiSauir. Evidently. 

The CiatrmMan. Was he a member of the advisory committee ? 

Mr. DiSatir. Secretaries of trade associations are not members of 
advisory committees. 

The Cuatrman. In other words, it is your practice not to have a 
secretary of a trade association as a member of the business advisory 
committee ¢ 

Mr. DiSatie. That is right. 

The Cramman. How is he involved in this at all?) Why should he 
have been consulted 4 

Mr. DiSauie. Well, I would suppose that it would be just the same 
as some individual member of a committee going to his attorney and 
saying, “[ want to submit a memorandum to the OPS prepared along 
the following lines.” 

Mr. Gotpstetn. I wonder if that is exactly it, Mr. DiSalle. 

1 notice that the meeting was conducted under the OPS auspices, 
and the proposal was submitted to the members of the committee by 
the OPS, and then the request was made, or maybe it was a direction 
well, anyhow, it says that: 

Members of the committee decided to take the above proposal under ad- 
Visement 
and then they would submit their report to Mr. Peyton, who was 
present at that meeting apparently as an observer, 





STUDY OF MONOPOLY POWER 799 


Now, is it the practice of the Government chairman to say that this 
(his is the proper way for industry members to indicate their views, 
individual views, to the agency / 

Mr. DiSarie. Did you say that Mr. Peyton was present 

Mr. Goipsrern. No, I misspoke, sir. He was not present. He was 
merely referred to in the minutes. I misspoke. 

Mr. Kerarine. Let me get this clear. Under the law now, section 
Tov. as TD understand it, and Lam par wi willing to be corrected if I 
ali wrong, it is mandatory that any rule, regulation, order, or amend- 
went thereto must be accompanied by a statement that in its formula- 
tion there has been consultation with industry representatives, in- 
cluding trade association representatives, 

Now, that is something which we have already directed our atten- 

o, but do T understand, Mr. DiSalle, that vou never do consult 
with trade association representatives in the formulation of rules ¢ 

Mr. DiSanuur. Oh, ves, trade association representatives are mem- 
bers of the industry advi isory committees. We jake a distinction be- 
tween a trade association member and a paid secretary. 

Mr. Kearinc. Oh, that is, trade association representatives you 
interpret as meaning either members or executives 

Mr. DiSau.e. Or officers of the association Who may serve as mem- 
bers of the advisory commmittee. 

Mr. Keating. That is the one, and T wanted to get it clearly in my 
mind. It is proposed to offer an amendment to the existing law, which 
has been approved unanimously by this subcommittee, to delete the 
words “including trade association representatives” and insert in leu 
thereof the words “a representative industry advisory group.” 

Mr. DiSauir. Yes. 

Mr. Keatine. We have not yet offered that amendment, and any 
light that you might shed on that would be helpful. 

Mr. DiSauie. We have construed the act to mean that the industry 
advisory committee should contain representatives of small and large 
business, organized and unorganized, industry members, and that the 
committee should be geographic in its representation. So that trade 
association representatives are a part of the industry advisory com- 
mittees, but subject to a recommendation of the Dep: tment of Justice 

e have not included paid members of trade associations, paid repre- 
sentatives as members of the committees. 

Mr. MeCuisocn. Could we conclude from your remarks that the 
provision in the bill now under debate in the House, which would 
authorize the inclusion of paid trade executives, did not originate 
at your suggestion ¢ 

Mr. DiSariz. No, that is right, it did not. 

Mr. MeCuttocn. Do you think that should be stricken from the 
ill. to ask a specific and definite question ¢ 

Mr. DiSanir. Well, we feel that the advisory committee should be 

omposed of actual working members of that industry. 

Mr. McCunnocn. I see. 

Mr. DiSaiie. Rather than getting a collection of paid trade 
issociation members as members of the industry advisory committee. 
We do not feel that we could get the actual industry viewpoint with- 

it getting actual industry members on the committee. 
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The Cuamman. We propose to offer an amendment which 
I leise aoe approved, and 1 think certain other heads of bureays 
ap prove, prov iding that no lawye ‘rs, ho paid represe ntatives of tra: 
associations should be hired by “advisory committee members. 

Mr. DiSauie. Did you say they should not be hired / 

Mr. Gotpster. If I may clarify that—— 

Mr. Kearine, That is a different subject than we have been diseu 
ing. 

The Cuamman. I see what you mean. I beg your pardon. I 
withdraw that. Tamsorry. Mr. Reporter [ will withdraw that. 

Mr. Drsatce. We do not want to - that rough on them. 

Mr. Keavine. That is interesting. sir, because we do have anoth 
amendment relating to that very ly 

Mr. Goupstrean. | think what the chairman meant was the ame) 
ment that we had in mind to section 709 (b) (2). The present word 
ing of the bill says that industry advisory pl eit may hire or 
eniplos at ther own eXpelse for the indus try adv} sory COMMA 
rather than as individuals, attorneys and secretaries. 

Mr. DiSatve. We do not approve of that practice. 

Mr. Winnis. That is what we propose to strike out from the pend 
ing bill. 

The Cramnman. We have agreed unanimously to attempt to str 
that out of the bill. 

Mr. DiSatte. We have had a great deal of difficulty, especially 
in the beginning, where trade aeiition paid secretaries imsisted 
on being present at meetings, and we would not permit them to be 
present. 

Mr. Goupsrem. Turning again, sir, if [T may, Mr. Chairman, to 
the question of Mr. Peyton and the cocoa meeting, does that practice, 
as exemplified by the use of Mr. Peyton, fall in line with your ge: 
eral theory as to the function of paid trade association representa- 
tives / 

Mr. Disauie. No, that is not in line with our general thinking 
on the subject. L would not sit here and say that it does not occur, 
but certainly it is not done with our encouragement. 

Mr. Goupsrern. Briefly, on the question of choosing the industry 
advisory committee representatives, with reference to the Fishing 
Vessel Owners Association, a telegram was sent to the meeting 01 
April 13 as follows: 

We further wish to protest failure of Government to include representatives 
of producers on industry advisory committee. If controls of any kind 
imposed without full and equal consultation with producers it will be partisa 
ship of worst kind which will have serious repercussions among thousands 
producers oll over the country. 

Now, without reference to the rather strong language used, i- 
the practice to have producers represented as a segment of indust: 
on advisory committees of that sort / 

Mr. DiSsvncr. Producers / 

Mr. Gonosrein. Yes, sir. 

Mr. DiSauie. It all depends on what the nature of the commit 
tee Is. 

Mr. Gorpsrrmn. This was the Fresh and Frozen Fish Indust 
Committee 
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Mr. DiSauce. Well, what would be a producer in that category 

Mr. Goupsrei. I believe this would be the fishermen, sir. or the 
fish vessel owners, rather. 

Mr. DiSauce. | would not know exactly how that industry would 
break down, but here we are treating witha pricing problem for the 
was it the processors of frozen fish 4 

Mr. Goupsrer. [beg your pardon / 

Str. Dis ALLE. Ilere Wwe would be dealing with the pricing problem 
if the processors of frozen fish / 

Mr. Goupsrern. I believe that was the purpose of that meeting. 

Mr. DiSacce. I think that the industry advisory committee there 
would be confined to the members of that particular industry. 

Mr. GioipsvErn. I see, sir. 

Now. with regard to those same minutes which have been handed 
to you, on page 39 Mr. Pike of the OPS, in discussing the contro 
versial terms of the proposed rewulat ion, stated : 

What would be the best way to discuss this’ Cat 

synd then come in inthe morning with the results 

| rend threat quotath mi. SI with reference to the idea that consulta 
Tigh 12 industry advisory comiiittees would normally he carried Oth. 
I believe, followme the advice of the Department of Justice, in the 
presence of a Government chair and TL wonder if that sugevestion 
by Mr. Pike would be in line with such a policy 4 
“Mr. DISALLE. No: | would hot think st), | would say, however, 
that Mr. Pike was aptly named to be handling that particular com 
mittee, but Tdon’t think his statement is particularly apt. 

Mr. Goupsrris. 1 thought that might be your answer. in view of 
Mr. Christey’s remark at that very same meeting, a few pages earlier: 

You people, or any group of those assembled here, should not meet scpat 

» discuss prices, or anything else, in violation of the Anti-Trust A¢ 

Mr. Disar LE. Yes, Wwe ask all chairmen to tnake that prelim 
Statement. 

Mir. Gotpsrrin. So Mr. Pike of OPS had apparently forgotten t] 
statement made by the chairman of the meet ing. 

Mr. Disat LE. I would not be surprised that these people do discus 
hese things outside. 

Mr. Gotpsrem. Well, I would not be surprised, either. 

Very briefly, now, Mr. Chairman, | would like to ask that there 
bye ave cepted for the record a list of WOC employees of the OPS, which 

r. DiSalle has very kindly made available to us. 

The CnatrmMan. That will be accepted, 

(The list referred to follows :) 
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Mr. DiSauie. I don’t think that we made it available very kindly. 
We were asked to do it and we did it. I don’t think that we were 
enthused about doing it. 

Mr. Gotpstern. Well, the head of the subcommittee staff has found 

his dealings with the organization of OPS that there has been a 
vreat deal of cooperation given to us, and that we have been able 
to work things out nicely. 

Mr. DiSauie. We like to work with Congress. 

Mr. Keatrnc. And you like to have them work with you, too. 

Mr. DiSauur. I feel very kindly toward the House tonight. 

Mr. Goupsrrrn. I might say, Mr. DiSalle, although I don’t know 

hether or not it has reached you as vet, that the chairman has sent 

» vou during the past week a letter expressing his appreciation for 

e exceptional cooperation given by your organization 

Mr. DiSauuie. I understand that we sent over a stack about 4 feet 

ch. 

Mr. Goupstrin. Yes, sir: and our staff had quite a time with it. 

Mr. DiSauie. So I see. 

Phe Coamman. About how many WOC’s have vou 4 

Mr. DiSauue. I think the last time I checked. we had about 203, 

it that has been reduced substantially, and T think that the eventual 
figure would be around 52. 

Mr. Goupsrein. Well, sir, merely for information with regard to 
the historical background as to how WOC’s came to the agency, I 
wonder if it is correct that the letter of January 15, 1951, from Mr. 
Valentine, who was then Administrator, and Mr. Wilson, addressed 
to a large number of corporations, a list of which corporations [T will 
submit for the record, was used for the reeruiti eo of enplovees. 


Mr. DiSauir. Yes: a great many of them. 
The CuarrmMan. That will be accepted. 
The document referred to follows:) 


Exuisir No. 89 


My Dear Prestpent: The inflationary spiral must be immediately arrested. 
scan only be done with the support of the American people and very parti- 
arly of those whose business experience and ability gives them special quali- 
ations and responsibilities in this work. 
Whatever ineasures may be taken must be formulated wisely and administered 
ith fairness and efficiency. In both these operations we now call upon you and 
ur company to give us immediate aid 
The Economie Stabilization Agency must promptly amplify its staff with large 
inbers of competent experienced workers. Most of these should be secured from 
ivate business. We ask that your company make now a significant contri- 
tion from its personnel, as closely as possible along the lines proposed below. 
Thus far American business has contributed greatly toward economic stabili- 
tion through participation in conferences and through providing part-time 
usultants. But the tremendous task with which the Agency may shortly be 
ed will require a large body of full-time workers, who will regard their work 
th the Agency as a form of national service. Please suggest nen who will ac- 
pt full-time appointment to the Agency for a period of not less than 1 year. 
ey can come as salaried Government employees or as appointees without com 
nsation, according to individual arrangements, but they must be prepared to 
e immediately. 
With the generous cooperation of the United States Chamber of Commerce we 
e analyzed the needs of the Agency in terms of your company It is not 
<ible to state now the precise post and title, the exact salary, and the specific 
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work which the Agency would provide for each of these individuals. We « 
however, give assurance that each man will be assigned work as close as possi 
to his experience and interest, and that in cases where Government salaries 
desired they will reflect the importance of the work. 

The attached sheet indicates our concept of the men we need the most f: 
your colmpany. Will you not take immediate action to nominate such tien 
secure their acquiescence if asked to a year of national service with the Eeone: 
Stabilization Agency: and then to send them promptly to Washington, wl 
subject only to a satisfactory interview they will promptly be attached to 
Agency. 

We believe that you will recognize the high importance of this request and | 
prompt action accordingly. 

Sincerely yours, 
CHARLES E. Wibson, 
Director. Offic e of Defense Mobilizatio 
ALAN VALENTINE, 
Administrator, Boconmica Stabilization Agen 


IF. J. Emmerich, president, Allied Chemical & Dye Corp., 61 Broadway, New 
6... z. 
Walter Geist, president, Allis-Chalmers Manufacturing Co., 1126 South Seventi 
Street, Milwaukee, Wis. 
R. A. Hunt, president, Aluminum Co, of America, Gulf Building, Pittsbu 
19, Pa. 
(. H. Black, president, American Can Co., 100 Park Avenue, New York, N, \ 
R. C. Gaugler, president, American Cyanamid Co., 30 Rockefeller Plaza, New 
York 20, N. Y. 
T. E. Mueller, president, American Radiator & Standard Sanitary Corp., Bessemer 
Building, Pittsburgh, Pa. 
K. C. Brownell, president, American Smelting & Refining Co., 120 Broadway, 
New York 5, N. Y. 
J. F. Abbott, president, American Sugar Refining Co., 120 Wall Street, New 
York 5, N. Y. 
M. Hahn, president, American Tobacco Co., 111 Fifth Avenue, New York 
eo 
‘. H. Reichel, president, American Viscose Corp., 1617 Pennsylvania Boulevard 
Philadelphia 8, Pa. 
W. White, president, American Woolen Co., 225 Fourth Avenue, New \ 
a, 2. ‘ 
W. H. Hoover, president, Anaconda Copper Mining Co., 25 Broadway, New Y« 
. B. E. 
W. W. Sebald, president, Armco Steel Corp., 708 Curtis Street, Middletown, © 
Specht, president, Armour Co., Union Stock Yards, Chicago, Hl 
I. Ferguson, president, Bendix Aviation Corp., Fisher Building, Detroit 
Mich. 
B. Homer, president. Bethlehem Steel Corp... Bethlehem, Pa 
C. Montague, president, Borden Co., 350 Madison Avenne, New York 17, \ 
York, 
C. Ingersoll, president, Borg-Warner Corp., 310 South Michigan Avem 
Chicago 4, Il 
J.C. Cowan, Jr, president, Burlington Mills Corp., 301 North Eugene Stres 
(Greensboro, N.C, 
L. B. Neumiller, president, Caterpillar Tractor Co., 1937 Walker Street, Peo 
6, Til. 
Harold Blancke, president, Celanese Corp. of America, 180 Madison Avenue, N 
York 16, N. ¥ 
K. T. Keller, president, Chrysler Corp., 341 Massachusetts Avenue, Detroit 
Mich. 
W. J. Hobbs, president, Coea Cola Co., 515 Madison Avenue, New York 22, N 
H. A, Eggerss, president, Continental Can Co., 100 East Forty-second Street, N 
2Ore 11, 8. 3. 
Morris Sayre, president, Corn Products Refining Co., 17 Battery Place, New Y« 
Ln. 
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L. Holloway, president, Crane Co.. 836 South Michigan Street, Chicago, Ill 
T. Hurley, president, Curtiss-Wright Corp... 30 Rockefeller Plaza, New York 
20, WN. ¥. 

C.D. Wilman, president, Deere & Co., Moline, I! 

Samuel Bronfman, president, Distillers Corporation-Seagrams, Ltd., Louisville, 
Ky. 

Cc. H, Greenewalt, president, E. I. du Pont de Nemours & Co., Inc., 1107 Market 
Street, Wilmington, Del 

t. J. Hargrave, president, Fastman Kodak Co., 343 State Street, Rochester, N.Y 

Lee R. Jackson, president, Firestone Tire & Rubber Co., 1200 Firestone Parkway, 
Akron, Ohio. 

Austin S. Igleheart, president, General Foods Corp., 250 Park Avenue, New York 
17 N. Y. 

(*. BE. Wilson, president, General Motors Corp., General Motors Building, Detroit, 
Mich. 

John L. Collyer, president, The B. F. Goodrich Co., 500 South Main Street, Akron, 
Ohio, 

i. J. Thomas, president, Goodyear Tire & Rubber Co., 1144 East Market Street, 
Akron, Ohio 

(. B. Randall, president, Inland Steel Co., 38 South Dearborn, Chicago 3, II! 

J. G. Phillips, president, International Business Machines Corp., 54) Madison 
Avenue, New York 22, N.Y. 

John L. McCaffrey, president, International Harvester Co., 180 North Michigan 
Avenue, Chicago, 111. 

John H, Hinman, president, International Paper Co., 220 East Forty-second 
Street, New York, N. Y. 

R. W. Lea, president, Johns-Manville Corp., 22 East Fortieth Street at Madison, 
New York 16, N. Y. 

Ben Morsell, president, Jones & Laughlin Steel Corp., 8rd Avenue and Ross, 
Pittsburgh, Pa. 

Cc. R. Cox, president, Kennecott Copper Corp., 120 Broadway, New York 5, N. 

J. W. Andrews, president, Liggett & Myers Tobacco Co., 630 Fifth Avenue, New 
York, N. Y 

W. M. Rand, president, Monsanto Chemical Co., 1700 South Second Street, st 
Louis, Mo. 

Cc. W. Mason, president, Nash Kelvinator Corp., 14250 Plymouth Road, Detroit, 
Mich. 

George H. Coopers, president, National Biscuit Co., 449 West 14th Street, New 
York 14, N. Y. 

L. A. Van Bomel, president, National Dairy Products Corp., 230 Park Avenue, 
New York 17, N. Y. 

J. EK. Bierwirth, president, National Distillers Products Co., 120 Broadway, 
New York 5, N. Y. 

J. A. Martine, president, National Lead Co., 111 Broadway, New York 6, N. Y. 

George R, Fink, president, National Steel Corp., Grant Building, Pittsburgh, Pa. 

C. R. Magowen, president, Owens-Lilinois Glass Co., Ohio Building, Toledo 1, 
Ohio. 

Robert G. Page, president, Phelps Dodge Corp., 40 Wall Street, New York 5, N. Y¥ 

H. B. Higgins, president, Pittsburgh Plate Glass Co., 2200 Grant Building, 
Pittsburgh, Pa. 

N. H. Mektroy, president, Proctor and Gamble Co., 6th and Main, Cincinnat 
Ono, 
R. Harding, president, The Pullman Co., Inc., Merchandise Mart Plaza, Chi- 
cago, ILL. 

Frank M. Folsom, president, Radio Corp., of America, 30 Rockefeller Plaza, New 
York, N. Y. 

Walter L. Rice, president, Reynolds Mining Co., Reynolds Metals Building, 
Richmond, Va. 

J.C. Whitaker, president, R. J. Reynolds Tobacco Co., Winston-Salem, N.C 

Kk. K. Ferguson, president, St. Regis Paper Co., 250 Park Avenusc, New York, 
N. Y. 

Lewis S. Rosentiel, president, Schenley Industries, Ine. 350 Fifth venue, New 
York.1, .N.. ¥. 

1. S. Mitchell, president, Standard Brands, Ine., 5905 Madison Avenue, New York 22 
Nz 

John Holmes, president, Swift & Co., Union Stock Yards, Chicago 9, Ill 

lk. H. Haggerson, president, Union Carbide & Carbon Corp., 50 East Forty-second 
Street, New York 17, N. Y. 
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H. Mansfield Horner, president, United Aircraft Corp., 400 Main Street, Ea 
Hartford, Conn. 

Samuel Zemurray, president, United Fruit Co., 80 Federal Street, Boston 
Mass. 

C. M. Knode, president, United States Gypsum Co., 300 West Adams, Ch 
cago 6, Til. 

Harry KE. Humphreys, Jr., president, United States Rubber Co., 1230 Avenus 
the Americas, New York, N. Y. 

B. F. Fairless, president, United States Steel Corp., 71 Broadway, New York, N. ¥ 

Stanley Bracken, president, Western Electric Co., Inc., 195 Broadway, N+ 
York, N. ¥. 

Gwilyn A. Price, president, Westinghouse Electric Corp., 316 Fourth Avenu 
Pittsburgh, Pa. 

L. A. Warren, president, Safeway Stores, Inc., Fourth and Jackson Streets, © 
land, Calif. 

Bruce MacLeish, president, Carson Pirie Scott & Co., 1 South State Street, ¢ 


cago 3, Dl. 
i. C. Lipman, president, Emporium Capwell Co., 835 Market Street, San Fran 


cisco B. Calif. 

(. bE. MeCarthy, president, Allied Stores Corp.. 1440 Broadway, New York, N 

Fred Lazarus, Jr., president, Federated Department Stores, Inc., Federat 
Building, 707 Race Street, Cincinnati 2. Ohio 

Jack I. Straus, president, R. H. Macy & Co., Inc., 151 West Thirty-fourth Stre 
New York, N. Y 

Morton J, May, president, May Department Stores Co., Sixth and Olive Streets 
St. Louis Z. Mo. 

A. W. Hughes, president, J. C. Penney Co., 330 West Thirty-fourth Street, Ni 
York, N. Y. 

Raymond H. Fogler. president. W. T. Grant Co., 1441 Broadway, New York, \ 

I). C. Fisher, president, 8S. S. Kresge Co., 2727 Second Avenne, Detroit, Mich 

Paul L. Sample, president, G. C. Murphy Co., 531 Fifth Avenue, McKeesport, Pa 

A. L. Cornwell, president, F. W. Woolworth Co., Woolworth Building, New 
York, N. Y. 

Stuart S. Ball, president, Montgomery Ward & Co., 619 West Chicago Avenu 
Chicago, Ii. 

Fowler B. McConnell, president, Sears Roebuck & Co., 925 South Homan Avenue 
Chicago 7, Ll. 

Bert R. Prall, president, Butler Bros., 426 West Randolph Street, Chicago, | 

James L,. Palmer, president, Marshall Field & Co., 25 East Washington Stre: 
Chicago 2, Ill. 

Abbott M. Fox, president, Abbott Fox Lumber Co.. Iron Mountain, Mich 

Walter Rotchschild, president, Abraham & Straus, Ine., 422 Fulton Street 
Brooklyn, N. Y. 

F. B. Klein, president, Alexander Smith Sons Carpet Co. Saw Mill River Road, 
Yonkers, N. Y. 

L. A. Wilson, president, American Telephone & Telegraph Co., 195 Broadwa 
New York 7, N. Y. 

C. J. Backstrand, president, Armstrong Cork Co., Lancaster, Pa. 

Edmund F. Ball, president, Ball Bros. Co., 1509 South Macedonia Stre+ 
Muncie, Ind. 

James D. Wise, president, Bigelow-Sanford Carpet Co., Inc., 140 Madison Avenu 
New York 16, N. Y. 

Fred Lazarus, Jr., president, Bloomingdale’s, New York 22. N. Y. 

James V. Toner, president, Boston Edison Co., 182 Tremont Street, Bosto: 
12, Mass. 

Ik. G. Budd, Jr., president, The Budd Co., Philadelphia, Pa. 

Bb. F. Fairless, president, Carnegie-Illinois Steel Corp., 424 Fifth Avenne, Pitts 
burgh 19, Pa. 

Cloud Wampler, president, Carrier Corp., 300 South Geddes Street, Syracuse 1 
se 

C. R. Cox, president, Chase Brass & Copper Co., Waterbury, Conn. 

Percy J. Ebbott, president, Chase National Bank, New York, N. Y. 

A. G. Brown, president, Cleveland-Cliffs Iron Co., 1460 Union Commerce Buildin: 
Cleveland, Ohio. 

Edward J. Doyle, president, Commonwealth Edison Co., 72 West Adams Stre 
Chicago, Il. 

The President, Crossett Lumber Co., Crossett, Ark 
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H. S. Dennison, president, Dennison Manufacturing Co., 3500 Howard Street, 
Framingham, Mass. 

T. S. Shore, president, Eagle Picher Mining & Smelting Co., Miami, Okla. 

Henry Ford II, president, Ford Motor Co., 3000 Schaefer Road, Dearborn, Mich. 

Ralph J. Cordiner, president, General Electric Co., 570 Lexington Avenue, New 
York 22, N. Y. 

L. H. Perrin, president, General Mills, Inc., 400 Second Avenue, South, Minneap- 
olis 1, Minn. 

Louis Ware, president, International Minerals & Chemical Corp., 20 North Wacker 
Drive, Chicago 6, Il. 

Hi. M. Seaman, president, Kirby Lumber Corp., Box 1719, Houston, Tex. 

Brehon Somervell, president, Koppers Co., Koppers Building, Pittsburgh 19, Pa. 

Fred Maytag IL, president, Maytag Co., 512 North Fourth Avenue NW, Newton, 
low. 

J. E. Harrell, president, New England Telephone & 
Street, Boston, Mass. 

Keith S. McHugh, president, New York Telephone Co., 140 West Street, New 
Yoru J, A. ¥. 

Col. William C. Henry, president, Northern Ohio Telephone Co., Bellevue, Ohio 

Philip Sporn, president, The Ohio Power Co., 21 South First Street, Newark, 
Ohio 

Win. FL Kurtz, president, The Pennsylvania Company for Banking & ‘Trusts 
tifteenth and Chestnut Streets, Philadelphia 1, la 
\. Latzer, president, Pet Milk Co., St. Louis, Mo 

H. B. Bryans, president, Philadelphia Electric Co., 900 Sansom Street, Philade! 
phia, Pa. 

P. W. Pillsbury, president, Pillsbury Flour Mills Co., Metropolitan Building, 
Minneapolis, Minn. 

Rk. A. Gallagher, president, Public Service Co. of Indiana, Inc., 110 North Illinois 
Street, Indianapolis 9, Ind. 

D. B. Lourie, president, Quaker Oats Co., 141 West Jackson Boulevard, Chicago 
$, Ol. 

k.. Crawford, president, Thompson Products, Ine. 25555 Euclid Avenue, Cleve 
land 17, Ohio. 

Alexander Calder, president, Union Bag & Paper Co., Woolworth Building, New 
SOCK 3, NN. Ee 

George R. Firk, president, Weirton Steel Co., Weirton, Va. 

lL. M. Giannini, president, Bank-American, National Trust Savings Association 
Post Office Box 5415, Rincon Annex, San Francisco 20, Calif. 

C.F. H. Johnson, president, Botany Mills, Inc., Passaic, N. J. 
(*. Teague, president, California Fruit Growers Exchange, Box 2706, Terminal 
Annex, Los Angeles 54, Calif 
I). Pettibone, president, Chicago Tithe & Trust Co., 111 West Washington 
Street, Chicago 2, Ill. 
A. Bridsall, president, Continental Illinois National Bank & Trust Co., 231 8 
LaSalle Street, Chicago 0, IL. 
kK. Hanley, president, Hecla Mining Co., Gyde Taylor Building, Wallace, 
ldahe, 
J. Heinz Il, president, H. J. Heinz Co., 1062 Progress Street, Pittsburgh, Pa 
B. Kaufman, president, Hibbard, Spencer, Bartley Co., Lock Box 312, Evans- 
ton, ILL. 

Arthur F. Dudley, president, Hotels Statler Co., Hotel Statler, New York, N. Y. 

George Van Gorder, president, Mc Kesson «& Robbins, Ine., er) kKiast Forty- 
fourth Street, New York, N. Y. 

Andrew Fletcher, president, St. Joseph Lead Co., 250 Park Avenue, New York 
Ld, 200 Bs 

M. H. Kuryla, president, United States Smelting, Refining & Mining Co., 75 
Federal Street, Box 2137, Boston 6, Mass. 

Stunles A. Easton, president, Bunker Hill & Sullivan Mining & Concentrating 
Co., Box 20, Kellogg, Idaho 

J. H. Thompson, president, M. A. Hanna Co., 1800 Leader Building, Cleveland 
14, Chie. 
W. Muvers, president, Colorado Fuel & Tron Co., Continental Oil Building 
Denver, Colo, 
T. Elsted, president, Oliver Iron Mining Co., Wolvin Building, Duluth 2, Min: 
M. White, president, Republic Steel Corp., Republic Building, Cleveland 1, 


(hie 
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Walter H. Aldridge, president, Texas Gulf Sulphur Co., 76 East Forty-tift) 
Street, New York 17, N. Y. 

L. M. Williams, Jr., president, Freeport Sulphur Co., 1804+ American Bank Build 
ing, New Orleans 5, La. 

George F. Zoffinan, president, Duval Texas Sulphur Co., 1120 Niels Espers 
Building, Houston 2, Tex. 

R. A. Hunt, president, Alcoa Mining Co., 445 Park Avenue, New York 22, N. ¥ 

R.S. Reynolds, Jr., president, Reynolds Metals Co., Federal Reserve Bank Build 
ing, Richmond, Va. 

Arthur Hl. Bunker, president, Climax Molybdenum Co,., 500 Fifth Avenue, N 
York, 3. 

John Holmes, president, Swift & Co., Union Stock Yards, Chicage %, Ii 

loon G. Mitchell, president, Sylvanian Electrical Products, 1740 Broadway, 
York 19, N. : # 

J. Philip Weyerhaeuser, Jr., president, Weverhaeuser Timber Co., Tacoma, Was 

\. J. MePariand, president, Wheeling Steel Corp., Wheeling, W. Vi 

Rdward Foss Wilson, president, Wilson & Co., 4100 South Ashland Aven 
Chicago HL. 

J. L. Manthe, president, Youngstown Sheet & Tube Co., Stambauch Build 
Youngstown, Ohio 

Leroy A. Lincoln, president, Metropolitan Life Insurance Co., 1 Madison Aven 
New York, N. Y. 

Carrol M. Shanks, president, The Prudential Insurance Company of Ameri 
763 Broad Street, Newark, N. J. 

Devereaux C. Josephs, president, New York Life Insurance Co., 
Avenue, New York, N. Y. 

Paul F. Clark, president, John Hancock Mutual Life [Insurance Co., 
don Street, Boston, Mass, 

Thomas I. Parkinson, president, The Equitable Life Assurance Society of United 
States, 303 Seventh Avenue, New York, N. Y. 

Ralph W. Burger, president, Great Atlantic & Pacific Tea Co... 420 Lexington 
Avenue, New York, N. Y. 

Joseph B. Hall, president, Kroger Co., 55 Fast Seventh Street, Cincinnati 2, Ohio 


‘ 


Mr. Goupsrers. Now, sir, | would like to direct your attention t 
page 2 of the letter. where it Savs: 

With the generous cooperation of the United States Chamber of Commerce 
we have analyzed the needs 
and then it goes on, and Lask you, Mr. DiSalle, what procedures were 
undertaken between vour agency and the Chamber of Commerce 1 
order to ascertain what your needs were in terms of the vario 
companies, 

Mr. Disance. I think there were meetings held. T was not present 
at the meetings, but | do think there were meetings held with repre 
sentatives of the Chamber of Commerce, in which we made know: 
the fact that we were looking for a certain number of business analysts, 
acertain number of price executives, a certain number of economists, 


and they. in turn, gave a list of the companies where these men night 


he found. 

Mr. Goupsrers. And Utake it that that request Was made after you 
had established that there were not available, in terms of full-time 
Government employees, people capable of holding those positions. 

Mr. DiSance. Yes: cont rary to the notion that the Democratie com 
luittee furnished all of our people. 

Mr. Keatrina. Well, they did a fair share of that. didn’t they ? 

The Ciaran, | thoueht that the bovs on this side were rather 
silent on this matter. 

Mr. DiSatie. | would not say they had a fair share. 

Mr. Iki ATING, You mieah fair from the point of view of the Den 
crats ¢ 
Mr. DiSauie. No: just fair. 
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Mr. Kearine. Well, the Republican National Committee was not 
onsulted in any way about them, was 1t / 
Mr. DiSaute. We had no restrictions against them making recom 
pendations. 
Mr. MeCunrocu. But have they Leen followed ¢ 
Vir. DiSauee. Well, T would say that some Republican Members 
the Llouse and Senate might find some of the people they recon 
ended working for OPS. There might even be a Republican ca 
late for Congress who had been defeated. if he was qualified, 
rced in sucha position, 
Mr. Plina. wos. OPS hired no oran who hac hee defeated on bot 
kets. out in California. 
Mir. DiSauce. Well, that certainly proves my point. 
Mr. Gorpsrrern. One final question, Mr. Disalle, with reference to 
t letter and the WOC employees: Would you say that a goodly 
ire ora fair share of them came as a result of the letter itself / 
ir. DiSauce. PT think a fair number. IT think the results from the 
trer were hot what we anticipated they might be, but we just scoured 
e country at that time attempting to find people who were qual 
ec. 
Mir. MeCuirocn. Mr. DiSalle. what has been your experie nee with 
these WOC'’s? Have they hos n able, unselfish. and patriotic citizens 4 
Mir. DisSater. Tam glad that you asked me that question, because 
| want to say to this subcomittee that if it had not been for the WOC 
men that we were able to get in the beginning. we could not have 
votten the program under way. I don't say, I certainly don't say or 
ibseribe to the old theory that eve ry rich man is selfish, and every 
oor man is honest, or every rich man is intelligent and every poor 
tubs hot intelligent. 
Phe same thing applies to the WOC’s or any other people you hire. 
| found a good many WOC’s came down to work and worked un 
selfishly and under diflicult cireumstances, poor space, poor biildings, 
thout stenographic help, and they leaned over backward in order 
to be fair. 
On the other hand, we had some people whom we hired on a full- 
basis that we found leaned over the other way in order to in 
ratiate themselves with members of the industry with which they 
ere dealing. 
So our test has been actually the performance of the individual, 
ither than whether they were serving as WOC’s or as full-time paid 
iplovees, 
I think that isthe only test you can use. 
fr. Gotpstrix. Mr. DiSalle, have vou promulgated any re rulation 
administrative orders designed to protect WOC’s from being 
aced in an embarrassing situation where improper in fe rences might 
‘drawn from their action, thus subject them to harassment by seg 
ents of public opinion ¢ 
Mir. DI SALLr. No. We have had certain standards that we used 
fore we would hire or use a WOC consultant. IT have those here. 
We applied three very simple tests: First. that the appointment 
is necessary and appropriate in order to carry out the provisions of 
aot 
d. the duties of the pos! ition to which the appomiient ts being 


reoutstan ding experie hee an dl sbility, 
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And third, that the appointee has the outstanding ability requis 
by the position. 

Mr. Goupstrin. | was thinking particularly, sir, do you allow f. 
situations where a WOC is permitted to withdraw from some co 
sultation which might directly affect his own particular compan 

Mr. DiSauie. Oh, certainly. But you see, we operate under tes 
concept there. We have the business analyst, the lawyer, and | 
economist working together as a team on these regulations, and 
fee] that we can acquire sufficient balance to insure the regulat 
being fair, 

In addition to that, the regulation is reviewed at all levels, at 
branch level, the section level, the division level, and then at the | 
policy level, before the regulation is issued. 

Mr. Gotpsterx, Does that apply te special hardship appeals 1 
might come in from a particular company where vou have a WO 

Mr. Disatie. Where we have a WOC ¢ 

Mr. Goupsters. Yes, might he be ina position where a special lia 
ship appeal would come to him, to be heard? Is he permitted taw 
draw / 

Mr. DiSatie. He does not participate in the decision at all, 

Mr. Gonpsrem. [s that standard established by custom or regu! 
tion 7” 

Mr. DiSauue. Yes, by custom. 

Mr. Goupsterx. T have no further questions. 

The Cuamman. Is there any other statement you care to make, M 
Disalle/ 

Mr. DiSauce. No: none that I know of at this time. 

The Cuarrman. Well, we are very grateful to you for your com 
here tonight, and IT would say that you have been most cordial and 
cooperative. You have the right, of course, to amplify and edit Vo 
answers to the questions that have been propounded to you, and yo 
also will give us this additional information ¢ 

Mr. DiSatte. We will be very happy to do that ond furnis! 
additional information just as soon as we possibly can. We do hay 
avery pressing problem right at the moment that we are busy Ol 
legislation. 

The Cuatmman. Take your time. Thank you very much. M: 
Disalle. 

Inasmuch as Hon. James M. Mead, Chairman. Federal Trade Cor 
mission, will not appear before the subcommittee on July Is, 151, 
as previously scheduled, I am placing in the record at this time, lis 
prepared statement, together with two Presidential memorandi 
attachments, and chart. 

(The statement referred to follows :) 


Tuk ROLE oF THE FEDERAL TRADE COMMISSION IN THE PRESENT DEFENS} 
MOBILIZATION 
(By Jaines M. Mead, Chairman, Federal Trade Comission °) 

The function of the Federal Trade Commission is twofold: First, to atte 
to preserve competition and Keep it fair by the cnforcement of tie laws wl 
have been entrusted to the Commission to administer: and, second, to ma 
reports to the Congress based upon investigations as to how problems ones 

1While Mr. Mead speaks in this statement as a member and Chairman of 1 


Trade Commission, his views are not to be regarded as cessurily those of all 


leagues on the Commission 
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gering competition can be met by action running beyond the scope of the Com- 
mission's corrective powers. The Defense Production Act assigns to the Com- 
mission certain supplementary functions growing out of the defense emergency, 
Specitically these are (a) to consult with defense agencies as to action which 
such agencies intend to request pursuant to voluntary agreement where there 
is need for such action to be exempted from the antitrust laws, and (hb) to make 
surveys upon request by the Attorney General for the purpose of determining fuec- 
tors that may tend to eliminate competition, create or strengthen monopolies, 
injure small business, or otherwise promote undue concentration of economic 
power in the course of the administration of the Defense Production Act. 

The role of the Commission during the defense emergency has been further 
defined in two presidential memoranda directed to defense agencies; the first, 
dated September 28, 1950, requests defense agencies, in performing the functions 
delegated to them, to consult with the Attorney General and the Chairman of 
the Federal Trade Commission “for the purpose of determining and, to the 
extent consistent with the principal objectives of the act and without impair- 
ing the defense effort, of ecliminating any factors which may tend to suppress 
competition unduly, create or strengthen monopolies, injure small business, or 
otherwise promote undue concentration of economic power.” The second memo- 
randa, dated December 20, 1950, transmits the Attorney General's first report 
concerning the dangers to a competitive enterprise economy which are inherent 
in mobilization for defense and states that this report will be of assistance to 
defense agencies in identifying some of the problems about which they should 
consult with the Attorney General or the Federal Trade Commission and in 
carrying out their responsibilities in the defense program. 

I desire to submit copies of these two memoranda for the record. 

The Commission has made every effort to facilitate consultation with the de- 
fense agencies as provided in these presidential statements. It has also made 
special provisions to carry out its duties under the Defense Production Act, has 
undertaken work for defense agencies in fields in which its experience gives 
it special competence, and has realined a considerable part of its regular 
program for the sake of affording maximum aid to the defense effort. 

Clearance of requests involving eremption from the antitrust laws 

Section 7OS of the Defense Production Act authorizes the President to con- 
sult with representatives of industry, business, financing, agriculture, labor, 
and other interests, with the view of encouraging the making by such persons, 
with the approval of the President, of voluntary agreements and programs to 
further the objectives of the act. It is likewise provided therein that no act, 
or omission to act, if requested by the President pursuant to a voluntary agree- 
ment or program approved thereunder and found by the President to be in the 
publie interest as contributing to the National Defense, shall be construed to 
be within the prohibitions of the antitrust laws or the Federal Trade Com- 
mission Act. Copies of such requests are to be furnished to the Attorney 
General and the Chairman of the Federal Trade Commission, who are required 
to be consulted before making any request or finding in respect to the voluntary 
agreement or program. In addition to the requirement for consultation, the 
approval of the Attorney General is also to be obtained before the plan becories 
effective. 

Under this provision, when a defense agency has a matter coming within 
the scope of section TOS of the Defense Production Act, copies of the proposal 
are submitted through the appropriate liaison officers to the Attorney General 
and the Chairman of the Federal Trade Commission. Through interagency 
staff consultation, the matters involved are explored and a basis is established 
for the clearance provided in the act. The matters are examined by us with 
the view of minimizing, so far as possible, without interference with the defense 
effort, factors which may tend to eliminate competition, create or strengthen 
monopolies, injure small business, or otherwise promote undue concentration 
of economic power. 

In handling the work, close coordination and collaboration are maintained 
between the Department of Justice and the Federal Trade Commission, in 
cooperation with the respective defense agencies concerned. 

Thus far some 15 voluntaryyindustry programs and agreements have been 
processed under section 708 of fhe Defense Production Act. 

Surveus requested by the Attorney General 

As I have already indicated, the Commission has a statutory duty to make 
surveys upon request by the Attorney General pursuant to the requirements 
of section 70S (e) of the Defense Production Act. The Attorney General's 


> 
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first report in accord with this section was made on December 7, 1950. At the 
Attorney General's request, the Commission assembled and analyzed information 
about the competitive impact of mobilization activities during the Second 
World War, and made a preliminary report to him for use in developing this 
document. 

Compliance surveys for the National Production Authority 

The Commission has been designated by the National Production Authority 
as the agency through which the Administrator of that Authority may exercise 
his power to conduct surveys and investigations of the operation of the NPA 
orders and regulations and the degree of compliance therewith. This designa 
tion took place in February, and in March the Commission established a Divi 
sion of Defense Surveys to carry on this work. In a typical industry survey 
the Commission investigates compliance with National Production Authority 
orders and regulations in the maintenance of inventories, the levels of produc 
tion and delivery, the selection of end uses for materials, the use of supplies 
acquired for maintenance and repair, the treatment of rated and unrated orders, 
the use of scrap, the operation of toll conversion and repurchase agreements 
the progress of the conversion of plant to essential defense production, and 
similar matters. The scope, timing, and technical aspects of each survey are 
determined in advance by conference between the National Production Author 
itv and the Commission. The Commission makes field investigations and 
physically inspects plants and inventories. The facts which it obtains and its 
comments thereon are submitted directly to NPA, which determines whether 
or not they indicate that there has been violation of orders or that there is 
need for modification of such orders. 

The Commission has made three such surveys thus far. One, which began on 
February 20 and ended April 2, covered uses of aluminum. It involved the 
survey of 501 companies located in 31 States. The second, begun March 26 
and concluded May 11, covered the copper industry. It involved the investiga 
tion of 800 companies located in 40 States. The third was begun in May and 
has been completed within the past few days. It covered maintenance, repair, 
and operating supplies in various industries, such as iron and steel, machinery, 
chemicals, power equipment, and leather. About 800 business enterprises were 
involved, including not only manufacturers but also distributors and brokers. 


The use of the Commission’s reporting poiers 

The Commission's regular function of making public reports upon economic 
investigations has become more rather than less important becanse of the 
defense emergency. For the first time in our national history, according to our 
defense spokesmen, we contemplate maintaining a continuous military and 
in‘ustrial mobilization for at least a decade and possibly for a generation 
History presents no case in which a commonwealth thus mobilized for so long 
a period has preserved the essentials of free private enterprise. It is logical! 
to use the Commission’s reporting and recommendatory function to identify 
the problems confronting free private enterprise during the program of the 
defense emergency, to suggest ways in which these problems can be reduced, and 
to report the degree of success attained by the measures adopted. 

This kind of reporting should be distinguished sharply from reports on the 
performance of the defense agencies. It is not within the Commission's duty 
indeed, it would be inappropriate—for the Commission to seek to appraise the 
wisdom and efficiency shown by Government agencies in exercising emergency 
powers that have been assigned to them. Determination as to whether the 
weakening of competition can and should be avoided during times of emergency 
is a matter of broad governmental policy, many aspects of which lie beyond 
the Commission’s field of work. 

The responsibility of investigating and reporting business practices of Cor 
porations engaged in commerce, placed upon the Commission by section 6 
of the Federal Trade Commission Act, has not been removed or diminished by 
section TOS (e) of the Defense Production Act. Section JOS (e) directs the 
Attorney General to make surveys for the purpose of determining factors 
Which may tend to eliminate competition, create or strengthen monopolies, 
injure small business, or otherwise promote concentration of economic power 
in the course of the administration of the act. The surveys that are thus pro 
vided fer by section TOS (e) have to do with the administrative activities of 
emergency agencies; that is, with the exact field which I have just said appears 
to me to lie outside a proper interpretation of section 6 of the Federal Trade 
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Commission Act. Moreover, the Attorney General under the Defense Act is 
authorized to make his own surveys, or to request the Federal Trade Com- 
mission to make surveys for him. This provision, as I see it, recognizes the 
usefulness of the investigatory functions of the Cotmitnission, : ‘. 

The reports which the Commission develops under section 6 of the Federal 
Trade Commission Act are of use not only to the Congress but also to other 
Government agencies, including the defense agencies, and to the general publie 
in the recent exercise of our reporting powers, we have concentrated our atten- 
tion upon reports which enable us to tell Congress w hat is happening to cot 
petition and reports which will help the emergency agencies do their jobs. 1 
shall discuss these two types of work in reverse order. 


Reports on imported materials 

One of our first tasks in assisting those having responsibilities for defense was 
the preparation of reports for the use of the Preparedness Subcommittee of the 
Committee on Armed Services of the Senate (the Lyndon Johnson committee ) 
At the request of this committee we prepared brief reports, based upon infor 
toation already available within the Government, designed to sliow the character 
and significance of business restrictions that affect the supply of strategic mate- 

ais for which the United States is dependent upon foreign sources. Two such 
reports were transmitted to the committee, one covering the tin industry and 
the other the mercury industry. 

/ yanetal re ports 

\ substantial contribution to the information needed by emergency azencies 
is rendered through our financial reporting program. This work has roots run- 
ning back almost to the First World War. For a time after that war, the 
Couimission reported the basic economic facts about certain key industries. In 
1939 and in 140, the Commission tiade reports covering the principal balance- 
sheet and income-statement data of American manufacturing corporations. We 
still receive frequent inquiries for copies of the 1940 report, which contained 
inf. rmation—-for example, the ratio of advertising expense to sales in various 
ndustries——which is net available elsewhere or for subsequent dates. 

During the Second World War, since the Office of Price Administration needed 
financial reports, the Commission's infant reporting project was transferred to 
that agency. Immediately after the war, the future status of the work was 
reviewed by an interagency committee on the needs for financial statistics or 
ganized under the auspices of the Division of Statistical Standards of the 
Bureau of the Budget. This committee decided that both Government and 
business had a substantial need for financial data that were not currently 
ivailable, and that such information could be best obtined by the Securities and 
Exchange Comiaission for the companies registered on security exchanges, which 
vere already required to report to that Commission, and by the Federal Trade 
Commission for other companies. Accordingly, these two Commissions began to 
supply condensed balance sheet and income statement figures for American manu 
facturing on a quarterly basis beginning with the first quarter of 1947. 

fhe chart which stands before you is an example of the information whicb 
these reports have made available. It shows for each vear from 1947 through 
N50 the profits before and after taxes which were made by corporations of 
different size classes. At the left in each year are small corporations with assets 
of less than $250,000. At the right in each year are large corporations with 
issets Of more than $100,000,000, The intermediate columns represent corpora- 
lions of intermediate sizes. As the charts graphically show, the largest profits 
were made in 1947 by the middle group corporations with assets of from a million 
foo million dollars. By 1950, however, the size of the profit was directly related 
to the size of the concern. The smallest corporations had the smallest profits, 

e largest corporations the largest profits, and the intermediate corporations’ 
profits which rose from sive class to size class. The profits of the largest cor 
porations in 1950 were nearly 350 percent on the stockholders’ equity before 
ves and over 16 percent after taxes. By contrast, the profits of the smallest 
orporations were not quite 17 percent before taxes and slightly over 10 percent 
fter taxes. 

The Office of Price Stabilization, like its predecessor in the Second World War, 
is need for profit data. In accord with the President's policy of using estah- 
shed agencies where possible instead of creating duplication of functions, OPS 
s chosen to rely upen the Commission for its regularly collected financial 

tistics. The Commission was ulready reporting manufacturing profits It 
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is currently supplying to OPS a series of special tabulations giving more c« 
than our regular reports and covering industries less broadly defined. 
method of reporting manufacturing profits is now being revised, partly for 
purpose of making the reports more suited to the needs of the price control ave; 
Specifically, we are about to ask for the first time for separate figures on cer; 
important elements of the cost of goods sold, such as labor and materials 

Meanwhile OPS has felt the need for protit information about wholesaling 
retailing as well as manufacturing. The statistical plan approved by the Bur 
of the Budget after the Second World War coutemplated the extension of 
financial reports to cover wholesale and retail distribution. We are now 
paring reports in these fields for OPS. 

We anticipate that these same profit reports for manufacturing and dist 
tion will be of use not only in price control but also in the development of 
tary procurement and contract renegotiation policies and in connection 
the work of the Treasury Department on excess-protits taxes. They have 
eral usefulness to any agency which needs to ascertain average rates of | 
for different kinds of business at different periods of time. 

I might say, parenthetically, that in revising our manufacturing reports, 
have attempted for the first time to obtain detailed information as to how 
data are used by business enterprises that have asked to receive copies. L 
numbers of concerns, big and little, have indicated that they find the rep 
useful for a wide variety of business purposes. Many of them have 1 
specific suggestions to us for changes that would make the figures more usefu 
them; the most common suggestion has been that the facts should be provi 
in greater detail. 

Reports on steel consumption 

Our efforts in steel to determine the impact of the defense emergency WwW 
competition have centered thus far on one major question: the effect of sh 
ages upon the relative status of large and small business. As post-Kores: 
shortages began to appear, the Commission was acutely aware that during ¢} 
1947 shortage of steel the Senate Committee on Small Business had found tha 
this scarce raw material was being diverted from one part of the country 
another and from independent customers to fabricators affiliated with the lary 
suppliers. The Commission was concerned lest a similar pattern recur. Accord 
ingly, we submitted to the Division of Statistical Standards of the Bureau of th: 
Budget a proposed questionnaire on steel distribution. Submission of this que: 
tionnaire for clearance by the division was mandatory under the Fede: 
Reports Act. 

Certain difficulties have arisen which have not yet been overcome to clear | 
way for completion of the work. 


Report on iron ore 

In addition to our efforts to find out the facts about steel distribution, we ha 
been trying to find out the facts about the shortage of iron ore. The Commissie: 
undertook an investigation of iron ore before the Korean crisis began. ‘Thy 
incentive to do so wus the existence of widespread comment to the effect that 
Nation's high-grade iron ore will soon be exhausted and that most of this or: 
as well as the overseas ore which must be used as a substitute, is controlled | 
a few of the larger steel companies, so that the existence of the smaller ster 
companies will soon be in jeopardy. The purpose of the investigation is pu 
to ascertain the facts as to the over-all supply of iron ore and partly to ascert: 
the control thereof. Information has been collected from the major produc 
directly and the figures are now being analyzed. Before the close of the calendas 
year, we expect to be able to report to the Congress on this question. 

Report on petroleum 

The Commission is also developing a study on petroleum. This study re! 
to a subject which is of far-reaching consequence to the country because oi 
very vital importance of petroleum in our national economy. 

The investigatory work to which I have just referred is, in my opinion, 
no means all of the work of a similar kind which the Commission should 
undertaking. With limited resources we find it necessary to confine ours 
to a few of the more important subjects that clamor for our attention, 
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Legal case work 

The Commission’s regular function of enforcing the laws entrusted to it has 
not changed nor ceased to be important because of the emergency. Indeed, 
when the Nation’s effort is being mobilized, monopolistic, and deceptive practices 
that restrict or deflect that effort are more undesirable than ever. 

lowever, the emergency has affected the character of the problems of law 
enforcement that are brought to our attention and has changed the relative 
emphasis which we are giving to different types of problems. 

Qur work upon deceptive practices has been affected chiefly by the shortage 
f certain materials and commodities. 

During the present mobilization period many materials have, and many more 

loubtedly will. become in short supply. This situation inevitably leads to the 
irketing of substitute products, for some of which many false and fraudulent 
claitus may be made. 

lhe Commission administers the Wool Products Labeling Act of 1989. This 

requires inforinative labeling as to the character and amount of constituent 
bers appearing in manufactured wool products. Its purpose is to afford pro- 
tion against the unrevealed presence of substitute fibers in such products. 
Protection afforded by the act extends not only to industry and the consuming 
iblic but to the armed services as well. 
In view of the increased use of woo] for world military needs, a shortage of 
fibers for consumer goods has naturally arisen. Shortages of raw wool, 
ther with the high market prices of such fiber and the pressure to maintain 
ustomed price ranges in ready-to-wear garments, have led to extensive use 

‘other materials. Such activity in the textile field results in a good deal of 
misrepresentation. It is in circumstances of this character that deterioration 
in quality and increased misrepresentations occur. 

The demands for materials essential to the mobilization for defense may 
cause some of the ingredients or materials normally used 
metics, and theraneutic devices to become unavailable or in shert supply and may 
result in the use of substitutes, some of which may materially affect the safety 
or efficiency of the product. 

All consumers ure required to make sacrifices in the defense effort; and it 

the responsibility of the Federal Trade Commission to protect their health 

pocketbook against false and fraudulent claims of omportunists who take 
advantage of shortages of civilian goods. It is also imperative that manufac 

rs disclose chnges in the quality and quantity of merchandise in order to 
protect the consumer from exploitation, to avoid unnecessary purchasing, and to 
insure equitable distribution of limited essential civilian goods, 

rhe Federal Trade Commission has the responsibility and power to prevent 
these practices in their incipiency. 

In order to make more effective the Commission’s work in this connection, and 
in furtherance of its policy of cooperating with the defense agencies, a program 
of coordination of effort and cooperation has been worked out with the Economic 
Stabilization Agency. 

Shortages of material have also affected the antimonopoly work of the Com- 
mission since their impact has fallen not only upon the consumer but also upon 
the small-business man whose survival is important to the maintenance of free 
competitive enterprise. The Commission is moving to prevent unfair acts and 
practices that exploit such shortages. It is seeking to prevent dominant firms 
from preempting sources of supply and from using tieing arrangements by which 
ley require buyers to take goods that are unwanted in order to obtain those 
that are scarce. To this end it is using its power under section 3 of the Clayton 
Act as well as under section 5 of the Federal Trade Commission Act 

During the First and Second World Wars, the concentration of economic 

mtrol was greatly accelerated; and conditions incident to industrial mobiliza- 
tion are already beginning once more to place a heavy strain upon the free- 
enterprise system and to increase the danger of a trend toward private monopoly. 
If this danger is to be checked, we must be particularly vigilant to prevent all 
tendencies toward concentration that injure competition and are not directly 
necessary to national defense, Hence it is peculiarly important for the Com- 
inission to be alert in enforcing the recent amendment to section 7 of the Clay- 
ton Act, which prohibits a corporation from acquiring the assets of other cor- 
porations when the acquisition has the effect of restraining trade. 

We are giving especial emphasis to the types of monopoly problems which 
I have just discussed in order to protect the free competitive enterprise system 
of our domestic economy from the dangers incident to our mobilization. 


in food, drugs, cos- 
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Il. CERTAIN PHASES OF DEFENSE PRODUCTION POLICY 


Your committee has asked me to not only state the role of the Federal Trade 
Commission during this emergency but also to present my views as to vari 
phases of the defense program itself. With your permission I shall confine ; 
comments to selected policies of the defense effort about which I have suggestio) 
to make or opinions to express. In this regard, however, I wish to say at 
outset that those in charge of the defense agencies with whom we have lx 
in contact are conscientiously embracing the great oportunity of serving the yy) 
lic interest as presented in this crisis. Their efforts in dealing fearlessly and 
courageously with almost innumerably problems of vast and complex character 
are in keeping with the highest tradition of patriotic service to the Nation, 


Federal procurement 

The Comission is much concerned about the consequences that would rr 
sult from an undue use of large companies as suppliers in Government procurs 
ment programs. The policies of the Federal Goverament, as expressed in thy 
acts that govern both civilian and military procurement, are to purchase fro 
smnall business wherever possible. Unfortunately, however, there are pervas 
influences that tend to give preference to large business. Among them ar 
pressure of procurement officers to do their work as rapidly as possible, which 
encourages them to place one large order rather than several small ones; the fax 
that large companies are often known to be reliable as to the quality of their 
product and the like, whereas the reliability of small concerns may be unknown 
even if their performance is as good or better; the fact that large companies 
are likely to have Washington representatives who keep them in close touc! 
with procurement programs, so that they can prepare their offers earlier and 
more fully: and the fact that the problems of maintaining uniform specifications 
nmong Various suppliers of the same item tend to increase as orders are diffused 
among more suppliers. 

A large element of judgment is necessarily involved in translating the policy 
of preference for small business into a series of decisions as to whether or not 
particular orders are suitable for placement with small business. Unless 
machinery is provided to enable small-business men to overcome the handicaps 
of their relative unfamiliarity with Government procurement and the difficul 
ties inherent in the coordination of their activities to meet a large Government 
program, it is probably that the drift of events will lead to a concentration of 
procurement orders during the present emergency similar to that which was 
conspicuous during the Second World War. 

One way of providing this special machinery which has come to the Co: 
mission’s attention is the establishment of a Small Defense Plants Corporatior 
such as is proposed in various bills now pending in Congress. During the lus 
war the Smaller War Plants Corporation made a beginning toward the strengt! 
ening of small business in the procurement program. I do not desire to comment 
today upon the details of the pending bills. I wish merely to emphasize th: 
importance of special facilitating machinery if we are to use all our nationa 
muscle by making full use of small business. 

As a part of an effort to encourage the use of small business and to mak: 
sure that small business is actually used, the procurement agencies have 
developed reports as to the distirbution of procurement between small and 
large enterprises. These reports should be encouraged and they should be 
improved to make them still more useful to small business. 


Allocations and price controls 

The administration of an allocation program or of a price-control progra 
may do much to strengthen one type of business enterprise and weaken anothe: 
type. This is inherent in mobilization. It is seldom the case that the terms 
of an allocation order or a price-control order are so flagrantly unfair as 
make an anticompetitive or discriminatory effect evident from a mere perus: 
of the order. Unfairness may sometimes appear in the technicalities of ar 
order—for example, in the selection of a base period during which one group 
of business enterprises Was prosperous and another was not. Even such 
stances cannot be detected without detailed knowledge, such as could be obtained 
only by a considerable staff. More often, an order must be so broad as to 
leave those who administer it a wide discretion, and the crucial problems as t 
the effect of the program will arise in the detailed decisions in which t) 
diseretion is exercised. 





STUDY OF MONOPOLY POWER 


Because of these inherent characteristics of price and production control, it 
would be hopeless to expect that programs of this type can be kept fair to 
small business as against large or to new business as against old through 
surveillance by a bystander agency, Whether that agency be the Federal Trade 
Commission or any other. The only way to make sure that such programs are 
administered with due attention to their effect upon present and future competi- 
tion is to build the protection of competition into the administrative agency 
itself. The first step, of course, is to select administrative personnel which 
is fair-minded and which has not acquired an insuperable bias by virtue of its 
previous employment. I am confident that a sincere attempt was made in 
the Second World War and is being made again in this emergency to obtain 
such persons and that on the whole a remarkable degree of success Was achieved 
and is being achieved. Nevertheless, it is obvious that when a large organiZa- 
tion is built quickly its personnel cannot be expected to be all that one would 
desire in 100 percent of the cases, 

To forestall bad effects from the personal aberrations that may be expected 
in any large agceny, it seems to me that it would be desirable for the agencies 
administering price and production control programs to have, at a relatively 
high level, officials who are specifically charged with the responsibility to 
make sure that the agency's program is so administered as to protect small and 
new business and maintain the vigor of competition. It is noteworthy that 
small business segments have already been built into the National Production 
Authority and certain other agencies. The more fully such an office is enabled 
to follow the flow of work in the organization and the more readily it may 
present its problems to the top administrators, the more effective it is likely 
to he. 

I should like to make it clear that in my opinion the work to be performed 
by such specialized instruments is quite different from that contemplated for 
the proposed Small Defense Plants Corporation, The duty of the former shonld 
be to make sure that the day-to-day decisions of a busy agency take account 
of important considerations that may be overlooked. The duty of a Small 
Defense Plants Corporation would be to do a specialized job of work in making 
sure that the facilities of small business are fully used. 


Tar relicf as an incentive for erpansion 

I have been concerned, like many others, by the fact that large business 
enterprises received a relatively high percentage of the first group of certificetes 
f necessity issued to provide tax relief in connection with industry expansion. 
] feel that the relative importance of large concerns in the list was due to a 
combination of three factors: First, that these enterprises were able to develop 
and file their plans faster than anybody else: second, that certificates were proc- 
essed on a first-come first-served basis: and, third, that no one has had the 
responsibility of developing the program of certificates of necessity in such a 
way as to make sure that preference would be given to small business. The 
greater speed shown by the big companies is an aspect of their familiarity with 
Washington to which I have already made reference. In the absence of specific 
policy guides laid down by the Congress, it was perhaps natural that those 
administering the issuance of certificates of necessity should avoid charges of 
favoritism by taking up applications in the order of their receipt. But just 
as the Government's procurement policy includes a preference for purchases from 
small business, so the Government's policy in granting tax relief for industrial 
expansion could be to authorize such relief for small business in preference 
to large business where the small concerns are willing and able to build the 
new facilities that are needed. It is within the power of Congress to provide 
that tax relief for construction projects be so administered as to insure the equi- 
table participation of small business and the maintenance of the vigor of our 
competitive system. 

A second opportunity seems fo me to exist in connection with the issnance of 
certificates of necessity, namely, the opportunity to encourage the nse of new 
technology designed to promote efficiency and better utilization of materials 
and thereby diminish the impact of current shortages. In the industries with 
which IT have some familiarity, the indications are that the new projects subject 
to accelerated amortization are nsing the same methods of production and the 
same kinds of equipment as establishments already operated by the expanding 
companies, Yet in many industries there must be promising technological inno- 
vations which, if they could be commercially applied, would greatly reduce the 
need for heavy capital equipment and correspondingly reduce the drain of 
industry's expansion upon the Nation's scarce materials. 
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The are innovations of revolutionary scope which are available or are being 
reduced to operating practice in the steel industry. For example, in addition 
to the widely advertised experimental work in concentrating the taconite ores, 
there are methods of increasing the supply of metallics by various direct-reduc 
tion practices already in use in Europe. Some of these new developments, I aim 
informed, promise to make economical the exploitation of smaller ore deposits 
which have not hitherto fitted into the integrated operations of the larger 
companies, Also, Republic Steel Corp. demonstrated during the last war that 
blast-furnace productivity can be increased 10 to 20 percent by top-pressure 
operations. Electrie furnace steel making has expanded phenomenally since 
1939. United States Steel Corp. recently reported that its newly developed 
basic turbo-hearth will reduce the time required for making steel to 12 minutes 
from 10 to 12 hours; there is the possibility that a small inexpensive unit may 
become the equivalent in productive capacity of a standard open hearth. At 
the next stage, two methods for the continuous casting of steel appear to ly 
hearly ready for commercial use; their success would permit a compact, rapid, 
continuous casting machine to take the place of ingot molds, stripping cranes, 
soaking pits, and blooming or slabbing mills. These new techniques, singly and 
collectively, offer the possibility of substantial savings in capital investments, 
operating costs, and in scarce materials. If their promise is realized they can 
promote the growth of regional operations by making small-scale units econo 
ical. With the growing searcity of raw materials every effort should be put 
forth to make use of the scattered and lower grade deposits. 

Of course I do not pretend to be technically competent to determine which 
innovations are practical and which are not, and I do not believe that the 
persons charged with the granting of certificates of necessity may, as a general 
rule, have this kind of technical competence. However, it would be entirely 
possible to organize a technical committee which would have such competence, 
and, where new technology has been approved by that committee, to see to it 
that the possibilities of such technology are exploited in new projects as a 
condition to the grant of tax relief. 

Conclusion 

In bringing this statement to 4 close let me say that mobilization necessitated 
by the present world emergeney calls for broad action that will utilize all 
segments of our industrial potential. It is also essential that mobilization he 
accomplished in such a way as not meanwhile to undermine or destroy the 
heritage of our free competitive enterprise system. Our people are united in 
accepting the basic idea (1) that our essential liberties, political and economic, 
are in jeopardy: (2) that the preservation of these liberties demands the utmost 
use of our national skills and resources, and (5) that personal and group interest 
must be temporarily set aside wherever those interests are inconsistent with 
such a national effort. 

We need to be vigilant in this emergency to take adequate steps to see that 
the recasting of our industrial machinery for mobilization does not leave us 
with a weakened or prostrate competitive system. As so well indicated by the 
President in his directive to the defense agencies last September, great care 
must be exercised in the defense effort to assure that our economy is not exposed 
further to the threat of economie concentration. He called attention to the fact 
that “during the last war the long-standing tendeney toward economic con 
centration was accelerated” and that “partial mobilization, in the absence of 
protective INeasures, May again expose our economy to this threat and thereby 
imperil the very system we are seeking to protect.” 

This threat to competitive enterprise cannot be adequately checked by half 
measures but requires that provision be made for a full utilization of the 
available legal powers and authority which are designed to protect competi 
tion, to safeguard small business, and to check undue economie concentration 
or the building up of monopoly power. 
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ANNUAL RATES OF PROFIT FOR MANUFACTURING CORPORATIONS 
BY TOTAL ASSET SIZE GROUPS, 1947-1950 


BEFORE TAXES 


i. Manufacturing Corporations 
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Immediate release SEPTEMBER 29, 1950 


The President today sent the following memorandum to: 
Chairman, National Security Resources Board 
Secretary of Commerce 
Secretary of the Interior 
Secretary of Agriculture 
Secretary of Defense 
Secretary of the Army 
Secretary of the Navy 
Secretary of the Air Force 
Secretary of Labor 
Chairman, Board of Governors of the Federal Reserve System 
Chairman, Board of Directors, Reconstruction Finance Corporation 
Administrator, Housing and Home Finance Agency 
Chairman, Interstate Commerce Commission 
Administrator, General Services Administration 

As I pointed out in my state of the Union message in January 1947, during 
the last war the long-standing tendency toward economic concentration was 
accelerated. Partial mobilization, in the absence of protective measures, miay 
again expose our economy to this threat and thereby imperil the very system we 
are seeking to protect. In numerous provisions of the Defense Production Act of 
1950, the Congress indicated its concern over this danger to free competitive 
enterprise. 

In order that this danger may be minimized, it is requested that, in performing 
those functions delegated to or vested in you by Executive Order 10161, you 
consult with the Attorney General and the Chairman of the Federal Trade 
Commission for the purpose of determining and, to the extent consistent with the 
principal objectives of the act and without impairing the defense effort, of 
eliminating any factors which may tend to suppress competition unduly, create 
or strengthen monopolies, injure small business, or otherwise promote undue 
concentration of economic power, 

I am requesting the Attorney General and the Chairman of the Federal Trade 
Commission to consult with you as the occasion requires and to report to me 
from time to time concerning the progress that is being made in carrying out 
this poliey. 


HArry S. Truman. 


THe Wuitr Howser, 
Washington, December 20, 1950 
Memorandum for: 
Chairman, National Security Resources Board 
Secretary of Commerce 
Secretary of the Interior 
Secretary of Agriculture 
Secretary of Defense 
Secretary of the Army 
Secretary of the Navy 
Secretary of the Air Force 
Secretary of Labor 
Chairman, Board of Governors, Federal Reserve System 
Chairman, Board of Directors, Reconstruction Finance Corporation 
Administrator, Housing and Home Finance Agency 
Commissioner, Interstate Commerce Commission, in charge of the Bureau 
of Service 
Administrator, General Services Administration 
Administrator, Economic Stabilization Agency 

As required by the Defense Production Act of 1950, the Attorney General 
has submitted to me and to the Congress his first report concerning the dangers 
to a competitive enterprise economy which are inherent in mobilization for 
defense. This report discusses various areas in which the dangers to com 
petitive enterprise are particularly serious, and policies for minimizing these 
dangers. 

While our paramount goal must be to strengthen the national defense both 
rapidly and effectively, we have also a responsibility to protect and preserve 
competitive enterprise in the structure of our economy. It is most important, 
as I indicated in my memorandum of September 2S, that we should avoid, 
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insofar as possible, measures which may impair the vigor of free competitive 
enterprise by suppressing competition, creating or strengthening monopolies, 
injuring small business, or otherwise promoting undue concentration. I be- 
lieve that the Attorey General's analysis will be of assistance to you in identify- 
ing some of the problems about which you should consult with the Attorney 
General or the Federal Trade Commission in carrying out your responsibilities 
in the defense program. Such consultation is particularly necessary during 
this early phase of the defense program when major policy decisions are being 
made. I again urge that full consideration be given to these problems and 
recommend that you call the report to the attention of all members of your staff 
concerned with them. 


Harry S. Truman. 


(At 10 p. m., the hearing was adjourned, sine die. ) 
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THURSDAY, JULY 26, 1951 


House or RepresENTATIVES, 
SpeciaL SURCOMMITTEE ON THE STUDY OF 
Monopoty Power or THE COMMITTEE ON THE JUDICIARY, 
Wash os B.C. 


The special subcommittee met, pursuant to call, at 10:25 a. m., in 
room 346, Old House Office Building, Hon. Emanuel Celler (chair- 
man), presiding. 

Present: Representatives Celler, Bryson, Lane, Willis, Reed of 
Illinois, McCulloch, Goodwin, and Hillings. 

Also present : E. Ernest Goldstein, General Counsel to the subeom- 
mittee; John Paul Stevens, associate counsel, representing the minor- 
ity; Jerrold L. Walden, assistant counsel; John F. Woog, assistant 
counsel; and Eileen R. Browne, clerk. 

The Cnamman. The subcommittee will come to order. 

We will hear this morning, at his own request, James K. Knudson, 
Administrator of the Defense Transport Administration, Mr, Knud- 
son is also a member of the Interstate Commerce Commission. 

Will you step forward, Mr. Commissioner, and please raise your 
right hand. Do you solemnly swear to tell the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. Knupson. I do. 

The Cuamrman. Do you want to read your statement or give us a 
summary of it ¢ 

Mr. Knupson. Well, if it please Your Honor, I would like to make 
a little extemporaneous introductory statement and then, depending 
on the time of this honorable subcommittee, either read it or sum- 
marize it. 

The Cuatirman. Which will be more agreeable to you? 

Mr. Kxupson. I think it would be better if I read the full text. I 
read rather fast and I will read the full text. 

The CHairnman. You may be seated. 


TESTIMONY OF JAMES K. KNUDSON, ADMINISTRATOR, DEFENSE 
TRANSPORT ADMINISTRATION, ACCOMPANIED BY FRANCIS A 
SILVER, COUNSEL 


Mr. Knvupson. I think it is always advisable, gentlemen, when a 
witness comes before any kind of a committee that he should perhaps 
qualify himself to speak. I would like to give you just a little of my 
background so that you will know the kind of an executive officer of 
covernment with whom you are dealing. I have been in the Govern- 
inent of the United States as a public servant for about 20 years. My 
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first position was with the George Washington Bicentennial Co: 
mission. 

From there I went to the Department of Agriculture, after grad 
uating from law school, and became the chief hearing officer of | 
Agricultural Adjustment Administration: later transferred to tly 
Solicitor’s office of the Department of Agriculture, and for 10 yea 
was commerce counsel for four Secretaries of Agriculture, repr 
senting them before the Interstate Commerce Commission, the vari 
other regulatory agencies dealing with transportation, both Fede: 
and State. 

I give vou these facts so that you will appreciate my understandiny 
of some of the problems with which you gentlemen are confronte 
I have dealt with business, large and small: I have represented 
Government in adversary proceedings when large business was on | 
other side of the counsel table. 

I have, 1 believe, a fundamental and full appreciation of the ar 
trust statutes, and I certainly have a very high regard for the enfor 
ment thereof by the Department of Justice and everyone else co 
cerned, 

Over and above this, IT am a small-business man in my own rig! 
I have some business holdings out in my native State, the State ot 
Utah, and I derive therefrom a taxpayer's concept of government 
addition to the attitudes that I have developed as a Governmen! 
servant for 20 years. 

Now, my name is James K. Knudson. Tam a member of the Inte: 
state Commerce Commission and, as the Commissioner in adminis 
trative charge of the Bureau of Services of the Commission. I am ex 
officio the Administrator of the Defense Transport Administratio: 
This agency has certain responsibilities under the Defense Productio 
Act of 1950 with respect to domestic transportation, storage, and port 
facilities as that term is defined in Executive Order 10161, dated 
September 9, 1950. 

I have asked for the privilege of appearing before this subcon 
mittee in order to correct certain erroneous impressions which appes 
to exist concerning the use of business advisory committees and othe 
advisory bodies by DTA. I particularly refer to the testimony a: 
evidence that was received by this subcommittee at its session of Ju 
11, 1951. 

Because the subject of task groups, as distinguished from indust: 
advisory committees, was considered at length by this subconunitte: 
at the hearing adverted to, I should like to give you a rather co 
plete historic “al picture of the formation and composition of the domes 
tic transport and storage-task groups which DTA) proposes—and | 
underscore that word “proposes,” because we haven't yet used thie 
in the sense it was talked about in the hearing before—to use in co 
nection with the discharge of its responsibilities. I have used 
word “proposes” advisedly as the membership of these so-called t: 
groups has not been completed as yet in any of the several groups a 
none of the task groups has funetioned. I shall refer later in 1 
statement to a conference that was held by one of the DTA divisi: 
chiefs with three members of one of the proposed task groups. 

In December 1948 the Director of the Office of Tr: er ion ih 
Storage of the N = Bk ul Security Resources Board, Capt. Granvil) 
Conway, asked Col. J. Monroe Johnson, then Director of the Offic 
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of Defense Transportation and Chairman-elect of the Interstate Com- 
merce Commission, to become general chairman of a number of task 
groups on domestic transportation and storage. The particular fields 
to be covered by separate task groups were: Railroad tr: insport, street 
and highway transport, inland-water tr: ansport, pipelines, and ware- 
housing and storage. The assigned mission of the general chairman 
was to de <— recommendations to NSRB of plans ‘for the mobiliza- 
tion of the Nation’s transportation system in the event of war. The 
project was to be undertaken, I understand, as a part of NSRB's 
responsibility under the National Security Act of 1947, 

After preliminary discussions, Colonel Johnson agreed to under- 
take the task. It was agreed by Colonel Johnson and Captain Conway 
that in order to obtain a balanced judgment in each of the task-group 
areas the membership in each would consist of representatives of 
industry, the military, and the civilian branches of the Federal Gov- 
ermnent having an interest. In constituting the task groups this 
agreement was faithfully observed. In the Railroad Task Group, 
for instance, representatives were selected from each of the major 
railroad areas of the country, from the short line railroads, from 
other carriers (Railway Express Agency and the Pullman Co.), from 
the private car-line companies, and from shippers. They represented 
the rail industry, and the users of their service. The Department 
of Defense was represented by delegates from the Department of 
the Army, the Department of the Navy, the Department of the Air 
Force, and the Munitions Board. The civilian segment of the Govern- 
ment had representatives from the Departments of Agriculture, 
Commerce, Interior, Treasury, Post Office, and the Interstate Con 
merce Commission, A similar pattern was followed in the formation 
of the other task groups. Each member of a task group was appointed 
to the group by the acting chairman of the NSRB, Dr. John L. Stee!- 
man. who acted upon recommendation of the general chairman. More- 
over, each member before he was permitted to serve had to receive 
security clearance in accordance with NSRB security regulations. 

The chairman and secretary of each task group were appointed 
WOC consultants to NSRB and were duly sworn in as Government 
employees. I believe it would be of interest to this subcommittee to 
know the identity of these chairmen and secretaries. The Railroad 
Transport Task Group was chaired by C. H. Buford of Chicago, Il. 
then president of the Milwaukee Railroad, and former Federal Mana- 
ager of the railroads during the Government seizure in May L446, 
Its secretary was Caleb R. Magee of Washington, D. C., vice chairman, 
car service division, Association of American Railroads, and one- 
time director of the Railway Transport Department of ODT. Street 
and Highway was chaired by Guy A. Richardson of Chicago, I1., 
vice chairman of Chicago Transit Authority, and former ¢ ivector 
of the Highway Transport Department of ODT. Its secretary was 
W. S. Rainville, Jr. of Forest Hills, N. Y., director of research, 
American Transit Association, and former associate director of High- 
way Transport Department of ODT. (Mr. Rainville also served as 
general secretary. He is now my exec utive assistant.) Inland Water 
was chaired by Lawrence C. Turner of Cleveland, Ohio, president, 
Great Lakes Towing Co., and former director of Inland Water Trans- 
port Department of ODT. Its secretary was Charles F. Kellers of 
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New York City, president, James McWilliams Blue Lines, Inc., anc 
former associate director of Inland Water Transport Department ot 
ODT. Warehousing and Storage was chaired by Col. Leo M. Nicolson 
of Chicago, Ill, president, Nicolson, Port & List, Inc., and former 
director of the Warehousing and Storage Division of ODT. Its 
secretary was Harold K. Osgood of Washington, D. C., associated 
with Fairfax Storage Co., and former associate director of the Ware- 
housing and Storage Division of ODT. (Mr. Osgood is now director 
of DTA’s Warehousing and Storage Division.) The Pipe lines Divi 
sion was chaired by Bruce C. Clardy, of Chicago, IIL, general manager, 
crude oil supply, Standard Oil Co. of Indiana, and former director 
of the Pipeline Division of the Petroleum Administration for War. 
Its secretary was Robert W. Shields, an engineer of the Bureau of 
Valuation, Interstate Commerce Commission, and former chief of 
the Pipeline Division of ODT’s Department of Liquid Transport. 

On February 20, 1950, Colonel Johnson, as general chairman of the 
Task Groups for Domestic Transport and Storage, rendered to the 
director of the Transportation Office, NSRB, his report of recom 
mendations with reference to the mobilization of the Nation’s do 
mestic transport and storage systems in the event of war. It was 
subsequently circulated by NSRB to all Government agencies having 
an interest for their comment. As a result of comment received, 
Colonel Johnson, my distinguished confrere on the Commission, made 
several changes of a minor nature. The report, as revised, consists 
of seven volumes and contains a complete blueprint of plans for mo- 
bilization in the various areas in the event of war. When I became 
Administrator of the Defense Transport. Adaninistration, NSRB 
furnished me with a copy of the report and also a copy of a report 
of the Port Utilization Liaison Group, another NSRB task group. 
This latter group was chaired by Brig. Gen. Robert H. Wyhe (re 
tired) of San Francisco, Calif., manager, board of State harbor 
commissioners, port of San Francisco, formerly assistant chief of 
‘Transportation, United States Army. Its secretary was Maj. Russel! 
W. Humphreys, United States Army, now on duty in Tokyo. 

I have studied these reports (except the one that relates to pipe 
lines, which are not under DTA’s jurisdiction) and I say to you 
earnestly and in complete sincerity that these task groups did a mag- 
nificent job. In my opinion this Nation owes them a debt of gratitude 
for their planning and a full meed of appreciation for their unsel 
fishness in devoting their time and talents to this project. I consider 
invself extremely fortunate in having this material available to me. 
I am grateful for it. It has made it possible for me to operate DTA 
with a much smaller force than I otherwise would have had to have, 
had it not been accessible. While these task-group reports cover full 
seale mobilization, the courses charted are so clearly and adequately 
set forth that it is not difficult to derive from them an appreciation 
of the measures which should be considered for any intermediate state 
of mobilization. 

Mr. Gotpstr1n. May I interrupt? So that the record is clear, the 
reports you are referring to were made by the task force to NSRB, 
and they subsequently were furnished to you by the NSRB itself; is 
that correct ? 

Mr. Knupson. That is correct, sir. 
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Mr. Goupstern. Thank you. 

Mr. Knupson. From the brief history of the NSRB special task 
groups that I have above given, I know you will readily understand 
that it was quite natural for me to want to have available to me the 
advice and counsel of these task groups. The Transportation Office of 
NSRB was approached on the subject and expressed assent so far as 
t was concerned. It obviously had no right to transfer these task 
vroups to DTA, so we undertook to canvass the situation, first, with 
the task group chairmen and the secretaries. 

With one exception they were agreeable. The one execption con- 
cerned the chairman of the Railroad Transport Task Group who had 
retired from his position as president of the Milwaukee Railroad. 
He submitted a formal resignation from the NSRB task group and 
Colonel Johnson, as general chairman of the task groups, asked the 
secretary of that group (Caleb R. Megee). who, as I stated above, 
served ODT at one time as its Director of Railway Transport, to 
fill the vacancy. In turn his vacancy was filled by the individual 

William Betts) who during the deliberations of the task group 
served as an assistant secretary. 

Mr. Goupstetn. May I interrupt again? This is for the purpose 
of clarifying the record. Mr. Caleb Megee is privately employed as 
vice chairman of the car service division of the Association of Ameri- 
ean Railroads; is he not? 

Mr. Knxvupson. I believe that is his position. 

Mr. Goupstern. And Mr. Betts is privately employed as the assist- 
ant to the chairman of the car service division of the Association of 
American Railroads; is that right? 

Mr. Knvupson. I think that is his position. 

In the case of the Inland Water Transport group, the chairman 
and seeretary had resigned their respective positions, but remained 
members of the group. A new chairman and a new secretary were 
selected. They are, respectively, A. W. Frey, vice president and 
general traflic manager, National Oil Transport Corp., New York City, 
and J. W. VonHerbulis, an employee of Jas. McWilliams Blue Lines, 
Ine.. New York City. 

The meeting in Washington on February 9, 1951, the minutes of 
which have been furnished this subcommittee and are in the record.® 
was held to take the first of the formal steps which were felt necessary 
to convert the NSRB groups into task groups for DTA. As above 
indicated, all of the chairmen and secretaries were WOC consultants 
to NSRB and were Government officials, albeit with limited advisory 
funetions. The question was raised that inasmuch as these individuals 
were already Government officials, would it be necessary to swear 
them in. It was the view of my general counsel that since the individ- 
uals were sworn in as Government officials for a particular purpose— 
to serve NSRB—it would be advisable and perhaps necessary to swear 
them in as consultants to DTA and that 1s why it was done at the 
February 9 meeting. 

I might add by way of interpolation that I gave thoroughgoing 
instructions to them as to what their responsibilities were and the 
traditions of Government that they were supposed to observe and the 


See supra, p 210 
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fact that after they took that oath of oflice as Government employe: 
they were supposed to forget in their Government functions tly 
affiliations they had on the outside. 

Mr. Goupsterx. May I interrupt again / 

Mr. Knupson. Yes. 

Mr. Goupsrein. Now under what statutory authority did you eim- 
ploy these WOC consultants / 

Mr. Kxupson. I think that is justified under the National Pr 
duction Act of 1950 and the Executive orders that the President has 
given us in implementation thereof, 

Mr. Goutpstern. Particularly section 710 of the Defense Productic 
Act of 1950, is that what you have in mind ¢ 

Mr. Knupson. My counsel says, yes, that is what [ have in mind 
I will accept that. 

Mr. Goupstern. That section, section 710 (b), authorizes the Pres) 
dent to exempt such WOC’s from the operations of section 281, 2s 
4, and 1914 of the Criminal Code, the so-called conflict-of-interes 
statutes: is that not correct, sir¢ 

Mr. Knupson. It is my understanding, though, we have been au 
thorized by the Department of Justice that if any of them are guilty 
of violating the Criminal Code, they will be prosecuted to the same 
extent as if they werent. 

Mr. Goupsrein. You are familiar with the Executive order. Execi 
tive Order No, 10152 of the President, whereby he delegates authority 
and wherein he authorizes the employment of WOC consultants and 
specifically invokes the powers given to him by section 710 (b) ; thus 
making it clear that these people are exempt from the contlict-of 
interest statutes / 

Mr. Knupson. Well, L am not personally familiar with all the de 
tails, but the people who do the actual paper work in hiring our 
WOC consultants are familiar with it and are acting under those 
instructions. 

Mr, Goupsrern. 1 wonder if your general counsel, if he is present, 
could tell yvouw hether or not that is the correct inter preti ation. 

Mr. SILVER. Yes, that is correct. The way you have stated 
correct. 

Mr. Knupson. We will accept it as correct, of course. 

Mr. Goupsrein. Now, sir, with regard to Executive Order LOLs2. 
does that not provide that prior to the hiring of WOC’s an 
attempt shall be made to find full-time qualified Government en 
ployees and in case they are not available, that certification of that 
fact should be made prior to the hiring of the WOC personnel / 

Mr. Knupson. Yes, it so provides, and we have been scrupulously 
religious, as far as I know, in following that provision. 

Mr. Goupsrer. So in the case of swearing in Mr. Megee, Mr. Betts, 
and the rest of them, an attempt was made to find qualified Govern 
ment personnel, and lacking that, vou did certify to the proper au 
thority that there were no qualified full-time people available / 

Mr. Knupson. I would like to reserve answer. L think that was 
done. My concept of that provision is that it has most certain appli 
cation to the WOC consultants that are put on my staff for day- 
to-day activities, and we have certified with respect to every one of 
them. 
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Now with respect to these consultants on the task groups, 1 would 
have to take counsel. 

Mr. Sinver. I believe they have all been certified under the Execu- 
tive order, 

Mr. Knupson. We can find that out and give you a certain answer.” 

Mr. Goupsrein. May I request that the record be amplified as to 
that ¢ 

The Cuairman. Yes, Mr. Commissioner, you have a perfect right 
to supplement your statement this morning by answering that question. 

Mr. Knupson. We will do it on the transcript when it is given to us. 

Mr. Gotpsterx. Do you know whether or not the broad immunity 
from the conflict of interest statutes is applicable to the WOC em- 
plovees of NSRB under the National Security Act, from which they 
derive their authority ¢ 

Mr. Knupson. No, I don’t know that. My conception of it would 
be that when they come over as consultants on a task group pasaitiinn 
to DTA that the laws applicable to DTA would have to apply. 

Mr. GoupsTein. My inquiry, sir, was: Is it not true that the NSRB, 
the act which authorizes the NSRB, and its procedures in employment 
of WOC personnel do not grant to such WOC personnel the board 
exemption from the conflict of interest statutes as is applicable when 
they are made WOC’s of the DTA? 

Mr. Knupson, I will accept your question as a statement, sir, and 
assume it is true. 

Mr. Gouipsrecn. If Tam not correct, will you clarify that in your 
remarks ¢ 

Mr. Knupson. I will be glad to look it up. I didn’t come prepared 
to answer questions of that kind, but I will be very glad to familiarize 
nivself with it and amplify my statements.” 

Mr. Goupsteinxn. The purpose of the question, sir, was in line with 
the taking over of NSRB personnel, because they had been NSRB 
personnel, into DTA, and the question was: Wasn't there a different 
frame of reference for their hiring? 

Mr. Knupson. I can understand your concern and perhaps what I 
am about to say will in a measure clarify it. 

Mr. Goupsteix. May I just ask two more questions, Mr. Chairman ¢ 

The CruatrMan. Yes. 

Mr. Gotpstrrixn. As a practical matter then, vou have made the 
chairmen and secretaries of your task groups Government employees, 
is that not right, through swearing them in / 

Mr. Knupson. Yes, I think for the particular specific limited func- 
tions that they perform, that is so. 

Mr. Goupsrer. And in two of these instances the persons involved 
are privately employed as executives of the Association of American 
Railroads. 

Mr. Knupson. Yes, there are two of them belonging to the associ- 
ation and, of course, the other list that I read will indicate that most 
of them come from individual industries. 


* See letter July 27, 1951, from Mr. Knudson, paragraph item No. 1, appendix, infra, 
Pp. 1056 
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Mr. Gotpstern. Mr. Chairman, may I have accepted for the record 
a list of the Defense transport Administration WOC consultants, 
which was furnished to this subcommittee ¢ 

The CuatrmMan. Yes, that is admitted. 

(The document referred to above follows :) 


Exutsit No. 90 
DEFENSE TRANSPORT ADMINISTRATION 


(2) Information shown under this item lists present position in the Defen 
Transport Administration and then shows present or last prior positions and 
industry connections if any: 


WOC CONSULTANTS 


William F. Betts__-- Consultant on railroads, Railroad Transport D 
Vision. Assistant to chairman, car service di 
vision, Association of American Railroads. 

Raymond E. Chamberlain... Chief of Private Automobile Section, Street and 
Highway Transport Division. Retired exe: 
tive vice president, National Automobile Dealers 
Association, Washington, D. C.; acting as NADA 
convention and exhibition manacer. 

Albert L. Christiansen Consultant on open-top equipment, coal and ore 
movement, Office of the Administrator. Elgin 
Joliet & Eastern Ry., superintendent of trans 
portation. 

Henry E. English__- _ Director, Street and Highway Transport Division 
Chairman of the board, Red Ball Freight, Ine 
chairman ef the board of directors, America 
Trucking Assovciution. 

August A, Frey____-_--_-__.. Consultant on inland waterway problems, Inlan 
Water Transport Division. Vice president and 
general traffic manager, National Oil Transpor 
Corp. 

George N. Goad__-~- Deputy Director of Railroad Transport Division 
Vice president, Standard Railway Equipme: 
Manufacturing Co, 

Lee A. Hyde__---~- ~----..--. Consuitant on street and highway transportatior 
problems, Street and Highway Transport [i 
Vision. President and general manager, Hiz 
way Express, Inc., Memphis, Tenn., and presi 
dent of Dunbar Transport & Storage Co. of Me: 
phis. 

Albert S. Johnson____--_---. Consuitant on port facilities problems, Office of thu 
Administrator. Port director, Port of Gulfpor 
Offive of Defense Transportation, Assistant Di 
rector Railway Transport Division. 

Richard H. Lamberton___--- Consultant on petroleum and other liquid rai! 
transportation, Railroad Transport Division 
Union Tank Car Co., president 1945 to date 
Deputy Director, Liquid Transport Dvision, 0! 
fice of Defense Transportation. 

Caleb R. McGee____-- oF em ooeee Consultant on railroads, Railroad Transport Di 
vision. Vice chairman of car-service division 
Association of American Railroads; on loan to 
the office of Defense Transportation. 

John H. Middlekamp__.----. Consultant on street and highway transportation 
problems, Street and Highway Transport Divi 
sion. Vice president, Mack Trucks, Inc., New 
York, N. ¥.; War Production Board, Director o 
Automotive Division. 

Benjamin B. Miller ~-_--- Consultant on domestic transport manpower prob 
lems, Manpower Division. Director of industria! 
relations, American Trucking Association ; Office 
of Defense Transportation, Executive Manpower 
Officer. 





STUDY OF MONOPOLY POWER 835 


George H. Minchin Director of Railroad Transport Division. Senior 
vice_president, Atchison, Topeka & Santa Fe 
Ry. Co.; president of the Chicago Produce 
Terminal; president of the Illinois Northern Ry. 

Leo M. Nicholson Consultant on warehousing and storage problems, 
Warehousing and Storage Division. Executive, 
Nicholson, Porter & List, Inc., Chicago; Office 
of Defense Transportation. 

Samuel F.. Niness__.-_------ Consultant on tank truck operations, Street and 
Highway Transport Division. President, Lea- 
man Transportation Corp. 

Walter S. Rainville Executive assistant. Director of research, Amer- 
ican Transit Association; Consultant WOC 
NSRB: Office of Defense Transportation Con- 
sultant WOC. 

Guy A. Richardson____--__-_. Consultant on street and highway transportation 
problems, Street and Highway Transport Divi- 
sion. Vice chairman, Chicago Transit Board. 

Albert B. Rosenbaum___.---. Consultant on highway transportation, Street and 
Highway Transport Division. Attorney and as- 
sistant general manager, Regular Common Car- 
rier, Conference of the ATA, Inc., Washington, 
D. C.; Office of Defense Transportation. 

Frank E. Russell Chief of Roadway, Equipment and Manpower 
Branch, Railroad Transport Division. Superin- 
tendent of motive power, Southern Pacific R. R. 
Co. 

Fred A. Shellhorn Consultant on liquefied petroleum gas, Railroad 
Transport Division. Anchor Petroleum Co., 
Tulsa, Okla. 

Paul L. Siemiller Consultant on manpower problems, Manpower 
Division. General vice president, International 
Association of Machinists, Washington, D. C.; 
War Labor Board. 

Paul L. Tietjen Director, Inland Water Transport Division. Jones 
& Laughlin Steel Corp., director of water trans- 
portation. 

John W. Von Herbulis Consultant on inland-water-transportation prob- 
lems, Inland Water Transport Division. Vice 
president, Seaboard Shipping Corp. 

Robert H. Wylie Consultant on port-utilization problems, Port Utili- 
zation Division. Port manager, Board of State 
Harbor Commissioners for San _ Francisco 
Harbor. 


WAE CONSULTANTS 


William H. Bedford Consultant on port utilization, Port Utilization 
Division, Assistant director, Port of Gulfport, 
Gulfport, Miss. 

Ralph F. Berry Consultant on refrigerated warehousing services 
and facilities, Warehousing and Storage Divi- 
sion. President, Kemper Thomas Co., Cincin- 
nati, Ohio; War Assets Administration, Asso- 
ciate Regional Director. 

Anthony Chiusano Consultant on materials used and construction of 
towboats and barges. Previously served with 
War Shipping Administration; port agent on 
fee basis for A. L. Burbank & Co., Ltd., New 
York; and Frigatrans, Inc., a subsidiary of C. 
Clausen Dampskilisrsederi, Copenhagen, Den- 
mark. 

John P. Coakley..........-- Acting Deputy Director, Inland Water Transport 
Division. Executive assistant, Ingalls Ship- 
building (C'orp., Birmingham, Ala. 
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Charles M. Dorsey Acting Chief, Property Operations Branch, Street 
and Highway Transport Division. Vice pres; 
dent in charge of operations, Columbia Trans 
portation Service, Cincinnati, Ohio. 

Elmo FE, Ferrari Director of Port Utilization Division. Director, 
Stockton Port District, Stockton, Calif.; Wa: 
Shipping Administration, Assistant Director «: 
*acific Coast: vice president of the Californ 
Association of Port Authorities. 

John L. Fraley Consultant on street and highway maintenance 
problems, Street and Highway Transport Di, 
sion. Traffic representative, district sales mat 
ager and assistant sales manager of the Carolina 
Freight Carriers Corp. 

John L, Frederick _-_-___--. Economie consultant to the Administrator, Office 
of the Administrator. Professor of transports 
tion, University of Maryland; member of Trans 
portation Association of America; Aviatior 
Writers Association; American Marketing Ass: 
ciation; American Society of Traffic and Trans 
portation. 

Samuel W. Greenland Acting Chief, Passenger Operations Branch, Street 
and Highway Transport Division. Retired as 
adviser, vice president, and general manager of 
the St. Louis Public Service Co. 

Edward D. Hicks_ ~~ _... Deputy Director, Street and Highway Transport 
Division. Executive assistant to president, Ye! 
low Transit Co., Oklahoma City, Okla., and S1 
Louis. 

James H. Hutchinson, Jr Consultant on manpower problems with respect to 
the street and highway transport programs 
Street and Highway Transport Division. Su 
pervisor, shipping department, Goodyear Tire 
and Rubber Co., Los Angeles, Calif. 

Edward A. Keenan___- . Assistant Chief, Inter-City Bus Section, Street and 
Highway Transport Division. Special repre 
sentative, American Busliners, Ine., Dayton, 
Ohio. 

Joseph E. Keller ; Adviser on Federal-State transportation relations, 
Office of Administrator. Attorney, Dow, Lolnes 
& Albertson, Washington, D. C.; Office of De 
fense Transportation, adviser on trade barriers 

Warren CC. Kendall_- . Adviser on domestic rail transportation, Railroad 
Transport Division. Retired from position of 
chairman, car service division, Association ot 
American Railroads. 

George A. Myhaver__- , Consultant on school busses, Street and Highway 
Transport Division. Seif-employed, Veterbo: 
ough, N. H.; adviser, Office of Defense Trans 
portation, New Hampshire: owner and operi 
tor, Granite Stages and Peterborough Buslines 
chairman, New England Bus Association ; chai! 
man, New Hampshire National Military Bus 
Bureau; New England director of Northeastert 
jus Traffic Association; member, Tariff Com 
mission: member, Committee for Integration of 
Busses in Event of War; National Association 
Motor Bus Operators; chairman, transportation 
committee, New Hampshire House of Repre 
sentatives; chairman, Board of Selectmen 
Peterborough, N. H.: chairmen, eve cuation com 
mittee, State civilian defense 

Samuel Newman__- Acting Director, Manpower Division. Retired 
general vice president, International Associx 
tion of Machinists. 
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Specialist on railroad problems, Railroad Trans- 
port Division. Superintendent of freight trans- 
portation, New York, New Haven & Hartford 
Railroad: member of New England Railroad 
Club; New Haven Railroad Club; Railroad 
Superintendents Association. 

Consultant on general merchandising services and 
facilities, Warehousing and Storage Division. 
Self-employed to date: Engineering Associated 
Transport, Inc., New York. 

Consultant on automotive equipment, Equipment 
and Materials Division; retired employee of Me 
Graw-Hill Publishing Co., editor of Bus Trans 
portation. 

Administrator, Defense Transport Administration. 
Comiuissioner, Interstate Commerce Commis- 
sion. 

Deputy Administrator, Defense Transport <Ad- 
ministration. Director, tureau of Service, 
Interstate Commerce Commission; Executive 
assistant-Deputy Director, Office of Defense 
Transportation. 

Executive assistant. Director of research, Ameri- 
can Transit Association; Consultant WOC 
NSRB: Office of Defense Transportation con- 
sultant WOC, 

General counsel. National Security Resources 
sjoard; Assistant general counsel, Office of De- 
fense Transportation. 

Administrative officer. Classification officer, Bu- 
reau of Agricultural Economics; Special agent, 
Department of Agriculture at Dallas, Tex., and 
Tampa, Fla. 

Information and editorial specialist. Assistant 
Director, Bureau of Traffic, Interstate Com- 
merce Commission, 

Director of Railroad Transport Division. Senior 
vice president, Atchison, Topeka & Santa Fe 
Ry. Co.; president of the Chicago Produce Term- 
inal: president of the Illinois Northern Ry. 

Director, Street and Highway Transport Division, 
Chairman of the board, Red Ball Freight, Inc.: 
chairman of the board of directors, American 
Trucking Association. 

Director, Inland Water Transport Division. Jones 
& Laughlin Steel Corp., director of water trans- 
portation. 

Director, Warehousing and Storage Division. 
Vice president, Fairfax Storage Co.; War Assets 
Administration, director, warehousing and 
traffic. 

Director of Port Utilization Division. Director, 
Stockton Port District, Stockton, Calif.: War 
Shipping Administration: Assistant Director of 
Paciffic Coast: vice president of the California 
Associntion of Port Authorities. 

Director, Equipment and Materials Division. Dis- 
trict superintendent of the Wilmington district 
of the Atlantic Coast Line R. R.; Director of 
Transportation Equipment Division, War Pro- 
duction Board; Associate Chief of Materials 
Division, Office of Defense Transportation; 
Cflice of Production Management, analyst. 
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Samuel Newman’ Director, Manpower Division. Retired gener: 
vice president, International Association 
Machinists. 

Robert R. Hendon, Jr____._-_. Amortization Specialist. Attorney-examiner, 
terstate Commerce Commission. 


1 These men are acting as division directors, but they are employed on a consultant ba 
and therefore they are also included under item 2. (Also see exhibit No. 15, supra, p. 204 


Mr. Stevens. May I ask a question, Mr. Chairman ? 

The CHamman. Yes. 

Mr. Srevens. As I understand it, there has been quite a bit of 
discussion about:trade-association employees performing Gover 
ment functions. With reference to the specific trade-association en 
plovees mentioned here, have you found that they have been good 
public servants ? 

Mr. Knupson. I have a personal feeling about people who come 
into the Government that is largely predicated on my career in Gov- 
ernment. I think there are rotten apples in all kinds of barrels, some 
of them within the Government, some of them within trade associa 
tions, and some of them within industry, and some of them withi 
small business. 

They are in the vast minority. There isn’t one sometimes in a 
barrel ful. 

Mr. H. Graham Morrison, when he was before you, dealt with the 
matter of character and personalities and the general reputations 
that people get by working with associations. I attach far more im- 
portance in hiring a man to his personal character and his ability to 
stand the scrutiny and the investigation that we give him and his 
ability to stand the scrutiny that FBI and our security officers give 
him with reference to using classified information, and so forth. 

I don’t see any particular significance in the fact that he may be 
from industry or from a trade-association as long as we are operating 
within the law and as long as he isa high-ch: artered individual. 

Mr. Srevens. To be more specific, sir, what about these particular 
employees? Would you say they were good public servants ? 

Mr. Kwnupson. I certainly would. They distinguished themselves 
in ODT days, for several years they gave valuable service, proved 
their worth to Colonel Johnson in that organization, and they rendered 
yeoman service, it is my understanding, on the NSRB task groups 
before they were moved over to DTA. 

Mr. Goupsrern. Mr. Knudson, one further question. At this time, 
the time these men were sworn in, were you aware of the letter from 
the Attorney General, specifically from Mr. Peyton Ford, the Deputy 
Attorney General, the letter dated October 19, 1950, in regard to the 
setting up of industry advisory committees, wherein it was suggested 
by the Department of Justice that the chairmen of the committees be 
full-time Government employees ? 

Mr. Knvupson. We embarked all of these instructions of the De- 
partment of Justice, as I will demonstrate later on, and put them out 
in the form of DTA regulations on the 20th of January. I believe 
that that regulation quotes from part of Mr. Ford’s letter of October 
19 and the answer, therefore, is, yes, I was familiar with it. 

Mr. Goupsrers. Thank you, sir. 

The Cirarrman. Go ahead, Mr. Knudson. 
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Mr. Kxvupson. There was no thought, of course, of trying to evade 
or circumvent any provision in the Defense Production Act or any 
other act or regulation. Please bear in mind that the pattern which 
LTA was following is exactly and precisely the pattern followed by 
NSRB. If it was not violative of any law, regulation, or policy for 
NSRB to employ this very special type of task group containing in- 
dustry, military, and civilian Government agency representatives, 
then 1t seemed equally proper for us to proceed along the same lines. 

Mr. Gotpsrern. May I interrupt / 

Mr. Knupson. Certainly. 

Mr. Goupstern. In order to clarify the record, is it not correct that 
Executive Order 10161, provides that all the power granted the Presi- 
dent by the Defense Production Act of 1950, with respect to domestic 
transportation, storage, and port facilities, is delegated to you, to 
DTA? 

Mr. Knupson. Yes, it was delegated directly to us at first and by 
i later Executive order some of it was channeled through the De- 
fense Production Administration, and in turn subdelegated to us. 

So as matters now stand we control ports—! use the word “control” 

quotation marks—all railroads, all motor, street, and highway 
facilities, warehouses, and storage plants. 

We issue certificates granting accelerated amortization, we make 
recommendations on loans, we issue certificates where more than 25 
tons of steel is involved to transportation, storage warehouse, and 
port industries who are seeking to build facilities requiring that 
kind of steel. 

That in a very brief bird’s-eye view contemplates our operating 
functions. 

Mr. Gotpstrein. So that you have allocation of resources, priorities, 
and conservation programs within vour general purview in terms of 
wartime powers or mobilization powers, 

Mr. Kxnupson. Yes. some of those powers, however, were derived 
from the Interstate Commerce Act and coexist alongside these de- 
fense powers. The Interstate Commerce Act provides for the issuance 
of demurrage orders and things of that kind, which I will talk about 
later, and the President in allowing me to set up the Defense Trans- 
port Administration did it by selecting that commissioner in charge 
of the Bureau of Service of the Interstate Commerce Commission 
to do the job; the Commission in turn named me commissioner in 
( harge of that Bureau: and I exercise, as commissioner in charge of 
that Bureau, certain statutory powers, with the vote of mv brethren 
on the Commission, as DTA administrator and as ICC commissioner 
n performing this defense mobilization work. 

Mr. Goupsrrern. Specifically, then, is it correct to say that the au- 
thority of DTA derives from the Defense Production Act and not 
from the Act which established the National Security Resources 
Board ¢ 

Mr. Knupson. Yes, that is right, and it derives in part, part of the 
powers for exercising derived from the Interstate Commerce Act. 

Mr. Goutpsrern. But DTA itself is a creature of the Defense Pro- 
duction Act and not of the act that set up the NSRB. 

Mr. Knupson. That is right, that is certainly right. 
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Mr. Goupstein. We should have that in mind with reference 
your statement that the NSRB activities were precedent for the act 
ities of DTA, 

Mr. Knupson. That is absolutely right, and that is why I said 
seemed equally proper for us to proceed along the same line. 

Mr. Goupsretn. In view of the fact that you do derive your autho: 
ity from the Defense Production Act, can you tell us whether or not 
vou consider the Defense Production Act as granting authority for | 
formation of task groups 4 

Mr. Knupson. I think the Defense Production Act contains 
thority for us to use the task groups within a limited area. 

Mr. Goupsrein. L see. Of course, it does contain in section 
(b) (2) the requirement for the formation of business advisory com: 
mittees which have to fulfill certain qualifications as to representa 
tion, in terms of geography and in terms of economic status for pil 
poses of consultation with the Government agencies. 

Mr. Knupson. That is right. Let me add at this point that my) 
main reason for wanting to adopt these task forces at the time DTA 
was organized last October as soon as possible was that every one 
of these individuals had been cleared for security. They were people 
with whom we could begin to talk immediately in classified terms. 
They had run the gamut of FBI, they were tried and tested and true 
Government servants. We are still not able to get ready clearance 
from FBI of some of the people we should deal with, and for that 
reason we are not able to deal with them. 

Mr. Gonpstrerx. You wouldn't have to dispense with these people, 
you would just have to add to these groups, would you not, in order 
tomake them fulfill the requirements of business advisory committees / 

Mr. Knupson. Yes, that is assuming we are going to use them a- 
business advisory groups, but I think T will demonstrate a little later 
there is a difference between the use to which we will employ a task 
group and the use of a business advisory committee. 

Mr. Goupsrern. Along that line, you would grant, would you not, 
that your task groups do not fulfill the qui alifications that the Con 
gress set up for a business advisory committee. 

Mr. Knupson. I think that there are uses to which the business 
advisory committees may be put that don’t overlap the use of the task 
group. I think by stating it in the converse that there are limitations 
on our use of these task groups. 

Mr. Goupsrei. IT wasn’t thinking in terms of use, sir; 1 was think 
ing in terms of membership, Let me say, as against membership and 
the other requirements as to Government chairman, agenda, minutes, 
and so forth—I withdraw that. 

The requirements as to membership in terms of representation of 
industry, representation geographically, and so forth, are those re 
quirements, the congressional requirements in 701 (b) (2), fulfilled 
In your view by your task groups. In other words, are your task 
groups representat ive in the sense that C ongress sets forth re presenta 
tion for business advisory groups / 

Mr. Knvupson. I don’t want to give you the idea I am eens Ol 
qualifying or anything of the sort, but we never intended to use 
them in the full sense of the word of business advisory groups. 
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Mr. Gowpstein. I merely want to know the composition of them, 
whether or not your use of them is for one purpose or another, whether 
or net you consider the composition representative, the composition 
equivalent to the requirements set up for business advisory com- 
mittees. 

Mr. Knupson. I think the composition goes even further by way of 
protection than with respect to the business advisory groups, because, 
us Lam about to say, before these task groups will come into operation 
they will be implemented by the presence of a number of regular 
Government employees from several of the agencies. 

Mr. Goupsrern. Let me read to you from the Defense ‘Transport 
\dministration document of June 4, 1951, headed “The advisory 
bodies.” and on the second page thereof "appears the following: 


As a matter of policy, these task groups and the source of information nor- 
mally available to them will be utilized whenever practical in preference to the 
establishment of new advisory bodies. Generally speaking, however, these task 
sroups are not necessarily so constituted as to qualify as business advisory 
ommittees and they will not be so utilized.” 


Now, is it fair to say that you agree with your own document that 
the task groups are not necessarily constituted as business advisory 


comunittees / 

Mr. Knupson. Yes: [think that is right. 

Mr. Gotpsrerx. And along that line, it has been your policy then 
not to use the task groups for ‘the uses as set forth for business advisor Vv 
committees 

Mr. Knupson. We haven't yet used them at all, except in this one 
meeting where three of them appeared in a conference with our ware- 
house chief, heard some information from him—I will come to that 

little later. Our proposals, though. are along the lines that you 
have indicated and that our own regulations indicate. 

Mr. Gotpsrrin. Referring then to the section of the paragraph that 
I read, it then is your policy to use the task groups in preference to 
the establishment of any advisory committees, advisory committees 
is defined by the 

Mr. Knupson. As of the time those regulations were written, that 
was so. We had the task-group people cleared for security, they were 
readily available, and we thought if we have to use them, we will do 
so. Now I would be less than candid if I didn’t say to you that I have 
a qualm or two about using them in any respect as a business advisory 
committee. 

Mr. Goupsrein. But as of the time you wrote to our chairman, Mr. 
Celler, it was your view that these groups would be used in the stead 
of advisory committees 

Mr. Knupson. Well, yes, under the limitations that I have stated 
and that our tina aged state. 

The Cuarrman. Mr. Commissioner, as I read title 7, General Pro- 
vision, section 701 (b) (2), members for example, of business advisory 
committees must be appointed in accordance with the formula laid 
down. There shall be fair representation for independent, small, 
for medium, for large business enterprise, for different geographical 
areas, for trade association members and nonmembers, and for dif- 
ferent segments of the industry. 


See exhibit No. 17, supra, p. 219 
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Now I take it that your appointment of the members of the task 
force presumably was in accordance with that formula, was it not / 

Mr. Knupson. Well, sir, I embrace the task forces that were used 
by the NSRB, and my ‘observation is that their membership is spread 
around the country and would meet most of the criteria of that for 
mula. ‘To the extent that they do not comply with that criteria we 
wouldn't use them as business advisory committees. 

The Cramman. And if on review you find that members of thy 
task force do not comply with that formula, I take it that you wi 
in the future make the appointments comply. 

Mr. Knupson. We will set up business advisory committees that 
will comply in every respect, Your Honor. 

The CuHarrman. And the task force will also comply ¢ 

Mr. Knupson. If we use a task force in the place of a busines- 
advisory committee, we will make sure it meets the criteria that you 
have mentioned. 

Mr. Srevens. Perhaps you cover this later in your statement, but 
I wonder if you would explain the difference between the function 
of a task group and an industry advisory committee. If you cove: 
it later, that is all right. 

Mr. Knupson. I believe it is covered in the appendix material that 
we have supplied in our regulations. I would be glad to refer to it. 

Suppose I ask my counsel to find that while I go on with the state- 
ment and save a little time of the subcommittee. I know you are 
working against time, too. Will that be all right, Mr. Chairman ? 

The Cnamman. Yes. 

Mr. Stevens. One other brief question. Does it take quite a while 
to get a person cleared, for security purposes, to participate in these 
committees / 

Mr. Knupson. Yes, it would take now several months, there is such 
a backlog of appointments awaiting clearance, and we have been told 
by the FBI and the Civil Service Commission both that we can look 
to them only ‘for a limited number of clearances. 

They will, however—we have set up our own security officer and 4 
staff and the clearances * through, IT believe it is confidential. 
may be up as far as secret, but not top secret, are accepted on a basis 
of the investigations that he makes. 

Mr. Gotnsteinxn. Since October 19, 1950, when the Attorney General] 
made his suggestions as to how advisory comittees should be handled 
and the suggestion that they should be representative in accordance 
with the congressional mandate of September, when the Defense Pro- 
duction Act was passed, have von, because of this time problem, un- 
dertaken to expand vour clearance area? 

In other words, 8 have now had since September or October in 
which to consider it. I imagine the pressure is getting gre ater on 
the FBI, but did you ‘initi: uly make attempts to expand and get clear 
ance since last September ? 

Mr. Knupson. Yes: I think we had requests pending before the 
first of the year with the FBI. 

Mr. Goipsrern. So would it be fair to say that you are now attempt 
ing through your requests for clearance to expand your business ad- 
visory committees, rather your task groups? 

Mr. Knupson. It is fair to say at the moment I only have, as far 
as I know, two active business advisory committees and the member 
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ship of both have been cleared for the subject matter that they take 
up in their discussions as far as security is concerned. 

The Cuamman, I want to get one thing clear. I dont want to 
belabor it, but in my opinion the task groups are in a way subcommit- 
iees of business advisory committees. They are set up for a specific 
purpose, more limited than the purposes for which the business ad- 
visory group is set up. In accordance with, as 1 understand it, the 
Attorney General’s regulations or suggestions, the task groups are 
to operate for a shorter period than the business advisory commit- 
tees, the latter of which are more or less permanent, llowever, it 
seems to me the Attorney General laid down the principle that the 
mode of procedure that would govern business advisory conimittees 
are more or less identical with the mode of procedure governing the 
task forces, which are sort of subcommittees of the business advisory 
committees, 

Is that your notion of the situation ‘ 

Mr. Kxupson. Well, L am willing to accept that from you, but my 
notion Was a very practical one. We had a new organization, we were 
veti ing under way last October. Here were these task groups already 
functioning with the reputation, character unimpaired, unsullied. 
My impulse was: Why not use them if we can under the law? And 
we thought we effected a means of doing that. The fact of the matter 
is that we dida’t get that full-scale war. this Korean situation has 
been such that we have been able to weather through the defense trans- 
portation phase of it so far without using these committees, 

The Cuaimman. | don’t want to inflict my view on you at all. I 
would like to have your reaction. 1 don't say iny view Is necessarily 
the proper one. ‘This is sort of a give and take and perhaps you 
might consider this matter. 

Maybe you might reinforce your own point of view or, on the other 
hand, come to the conclusion that, taking all things into consideration, 
what I have suggested might be better. I don’t know. 

Mr. Knupson. Very frankly, Mr. Chairman, I haven't personally 
distinguished a task group from a business advisory committee so 
far as the antitrust aspects of the thing are concerned. I have 
neither been appalled nor chagrined nor taken advantage of by the 
fact that two members of these task groups happen to have come 
from the Association of Railroads. 

[f Tam in error, I will stand corrected, but that is a personal view. 

The Ciamman. Of course, you know when the defense production 
bill was considered last week in the House, the subcommittee had 
presented an amendment to the pan Ses that would have permitted 
members of the advisory committees to hire counsel or to have as sec- 
retaries paid executives of trade associations, and by teller vote that 
section was stricken from the bill. There is some evidence of inten- 
tion on the part of Congress to disassociate the advisory committees, 
and therefore I think task forces, from executives of trade associations. 

Mr. Kwnupson. Well, we will certainly observe that trend scrupu- 
lously. 

The Cuairnman. Where they act as secretary or counsel. 

Mr. Knvupson. Now if I may proceed, I think I am about to clear 
a 
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The Cuatrman. I think it might be well to -have you and your 
counsel review that situation in your own mind and perhaps you can 
come up with a better solution, I don’t know. 

Mr. Knvupson. Yes, Your Honor, we certainly will review it. 

The CHairMan. It is not our intention to accuse anybody: we hav: 
no ax to grind here. We want to be sure that these members, fo: 
example, of the task force don’t get into difficulties; because they ar 
doing a patriotic service, they might find themselves in the toils of 
the law. 

We don’t want the Attorney General to get after them for violation 
of the antitrust laws. We should protect those men, don’t you think 

o, Mr. Commissioner ¢ 

Mr. Knupson. I certainly do, and I want to assure this subeomuitt 
tee, this great committee, that T want to be just as scrupulous, as clean, 
and efficient as we can be in administering this undertaking. 

The Crairman. Certainly. We are quite sure that is the cas 
Suppose you go on. 

Mr. Knupson. Thank you, I will. 

As a result of the February 9 meeting of the chairmen and secre 
taries of the task groups, it was decided to send out a letter to each 
industry representative on the task groups inquiring of his willing 
ness to serve as a member in its capacity as adviser to DTA. The 
replies have been received from all task-group members except from 
those of one group (Inland Water) where illness of the secretary 
delayed the sending out of the inquiry. When we have received the 
rephes from that group, it is our intention to ask the military and 
the civilian Government agencies who were represented on the NSRB 
task groups to designate representatives to serve on the DTA groups. 
This course was necessary in the case of the military and civilian goy 
ernment agencies because of the turn-over in personnel. We had 
first-hand knowledge of a number of the original members not being 
available because of transfers and other assignments. Moreover, we 
thought that the agencies involved should feel free to name their own 
representatives without any suggestion from us as to their identity. 
The result is that, at the present moment, the special task groups of 
DTA have not been completed, and, of course, are not functioning 

The impression left with you that they have been and are being used 
in some way, therefore, is not quite right. 

Mr. Goupsrrin. May I interrupt again, sir? 

Mr. Knupson. Yes. 

Mr. Goupstrern. At that February 9 meeting when the secretaries 
and the chairmen of the various task-force groups were sworn 1h, 
that meeting was not a task-force meeting as such / 

Mr. Knupson. It was an organization meeting. 

Mr. Gowpsrern. In the minutes of the meeting it says that the 
swearing in of the chairmen and the secretaries has in fact made then 
Government officials with the task-group members and experts, in- 
cluding subcommittees at their disposal. That appears in the minutes. 

Now do you understand that the members that you have sworn in 
as WOC consultants will also continue to function as members of the 
task group? 

Mr. Knupson. We didn’t swear in the members. We swore in only 
the chairmen to make them Government employees. 
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Mr. Gotpstern. Chairmen and secretaries / 

Mr. Kxnupson. And secretaries. 

Mr. Gotpstern. Do you consider the secretaries and chairmen whom 
you swore in to be in a different category from other members of the 
task group? 

In other words, are they acting both as members of the task group 
and as chairmen of the task groups. as members and as secretaries ¢ 

Mr. Knupson. Well, I suppose, ves. they are acting as chairmen and 

as secretaries for purposes of correspondence and keeping the group 
-taffed, and so forth: but they don’t act as chairmen when they meet 
with me or when they meet with an v of my staff. We have a chair- 
man present or we Ww ill have to chair the meeting. 
Mr. GOLDSTELN. Well. now, the quest ion that then arises, as I under- 
tand your answer, is whether or not there is some conflict between 
aving a person sit with two hats, one hat as a Government employee 
the advisory committee and another hat as a member of the advisory 
ommiittee advising the Government itself. I wonder if there isn't 
some confliet there through that device of hav ing them sworn in. 

Mr. Knupson. Well, I would say there is some possibility of con- 
flict. but after a man takes an oath of office as a Government emplovee, 
| think we have to make certain assumptions he will carry on in that 
tradition. 

Mr. Goupstrix. I am not impugning the motives or character of 

mV of the gentlemen we have in mind. I me rely want to ask if there 
3 not at leas t a theoretical conflict where a man serves as a member 
of an advisory group, representing a point of view of the organiza- 
T1On, business or otherwise, that he comes from. and is also represent 


a) 


ng the Government when he serves as both a member of the com 
mittee and the chairman of the committee. 

Mr. Kwx~vupson. Yes, I think there is a theoretical conflict. 

Mr. Goutpstrrin. Are these subcommittee meetings to which vou had 
reference—are they chaired by the man who was sworn in as WOC 


or someone else / 

Mr. Knupson. We haven't had any meetings of the task groups vet, 
but the meetings with the DTA for any purpose for which these task 
gronpe could serve or subserve, as far as we are concerned, would be 

haired by me or by one of my appointed age nts with a secretary taking 
notes present from the Government estal blishme ‘nit per se. 

Mr. Goupsrein. With reference to your statement on not having 
anv meetings. you meant to exclude the meeting of M: ay 25 of the task 
group on W arehousing and Storage: is it not a fact that there had 
been a meeting of that group ¢ 

Mr. Kxvupson. No, there has not been a meeting of that group. 
There was a conference in the office of the chief of the Warehouse and 
Storage Division, attended by three members of that task force. 

Mr. Goipsters. T am laboring under a misapprehension due to 

document you furnished to us entitled “Meeting of Task Group on 
W: arehousing and Storage, Friday May 25, 1951. 10 a. m. 

Is it your testimony then that this was not really a meeting but a 
conference ¢ 

Mr. Kwupson. That is about to be my testimony, if T get to it. 

Mr. Gotpsrern. 1 will let you get to it. but I just wanted to clarify 

t because at the February 9 meeting you went on to discuss the fact 
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that these chairmen and secretaries would assist you in selecting jp. 
sonnel for the top spots in DTA. 

Now my question with regard to that, sir, is based on the fact ¢! 
we have had testimony that it is standard procedure to use indus' 
advisory committees, which are representative of industry, to sugy: 
people for personnel spots. Thus my question is, sir, whether or 
you consider the meeting of February 9 as equally representative 
a business advisor ‘ committee meeting in terms of choos Ing person: 

Mr. Knupson. Well, L would like to tell you exactly how that wo 
We live in a goldfish bowl and always want to do it. Take, 
instance, the selection of our chief of our Port Utilities Diy 
We canvassed this country from one end to the other to get a 
flight man to take that job. It is a responsible job; it is grade 
which is a high rating in the Government nowadays. It has to 
with exercising DTA controls in all of the ports of the United Sta 

My background in port work is of no large consequence. ‘| 
thought occurred to me and I followed through on it to call Gene: 
Wylie, the chairman of that task group, and asked him, not as c! 
man of that group but as a man with all of this NSRB bac kgrou: 
to suggest someone from industry whom we could hire for that j 

They submitted a list of six names to me which had the rac of 
the east coast port authorities and incidentally of a number of Co 
gressmen, Whose letters also came in in support of various ones 
the names suggested, and the job was finally filled by appointment | 
Mr. Elmo Ferrari, the director of the port of Stockton, Calif.; and 
that is the way that job was filled. 

Now with respect to some of the other WOC consultants w! 
have full-time jobs in DTA, a somewhat similar pattern was follow 

Mr. Goupstein. I wasn’t questioning your whole pattern. I wa 
merely trying, in brief fashion, to see whether or not you conside: 
this meeting of February 9 the equivalent of a business adviso 
committee meeting in terms of selecting personnel. 

Mr. Knupson. No, sir; I never considered it that way. I may ha 
asked some questions individually or colle ectively of them to get so! 
help, but it was an organization meeting; it was never intended to | 
business advisory committee meeting, 

Mr. Gorpsrern. Now, sir, one last question on this February 
meeting, and I want to be brief because time is running out. I read 
from the minutes: 

In the case of substitute or replacement task group personnel, the consent of 
Colonel Barber's office would also be necessary. 

Is it correct to say that the DTA was not picking its members! 
without the consent of NSRB? 

Mr. Knupson. Who was the individual involved ? 

Mr. Gorpstern. In the minutes of the February 9 meeting of 1 
chairmen and secretaries it says: 

In the case of substitute or replacement task group personnel, the consent 
Colonel Barber’s office would also be necessary. 

Mr. Knupson. Well, I would like to extend my answer after 
sulting Mr. Rainville on my staff, who was secretary of the NSK! 
task groups at the time, but my impression is we had a worki) 
personnel understanding with NSRB that in using or withdrawi 
from their area of interest these task groups we would not aa or 
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invade their province so as to take people that they wanted for 
continued use in NSRB. 

Mr. Goipstern. All right, sir. 

Mr. Knupson. The testimony at the hearing of this subcommittee 
on June 11, 1951, may have conveyed the impression that DTA 
ignored the Department of Justice in setting up our advisory bodies. 
This is not true. 

Before I constituted the Shippers Advisory Committee, I had my 
general counsel communicate with the Antitrust Division of the De- 
partment of Justice to ascertain their views as to whether it was 
permissible under the provisions of the Defense Production Act of 
(950 to set up an advisory committee composed wholly of representa- 
tives of users of transportation service and without any representation 
of carrier industries. 

Mr. Goupsrrin. Did you also get the Attorney General's consent 
or discuss with him the use of the task groups from NSRB? 

Mr. Knupson, May I refer that question to my counsel, who has 
been carrying on all of these conversations with the Department of 
Justic ‘ef 

Mfr, Sinver. At the time the matter of the constitution of the Ship- 
pers ‘han isory Committee was discussed with Mr. Abrams of the De- 
partment of Justice, | directed his attention to the fact that we were 
proposing to use the NSRB special task groups and that we had set 
up a procedure for their use, and he asked me if I would send him the 
memorandum, 

On February 12 I sent him two copies of Administrator’s Memoran- 
dum No. 4 for his information and consideration, and we have never 
received any advice from them to the effect that we couldn’t use these 
special task groups. 

Mr. Goupsrers. Thank vou. 

Mr. KNvupson. With an informal expression from the Department 

hat it saw no objection to a Shippers Advisory Committee, I ap- 
solined a group Which in my opinion meets the standards set forth 
in the Act for business advisory committees. Also, on February 12, 
1951, my general counsel sent to the Chief, Legislation and Clearance 
Section, Department of Justice, a copy of Administrator’s Memoran- 
dum No. 4 for his information and consideration. This memorandum 
sets forth the policy and procedure of DTA with respect to the use 
of advisory committees and other advisory bodies by DTA. 

It is submitted to you gentlemen and I commend it to you gentle- 
iment for the scrupulousness of our observation of the law in this con- 
nection, 

We had no written response to the submission, but I am informed 
that there have been several conferences on the matter and that the 
DTA representative was requested to develop for further discussions 
details of the functions to be performed by the special NSRB task 
vroups. I understand that the representative of the Department did 
express some concern about task group set-ups in general, but we 
have never been advised that the special type of task group used 
by NSRB, as above outlined, could not or should not be used by 
DTA, 

The CuarrMan. I think you are entitled to some answer on your 
question to the Department of Justice, and I understand the repre- 
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sentative of the Department of Justice is here from Mr. Morisso 
office and I think he should take note of this colloquy. 

Mr. Wituram F. O’Brien (attorney, Antitrust Division, Deps 
ment of Justice). I will take note of it and I will communicate yo 
suggestion to Mr. Abrams on my return to the office. 

Mr: Srevens. In your statement you say that the representat 
of the Department of Justice did express some concern about t) 
task force set-up in general. Perhaps I should ask your couns: 
Was that the concern which led you to write the letter of Februs 
1Y¢ 

Mr. Strver. No. The concern that was expressed was much Jats 
several months later. They sent a representative over to discuss | 
whole matter with me, and I attempted to point out then that | 
special task groups were hot set upasa group under the Defense ,? 
duction Act of 1950, that because they were of a composite rat 
having both the military and other civilian components of the Go 
ernment, we didn’t consider them to be business-industry adyvisi 
committees; the business-industry advisory committee as we see i! 
composed entirely ot industry. without any Government represent 
tion on it at all, except as chairman. 

At that time I explained at length what the Commissioner here 
has explained, how they were formed, and on the 15th of July TL sent 
them a letter confirming all of this, and T understand that they are 
preparing a letter in Justice now to advise us of their views. It hias 


not vet been received. 

Mr. Srevens. Could you very briefly fix the date more clearly / 
Your letter was February 12 and you say several months later they 
in effect replied by coming to see Vou about this matter. 

Mr. Strver. I would say that the conference in His office Was sony 
time in June. 

Mr. Srevens. And to the best of vour recollection, there wa- 
answer to your February 12 letter before that conference in du 

Mr. Sinver. No, there has not been any. There have been telepl 
conversations, and informal memoranda between a member of 
staff and a member of Mr. Morrisson’s staff 

Mr. Srevens. But this June meeting was the first time they raiss 
the task-group question ? 

Mr. Strver. With me. They raised it informally with a member 
iv staff. 

Mr. Stevens. Would you know about how soon they raised it aft 
February 12¢ 

Mr. Sinver. This particular member of my staff 1 speak of didi 
come With me until sometime in March, so it wouldn't be before Mar 
and it was perhaps in April. 

Mr. Srevens. Thank you. 

Mr. Knupson. At this point I should like to have the subeommit 
tee’s consent to insert in the record Administrators Memorandum No 
t, to which I have just referred. 

The Cuamman. You have that right. 

Mr. Kxnupson. May I invite your attention to the following la 
guage froma page of the memorandum, paragraph 2: 

The attached policy memorandum and procedural instruction set forth 1 
reguintions which are to be followed by DTA staff members in this regard. These 


® See exhibit No. 914, infra, p. 855 
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revulations have been carefully drawn, having in mind the following obligations 
of the Administration : 


7 * * » 7 @ eS 


3. The necessity of meeting the requirements of the Pepartinent of Justice 
with respect to the operation of business advisory comunittees in a manne 
nsistent With the antitrust laws 
* — . . 1 
nd to the subheading on page 7 of the pelicy memorandum : 


K. Position of the Department of Justice with reference to business-ad 
mimittees 

Under this subheading vou will find incorporated all except the 
itreductory paragraph of the Department of Justice's letter of 
October 19. 1950, settine forth its views as to the formation of indus 

y committees to advise a Government department. 

Administrator's Memorana ith No. L from which the above eX 
cerpts are taken, was issued January 20, 1951. TL think that you wi! 
ore e that it eV inces a dlesire On my part to conform to the views of the 
Department of Justice. If I have unwittingly failed to so conforimn 

the Department’s views and they advise me in what respects [ have 
failed to conform, I shall of course make any necessary revisions. 

The Cnarman. That issplendid. That is all we can ask. 

Mr. Goutpstrern. May I ask one or two questions?’ I notice men- 
orandum No. 4 says that the regulation provides for the establish 
ment of the following: Interagency committees, business advisory 
committees, conference, task groups, industry program committees 
and just plain industry committees. 

Mr. KNupson. That is right. 

Mr. Goupsrrin. Now on page 5 of your regulation, in subsection 


you state that DTA advisory bodies in conferences meet only unde: 
the chairmanship of DTA employees. Do you have in mind the 
chairmen of task groups as making them WOC’- 


swearing in of the 
and thus meeting the requirement of meeting under Government 
chairmen ¢ 

Mr. Kxupson. I think I lave already stated that if the task groups 

ive any meetings with us. that the chairman of the meeting wil! 
be either me or someone I have designated and that the chairmay 
of the task group, his operations, as far as I understand it. at least. 
are to keep the task group stalfed and do the necessary organizational! 
\ ork, 

\s far as the representations that are made to me as Administrator, 
f that group is used in any way as a business advisory committee, 11 
will be done under the strict requirements of the regulations. 

Mr. Goupsrrin. Now vour subsection 5 reads as follows, does it not 

Since the membership of a task group is small and task group action is limited 

the preparation of reports and recommendations on specific assigned sub 
eects from data normally available to its members, it is not required that its 
eelings be held in Washington or under Government supervision except whet 
aussified materials are considered 

Is that correct 4 

The Cuainman. [hope you will not say that is correct, 

Mr. Goupsrers. IT mean is that a correct reading of section 5 / 

The Coamman,. I think that would be off the beara. us it were, fro! 
ie purport and the intention of Congress. 

Mr. Kwupson. It ts not my intention, nor never has it been my inte: 
on. to have these task groups meet cui where to connive or poten 
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among themselves and then come to me and make recommendatio, 
that are already crystallized. 

Mr. Goupsrerx. My question, sir, is: Is that a correct reading «| 
section 5? 

Mr. Knupson. It certainly is a correct reading, but it isn’t a 

Mr. Goupsrers. Did you receive a letter dated March 15, 1951, fro) 
Mr. H. Graham Morisson, the Assistant Attorney General, in whi 
he says: 

Committees have met without the benefit of Government chairmen, agend 
have been prepared, meetings have been called by industry rather than by th: 
department or agency concerned, subcommittees, panels, and other subgroups 
have not adhered to the requirements established for full committees. 

Now my question is: Does your subsection 5 conform with the 
complaint evinced by Mr. Morisson in his March 15 letter 

Mr. Knupson. Well, to answer your question in parts, I have 1m 
ceived the letter, although it was addressed to the Honorable JJ 
Monroe Johnson, Chairman of the Interstate Commerce Commission, 
indicating to me that Mr. Morisson didn’t even know that the De 
fense Transport Administration was a thing apart from Col. Mon- 
roe Johnson's functions as Interstate Commerce Commissioner, and 
the letter was transmitted to me second-hand. 

Mr. Goupsrers. In any event, you were aware of his complaint 
as Assistant Attorney General that certain things had taken place 
which he considered, for better or for worse, improper, and I ask 
you whether or not that complaint in any way relates to section 5 
which I just read to you. 

Mr. Knupson. Yes, 1 think it could be said to relate to section 5, 
though I understand that this letter was not written only to DTA, 
it was written to a good many Government organizations. 

Mr. Goupstern. That is right. 

Mr. KnNupson. And that the finger was not put on us through this 
letter of any violations, nor were we being accused in any way. 

The CnatrmMan. Have you complied with the suggestions of Mr. 
Morisson ¢ 

Mr. KNnupson. Your Honor, we have had no meetings of these task 
groups, and we will comply when we have them scrupulously. 

Mr. Goupsrery. Now I would like to turn to page 4 of your regu- 
lation. 

Mr. Stevens. Excuse me. Shouldn't we clear up one other thing 
about paragraph 54 Do you think that paragraph complies? 

Mr. Knupson. | think that paragraph, in the light of this colloquy, 
needs some amendment. 

Mr. Stevens. ‘Thank you. 

The Cuarmman. That is a good spirit, Mr. Commissioner, I think 
that is a proper way to look at it. 

Mr. Knupson. That is what I want to manifest, sir. 

The CuairMan. We are not experts. You are the expert in you 
particular field. We want to be sure that the import and purpos e 
and spirit of the antitrust laws are complied with and the regulations 
of the defense mobilization agencies also comply. 

Mr. Goipsrein. On page 4 of your regulations, you refer to in 
dustry committees, and you say: 

Such industry committees shall be considered as industry's own committees, 
and not as advisory bodies of DTA. 





STUDY OF MONOPOLY POWER SOI 


In other words, in your regulations you are setting up a committee 
which is not a DTA committee; is that correct, sir? 

Mr. Knupson. No, that is not correct. Now you have called today 
for a copy of my speech to the American Trucking Association on 
October 5. I believe we have given vou one copy. Th: at was 3 days 
after the DTA was instituted. 

in order to get public relations established. I went around the 
country, made several talks to these people that would be mostly 

affected by any form of transportation controls. 

In my zeal I frankly admit at this time I asked them to set up their 
ommittees so that I wouldn’t have running into my office a thousand- 

dd people all purporting to speak for trucking interests, and so that 
| would have some means of getting information and data and day- 
to-day accounting of matters involving, let us say, trucking in this 

ise that would be necessary for our Administration. Several of 
those were, in fact, set up. 

Now when we came to January 20, we put out our DTA regulations 
on committees, it was called to my attention that I had perhaps over- 

played my hand in advising these segments of industry to set up com- 
mittees and saying that we would listen to them, as I did say im this 
speech to the American Trucking Association. 

Mr. Gornsrein. In other words, these committees, you began to 
feel. would be doing exactly what the industry advisory committees 
would do? 

Mr. Kxvupson. I don’t know what thev felt, but we discovered the 
need on January 20 of making a very clear dichotomy between a busi- 
ness advisory committee that would sit down with and advise me in 
any of these premises and a committee that the industry had set up 
through which to get information from our public relations sources or 
through which it could channel some cease ah to us. 

Now these committees that you now speak of are in a sense passe. 

Mr. Gotpstern. In other words, the regul: oroity is not in effect and 
you probably intend to amend it to delete that: is that correct ? 

Mr. Knupson. Well, they have never been used in any sense as a 
business advisory committee nor will they be used. Now if the industry 
wants to set up a committee on its own to make it easier for them to 
get inforwation and put it in a newspaper or something of the sort 
to disseminate it, I think that is their business, not mine. 

Mr. Gounstern. Let me go to your regulation where you say that 
such committees are useful in “serving as focal points and nerve 
centers for such programs of voluntary cooperation on the part of 
their respective industries as may be indicated or called for in state- 
ments of policy issued by DTA.” 

Mr. Knupson. Yes. 

Mr. Gouipste1xn. Now the question I have, sir, is whether or not 
your use, or contemplated use, as indicated by the regulation, of such 
industry committees, when you initiate voluntary programs, has been 
approved by the Attorney General in the sense that section 708 of 
the act calls for approval of the Attorney General and the Federal 
Trade Commission, when you have a request for a voluntary program ¢ 

Mr. Strver. We only have one committee, if I may answer that, 
under consideration at the present time. It is the Motor Carriers 
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Advisory Committee in the field. At the present time we are in activ 
consultation with the Department of Justice as to how it shall operat 

Mr. Goupstrein. My question was whether the regulations did co 
template it, and I take it your regulations—— 

Mr. Suiver. Do. 

Mr. Goupsrern. In other words, they do contemplate consultatii 
with the Attorney General before you use these committees as the fo 
point for voluntary programs 4 

Mr. Strver. That is right. 

Mr. Stevens. Does this consultation come pursuant to section 7 
of the act? 

Mr. Sinver. Yes, 708. It comes under the voluntary-action pro 
visions. 

Mr. Srevens. In other words, you would get a specific exemptio 
and request by the President. 

Mr. Sirver. Yes; it would have to go through that procedur 
conferring with Justice and getting approval. 

Mr. Knupson. This needs amending, [ think, and we will ma! 
sure that the amendment contemplates the very thing counse! 
iddressing us on. 

The Cnamrman. You may continue. 

Mr. Knupson. My purpose in reading this is to give emphasis o| 
voice to some of these matters because I believe that the honoral | 


¢ 


gentlemen of this committee are under some misapprehensions of 
fact that I wanted to clear up. That is my sole purpose in asking 
to come before you. I don’t want to have any kind of an internecine 
fight with any other Government agency. I want to clear this thing 


up and get down to business and do it right. 

The CHatmrMan. I am sure we understand that is your purpose. 

Mr. Knvupson. Several items on the agenda of a meeting of DTA’ 
Shipper’s Advisory Committee on April 24, 1951, were criticized at 
vour session of June 11. Before discussing these items I would lik 
to explain what that committee is and detail the reasons for 
creation. 

Our five operating divisions include among their staffs persons 
who have had extensive practical experience in the fields of transport, 
storage and ports over which the divisions have jurisdiction. I, thus, 
have outstanding men capable of advising me in respect of railroad 
matters, trucking matters, inland waterway matters and so on. Wi 
don’t have set up in DTA any comparable unit for advising me wit 
reference to the problems, needs, and viewpoint of the users of trans: 
port, storage and ports—the shippers of this country. To overconi 
this blind spot, we created the Shippers Advisory Committee to co! 
vene periodically at our call to consider an agenda of our making 
and leave with us their recommendations in the matters we place 
on the agenda for their informed consideration and advice. 

The membership was selected by DTA. It consists of 35 outstand 
ing industrial traffic executives and representatives of small busines 
drawn from all sections of the United States and a cross section of 
industry and commerce. These men—or their employers—assume 
their travel expenses and their services are had at no cost to the 
Government. IT repeat that I make the agenda and the committee 
‘considers only those subjects on which T seek their advice, and thie 
advice is not binding on me. 
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I would like to spend a few minutes with you in discussion of the 
agenda items considered at the April 24 meeting which interested 
ihis committee. 

At Pittsburgh last January 25 in a speech before the Pittsburgh 
Traffic Club I outlined specific areas in which shippers and receivers 
of freight by rail and railroads, could, by voluntary adherence to 
suggested. practices, bring about greater efficiency in transportation 
and promote better utilization of transportation equipment. These 
suggestions took the form of 10 points for railroads and 10 points 
for shippers and receivers, and have subsequently been called Codes 
of Good Conduct. I ask the privilege of submitting for the record 
the complete text of my Pittsburgh speech identified as our release 
No. 29.° 

These are not laws or regulations. They are urged for voluntary 
andl patriotic observance tn the interest of the Nation. They are hot 
enforceable except as conscience, patriotism, and public opinion in 
pire self-enforcement. 

There have been in existence for more than a quarter of a century 
organizations of shippers and receivers—known as Regional Advisory 
Boards, which advise the railroads of the shipper interest in matters 
of rail transportation service. In the organization structure of each 
of the 13 regional boards there are “car efficiency committees” which, 
in a polite sense, ride herd on practices of shippers, receivers, and 
railroads found to be making extravagant uses of equipment during 
periods of critical shortages. During World War IL these car effi- 
ciency committees rendered yeoman service to their country in pro 
moting greater freight-car utilization. 

The boards have reconstituted these committees. Item 4 on the 
agenda was a query. Most or all the members of our Shippers .Ad- 
visory Committee are members of the regional advisory boards. In 
substance, we asked them for a recommendation as to the advisability 
of requesting the car efficiency committees to promote observance of 
the Pittsburgh “codes.” They have the question under advisement 
and for consultation with the regional boards. The essence in the 
proposal is that one shipper will work with another to increase the 
efficiency of the critically short freight-car fleet for the common good, 
There was no official connection between the car efficier cy committees 
and the Office of Defense Transportation and none is contemplated 
with DTA, 

Item 5 of the agenda was also a query for advice. In substance we 
asked: Is the burden upon motor-freight transport heavy enough to 
justify, in the national interest, the promulgation of suggestions for 
voluntary observance by motor carriers and their shippers and re- 
ceivers? Shippers and receivers from all over the country are pecu- 
harly well qualified to furnish an informed and unbiased answer. 

The committee answered in the aflirmative and the “codes” were 
set out in a speech in Richmond, Va.. on May 21. T ask leave to 
submit for the record the complete text of that speech identified as our 
release No. 92. Again, these are not laws or regulations and are not 
enforceable by public authority. 

Item No. 7 related to the results secured from high demurrage rates. 
No element of price fixing was involved here. By service order etfec 
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tive September 20, 1950, the Interstate Commerce Commission ¥ 
quired the imposition of so-called penalty demurrage rates agai 

the detention of freight cars beyond the 48-hour period of free tin 
allowed for loading and unloading. The higher charges were «: 
signed for the express purpose of expediting the release of critica|| 
short freight cars, 

The item was put on the agenda to secure an expression from t 
Shippers Committee as to the effectiveness of the measure. It mean: 
only: Has the measure succeeded in its purpose? ‘The answer was 
the affirmative and the purpose of the query was satisfied. 

Item 9 of the agenda was also a query. Earlier in these remar! 

I referred to the fact that DTA has no organizational unit to advis 
ie With respect to problems and viewpoints of shippers. It has bee: 
suggested that we secure the services of a professional industria 
transportation executive as a full-time clad of our staff. Th 
Shippers Advisory Committee was asked for an opinion as to the nece: 

sity or desirability of that action. We proceeded on the theory that it 
the problems of shippers were, or are likely to be neglected in our pla: 

ning and actions, a representative group of industrial traffic men could 
be depended upon to tell us so. Incidentally, the committee recon 

wmnended in the negative. 

At your subcommittee meeting on June 11, your attention was 
invited to a paragraph taken from the discussion notes of a meeting 
held in DTA’s offices on May 25, 1951, which was attended by the 
former director of the ODT Warehousing and Storage Division, who 
is chairman of the NSRB Task Group on Warehousing and Storage, 
and two other industry members of the NSRB task group. This 
meeting has erroneously been designated as a meeting of the Task 
Group for Warehousing and Storage. It was in fact a conference 
with the three persons mentioned and was presided over by the Dire: 
tor of DTA’s Warehousing and Storage Division, a full-time Goy 
ernment employee, and in attendance were three members of his staff 
and a representative of the General Counsel’s Office. IT understand 
that the only question that was raised before this subcommittee with 
respect to that meeting was the fact that the division director of DTA 
who presided discussed the policy of the Warehousing and Storage 
Division in respect to the granting of defense-expansion loans under 
the Defense Production Act of 1950. I think that a careful reading 
of the discussion notes on this subject will indicate that the division 
director advised the group what the established policy of his division 
was in connection with the granting of such loans and, in substance, 
asked if they had any comments on such a policy. As I read the notes 
he did not ask their opinion as to what the policy should be. It seems 
to me that it was wholly proper for the division director to find out 
whether the established poliey of DTA, as stated, was having an 
adverse effect upon the expansion of warehousing and storage facil- 
ities needed to meet the defense effort. So far as he was advised by 
members of the group, it appears that it is not having such an effect 
and that, as of that time at least, defense loans were "mnnecessary 
insofar as the warehousing industry was concerned. Moreover, the 
Division of Warehousing and Storage does not have the function of 
making loans or processing DTA’s recommendations with respect 
to loans. 
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At the present time DTA has only two business advisory commit- 
tees appointed under the provisions of section 701 (b) (ii) of the 
Defense Production Act of 1950. One is the Shippers Advisory Com- 
mittee referred to above, and the other is the recently appointed 
Railroad Advisory Committee, which held its first meeting on July 
11. It is our intention to have business advisory committees formed 
for consultation in the other areas subject to our jurisdiction, namely, 
street and highway, inland water (including the Great Lakes), ware- 
housing and storage, and port utilization. Under the Defense Pro- 
duction Act of 1950, these committees are appointed for purposes of 
consultation in the formulation of rules, regulations, or orders, or 
amendments thereto, issued under authority of the act. DTA has 
only issued two general orders so that there has been no real need 
up to the present for the establishment of a full slate of business 
advisory committees. 

[am mindful, of course, that the authority for the appointment 
of business advisory committees is to be exercised in order to carry 
out the policy of the Congress, as stated in section 701 (a) of the 
act, namely, that small-business enterprises be encouraged to make 
the greatest possible contribution toward achieving the objectives 
of the act. It has been the policy of DTA since its inception to take 
small business into consideration in connection with all problems that 
come before us. In certain of the areas subject to DTA’s juris- 
diction, notably in street and highway transport, the great bulk of the 
operators, under any definition of small business that I have seen, 
are engaged in small-business enterprises. Moreover, we are aware 
that to a greater or less extent the users of the facilities and services 
provided by the transport, storage, and port agencies are small-busi- 
ness enterprises and that their interests as users must be adequately 
considered in any neasure under consideration. We have a repre- 
sentative on the Small Business Executive Committee which was 
formed by the Deputy Administrator for Small Business, Defense 
Production Administration. After each meeting of this committee, 
our representative makes a written report which is mimeographed 
ind circulated to the members of my staff. Such matters as pertain 
to DTA’s responsibilities are then discussed at staff conferences, 
(n the whole, Iam satisfied that the heads of DT A’s operating and 
stalf divisions are conscious at all times of the problems of the small 
carrier and the small shipper. 

The Cuamman. The material which you have referred to in your 
statement will be received for the record. 

(The material above referred to follows :) 


Exurpir No. 91—A 


DEFENSE TRANSPORT ADMINISTRATION, 
Washington, D. C., January 20, 1951 
Administrator’s memorandum No. 4. 


CSE OF BUSINESS ADVISOKY COMMITTEES AND OTHER ADVISORY BODIES 


In order to keep the standard of performance of the Defense Transport 
Administration in its use of business advisory committees and other advisory 
bodies at a high level, in order to insure uniformity of action by the component 
officials and staff members of this agency, and in order to avoid circumstances 
which might lead to the future embarrassment of the agency or to those 
who serve it on such bodies, it is necessary that definite policies and pro- 
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cedures for the establishment and operation of advisory bodies within DTA by. 
adopted. 

The attached policy Memorandum and procedural instruction set forth the 
reculations which are to be followed by DTA staff members in this regard 
These regulations have been carefully drawn, having in mind the following 
obligations of the Administration : 

1. Its responsibilities to the coordinating agencies of Government for 

the President under the defense-production program. 

2. Its responsibilities to the other agencies of the Government whic! 
are currently, or which may in future be, operating under the defens: 
production program. 

3. The necessity of meeting the requirements of the Department of Justi 
with respect to the operation of business advisory committees in a manic 
consistent with the antitrust laws, 

4. The need for attention to the security regulations of the Government 
as they apply to the handling of documents which have been, or which 
should be, classified for security reasons. 

5. The need for a uniformity of practices with reference to the compos 


tion and operation of advisory bodies generally throughout the “defenss 


production agencies,” and among the component parts of DLA itself 

The executive assistant will handle the administrative phases of the prograr 
for use of advisory bodies by DTA. In his absence, the general counsel wi 
perform these duties. 

The general counse! will handle the legal phases of the program for use 
advisory bodies by DTA. He shall also act as security offiver, pro tempore 
for the Defense Transport Administration. 

The responsibility for the operation of DTA advisory bodies in accordance 
with the attached policies und procedures, which are a part of Administrator's 
Memorandum No, 4, shall lie with the DTA official or staff member whe sponsor: 
and uses the advisory body. 

You are urged to become familiar with these regulations and to discuss them 
with the executive assistant and general counsel. Please arrange your plans 
for the formation of new advisory bodies (where appropriate) and for meetings 
of such bodies sufficiently in advance of the meeting date to permit the clear 
ance of your proposals with the executive assistant and general counsel, and 
to permit the necessary legal and administrative steps to be taken 

JAMES K. KNupson, Administrato 


Exuinit No. 91—-C 


DEFENSE TRANSPORT ADMINISTRATION, 
January 20, 1951 


POLICY CONCERNING TITE USE OF ADVISORY BODIES 


A. General 
In carrying out its responsibilities in the field of Gdomestie trunsport, storage 
and port utilization under the Defense Production Act of 1950 and the appri 
priate Executive orders, the Defense Transport Administration may make use 
of committees and other advisory bodies, the members of which are selected 
from both inside and outside the Government. This memorandum sets forth 
DTA policy concerning these advisory bodies. It is accompanied by a procedural 
instruction bearing this same date, which covers the formation, use, and coor 
nation of advisory bodies. 
b. The domestic transport and storage task groups 
By special arrangement with the Transportation Office, National Security 
Resources Board, the Defense Transport Administratio 
the NSRB Task Groups for Domestic Transport and Storage for the areas as 
signed to DTA, namely: 
Railroad Transport 
Street and Highway Transport 
Inland Water Transport 
Warehousing and Storage 
Port Utilization 
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The chairmen of these task groups will be appointed as staff consultants to the 
Administrator of DTA, and the entire task group structure, comprising 12% 
qualified advisers from industry and the Government, will become available to 
ihe Administrator and the component parts of DTA through its executive assist- 
ant, who is general secretary of these task groups. 

As a matter of policy, these task groups and the sources of information nor 
mally available to them will be utilized wherever practicable in preference to the 
establishment of new advisory bodies. 

The officers and members of these task groups have been cleared for security 
purposes, and may handle documents of all regular security classifications 

Generally speaking, these task groups are not necessarily so constituted as t 
qualify as “business advisory committees,” and should not be so utilized 
C. Interagency advisory committee 

(n interagency advisory committee will be established to advise and consult 
with the Administrator upon his request in connection with the carrying out of 

functions in connection with the defense-production program. The members 
this committee shall also advise the Administrator regarding the requirements 
f the agencies which they represent for transportation, storage, and port facili 
ies and services, 
iy, Business advisory committecs 
Business advisory committees for the individual segments of the Administra 
r’s responsibility will be established only as needed; that is, when the first 
regulation, or order affecting any one individual segment of the domesti: 
transport, storage, or port industries is to be issued directly by DTA (as con 
trasted with the Bureau of Service, ICC, which has its own advisory commit 
Tees), 
Business advisory committees perform the duty, required under section 709 
a) of the Defense Production Act of 1950, of providing consultation to the Ad- 
nistrator prior to the issuance of any ruie, regulation, or order, or amendment 
ereof, unless special circumstances render such consultation impracticable or 
contrary to the interests of the national defense. 

Business advisory committees must be fully representative of the industry 
segment to be regulated, including representatives of independent small, medium, 
and large business enterprise, different geographical areas, trade-association 
members and nonmembers, and different groups within the industry affected 
by the proposed rule, regulation, order, or amendment (See see. TOL (b) (ii) 

‘the Defense Production Act of 1950. ) 


1. Interagency collaboration in the establishment and use of business advisory 
committees 
The DTA will collaborate with the other agencies operating under the defense 
duction program in seeking to minimize unnecessary duplication of effort, 
verlapping of functions, and undue drain upon the time of busy and important 
siness executives. To this end, DTA will work through such central point of 
earance and information among the defense agencies with reference to the 
tablishment and use of business advisory committees as may be established 
the following basic guiding pritciples, subseribed to by all agencies operating 
der the defense-production program, will be followed: 
a) Maximum use will be made of established committees 


(4) Committees will be used only to give advice and information to the Gov 
ernment, 

(¢) Uniform practices shall be followed in regard to the composition of com 

(tees. 

(d) Uniform practices shall be followed in the administration of committees 


d supconunittees. 
Conferenfer 


Conferences, which need not be representative, are called when discussions are 
he merely exploratory, when the objective is to secure technical information 
When advice and recommendations are sought on matters of limited applica 


n. A conference is called for a single meeting. 


7 asi, Jroups. 
Task groups, consisting of a few specially qualified persons, are appointed t 
repare reports on particular assigned problems. 
Conferences and task groups, when duly approved and appointed in accordance 
ith the accompanying procedural instructions, may be called by division diree 
tors of the DTA. 
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G. Industry program committees 

These are committees of individual industries (i. e., livestock haulers, furni 
ture movers, dairy-products distributors, etc.), or of appropriate groups of car 
riers and shippers or passengers (i. e., local freight-car efficiency committees, 
local urban transportation committees, ete.), formed at the specific request o! 
DTA, to operate at national, regional, State, or local levels, as appropriate, t 
assist in the operation of specific industry programs for traffic movement, co! 
servation, effective use of storage space and port facilities, ete., and in connection 
with such “joint action” plans as may become authorized. 


H. Industry committees 

Such committees are committees of industry, and not committees of thi 
Defense Transport Administration. 

Typical of these are “war program”, “defense program”, or “national defense” 
transportation, storage, or port committees formed by these industries of their 
own volition, or in response to the general urging of the Administrator that ea: 
industry should form its own committee in its own interest, 

The chairmen, secretaries, or special delegates of such committees will be 
“heard” by DTA on behalf of their respective industries on such occasions tis 
the Administrator may deem appropriate. 

The principal value of such committees lies in their serving as a means of 

1. Bringing special problems to the attention of DTA; 

2. Bringing to the attention of their constituent industries such rules 
regulations, orders, procedures, etc., of government as may be prescribed; 
and— 

3. Serving as focal points and “nerve centers” for such programs of 
voluntary cooperation on the part of their respective industries as may be 
indicated, or called for in statements of policy issued by DTA. 

Such industry committees shall be considered as industry’s own committees, 
and not as advisory bodies of DTA. 

I, Policies governing DTA advisory bodies 

1. Except for the interagency advisory committee whose representatives and 
observers are to be designated by their respective agency heads upon DTA in 
Vitation, and the Task Groups for Domestic Transport and storage, which are 
NSRB units extended to DTA for its use, the Administrator of DTA or his 
designee selects and appoints the members of all DTA advisory bodies and any 
alternates who may be permitted to attend advisory meetings. 

2. DTA advisory bodies are selected for special backgrounds, skills, and capac- 
ities for the particular task and, in the case of Business Advisory Committees, 
as cross section of the viewpoints found in the sector of DTA’s responsibility 
Which the committee represents. 

3. DTA advisory bodies and conferences meet only under the chairmanship of 
DTA employees. 

3. All meetings of advisory committees, and meetings of conferences and tas! 
groups when classified materials are considered, are held only in Washington and 
in government buildings. 

5. Since the membership of a task group is small and task group action is 
limited to the preparation of reports and recommendations on specific assigned 
subjects from data normally available to its members, it is not required tha 
its meetings be held in Washington or under government supervision except when 
classified materials are considered. 

6. Classified documents and materials cannot be retained by members of DTA 
advisory bodies. 

7. Compensation is not paid for services on advisory bodies. DTA does not 
reimburse members for expenses incurred in the performance of such services 
except in cases of hardship, or where the services of a particularly outstanding 
member of an advisory body cannot be obtained on any other basis. 

8. Advisory bodies are established or convened only when a definite need 
exists for advice and information on active matters, and only when DTA’s 
staffing in the particular area is adequate to assure careful preparation for 
meetings and effective follow-through on their subject matier. 

9, When the need for a committee has been determined, an examination will 
first be made to see whether the required advice and information can be supplied 
by— 

(a) The NSRB Task Groups for Domestic Transport and Storage or by 
an appropriate subcommittee thereof : 
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(b) An existing advisory body of the Defense Transport Administration ; 
and 

(c) An existing committee of one of the other agencies of Government 
operating under the defense-production program. 

If no satisfactory advisory body exists, a new one may be formed in accordance 
with the accompanying procedural instructions. 

10. Minutes of all meetings of all advsory bodies are to be kept. 

11. Security clearance in advance is required of the members of all advisory 
bodies having access to classified materials, and of all persons who may be per- 
mitted to attend the meetings of such bodies where classified materials are dis- 
cussed." 

12. Opinions and recommendations of DTA advisory bodies are not established 
by vote. Where a consensus is not obtained, a committee chairman embodies in 
his report an analysis and evaluation of the conflicting views. 

J. Restrictions on DTA advisory bodies 

All DTA advisory bodies are restricted to the following: 

1. They are merely advisory, furnishing information and advice upon the 
specific request of DTA officials. 

2. They are not authorized to determine policies for, or to excercise any au- 
thority over, the industry from which they are appointed, to make decisions, to 
execute any program, to regulate or control industry, or to implement any plan 
whether or not adopted by DTA. 

3. They are not charged with any responsibility of planning for DTA, nor do 
they make any commitments or exercise any authority in the name of, or for, 
DTA. 

4. They are not authorized to circularize industry or make any request for 
data or other information in the name of DTA. 


K. Position of the Department of Justice with reference to business advisory 
committees 

As a general matter, the Department of Justice is of the view that the decision 
as to the necessity for the formation of industry committees to advise a Govern- 
ment department, and the responsibility for their formation, rests with the 
specific department. However, in organizing such committees, there are certain 
requirements which should be met in order to minimize the possibility of viola- 
tion of the antitrust laws. Briefly stated, these requirements are— 

1. There must be statutory authority for the employment of such committee 
or there must be an administrative finding that it is necessary to utilize such 
committees to perform certain statutory duties. 

2. The agenda for such committees and their meetings must be initiated and 
formulated by the Government. 

3. The meetings to be held must be at the call of and under the chairmanship 
of full-time Government officials. 

4. Full and complete minutes of each meeting must be kept. 

5. The functions of such committees must be purely advisory and any deter- 
minations of action to be taken must be made solely by Government representa- 
tives, 

So long as the activities of business advisory committees are carried on within 
these limitations, the Department of Jusice would not view the activities as 
constituting an independent violation of the antitrust laws. It should be em- 
phasized, however, and it should be made clear to participants in such activities, 
that the Department retains complete freedom to institute proceedings. either 
civil or criminal, or both, in the event that any particular plan or course of action 
is used to accomplish unlawful private ends. Further, this Department retains 
full freedom to institute civil actions to enjoin continuance of any acts or 
practices found not be in the public interest and persisted in after notice to 
desist. 

(See letter by Mr. Peyton Ford, Deputy Attorney General, to the Chairman. 
National Security Resources Board, under date of October 19, 1950, which is 
substantially quoted above.) 


‘DTA presently has no means of investigating and clearing prospective members of 
tdvisory bodies for security purposes. Always consult with the general counsel (security 
officer, pro tempore) in advance where classified documents are involved. Make fullest 
possible use of the existing Task Groups for Domestie Transport and Storage, where mem- 
bers have been cleared for the handling of classified documents 
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Exuisit No. 91-D 


DEFENSE TRANSPORT ADMINISTRATION, 
January 20, 1951. 


PROCEDURAL INSTRUCTION COVERING THE FORMATION, USE, AND COORDINATION ©: 
ADVISORY BODIES 
A. Purpose 

The purpose of this instruction is to provide a procedure for the formation 
use, and coordination of advisory bodies, including interagency committees 
business advisory committees, conferences, task groups, and industry progra: 
committees. 

This instruction is based upon the policy defined in the policy memorandum 
concerning the use of advisory bodies bearing this same date. It applies to al! 
groups of individuals selected for formal consultation with DTA; it does not 
cover consultation between members of the DTA staff and individuals eith« 
inside or outside the Government. 

BR. Responsibilities of the Brecutive Assistant 

The Executive Assistant shall represent the Defense Transport Administratio 
on any interagency committee established for the purpose of coordinating po 
icies and procedures with respect to advisory bodies among the defense agencies 
In the absence of the Executive Assistant, the general counsel shall serve a 
alternate on such interagency committee. 

The Executive Assistant, or in his absence the general counsel, shall sery: 
as the officer to coordinate the operations of advisory bodies within DTA, and 
shall provide the central point of information for effecting interagency co! 
laboration with current information on the status and operations of industry 
advisory committees. He shall also serve as the point of contact in DTA which 
upon request, will provide the other agencies operating under the defense-pro 
duction program with appropriate information concerning DTA’s advisory 
bodies. The Executive Assistant shall, when presented with a request for tli 
formation of a new advisory body in DTA, check with the central point ot 
information among the defense agencies in order that account may be taken o! 
parallel developments in the other agencies, and that arrangements may 
made, whenever appropriate, for the common use of an appropriate committe 
of another agency. 

The Executive Assistant will furnish advice and direction relative to the 
creation of all advisory bodies within or attached to DTA. When the subject 
matter, purpose, membership, and other details of a proposed advisory bod: 
have been agreed upon, the Executive Assistant will draft a charter or othe: 
documents as deemed appropriate for the particular type of advisory servi 
indicated and will take other necessary action to formalize proposals, corre 
spondence, and other documents for the approval of the Administrator. 

The Executive Assistant is also responsible generally for giving advice and 
direction concerning the operation of established advisory bodies and for thei: 
coordination, including the subject matter and purposes. Minutes of meetings 
of all advisory bodies shall be maintained by all chairmen of DTA advisors 
bodies, and copies of such minutes shall be forwarded promptly by these chair 
men to the Executive Assistant for permanent file. 

“. Responsibilities of the general counsel 

The general counsel will keep currently advised as to the law and all rules 
regulations, orders, and recommendations of the Department of Justice as the) 
apply to the use of advisory bodies. In cooperation with the Executive Assis! 
ant, he shall keep in touch with legal counsel of the defense agencies of the 
Government with respect to such matters, 

The general counsel shall serve as security officer, pro tem, for the Defens: 
Transport Administration. 

The general counsel will advise the Administrator, the Executive Assistant 
other officials and employees of DTA, and prospective members of advisor) 
bodies as to their responsibilities and limitations in making use of such bodies 

In the absence of the Executive Assistant, the general counsel will serve as 
his alternate. 
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D. Responsibilities of DTA division heads, consultants, specialists, and staff 
members 

The responsibility for insuring that the operations of DTA advisory bodies 
are carried out in accordance with the established policies and procedures shall 
lie with the DTA official or staff member who sponsors and uses the individual 
advisory body. 

Staff members shall keep themselves fully advised as to such policies and 
procedures, and the revisions thereof. They shall consult with the Executive 
Assistant and the general counsel concerning the formation of new advisory 
bodies, the use of advisory bodies in common with other defense agencies, and 
with reference to contemplated meetings of existing advisory bodies. 

Staff members shall observe the procedural instructions given below in dis- 
charging their responsibilities with reference to committee operations. These 
procedures shall apply to DTA use of advisory groups used in common with 
other agencies operating under the defense production program, as well as to 
advisory groups established by DTA itself, 

BE. Use of the domestic transport and storage task groups 

In making use of the facilities afforded by the NSRB domestic transport and 
storage task groups, which have been made available to DTA by the Transporta- 
tion Office of the Resources Board, all requests for advice and information, or 
for calling in these groups, portions of them, or individual subcommittees or 
members thereof, shall be made through the Executive Assistant, who as of 
this date is also general secretary of these task groups. 

F. Formation and use of Interagency Advisory Committee 

The Interagency Advisory Committee shall function at the Administrator's 
level. The Executive Assistant shall act as executive secretary of the committee, 

See Organization Order No. DTA-—2, which establishes and describes the 
functions of the Interagency Advisory Committee. 

G. Formation of other DTA advisory bodies 

The official or division of DTA proposing the formation of an advisory body 
(comimittee, conlerence, task group) shall furnish the Executive Assistant, 
advance for each body, the information required on Form D'TA-—ExA~, copy of 
Which is attached hereto and made a part of these procedural instructions, 

Except in the case of industry-program committees having operational functions 
to perform and which will be specifically instructed, each letter of invitation 
to industry representatives or others outside the Government shall set forth 
clearly that the advisory body is being established for the purpose o vil 
advice and information to the Government. 

In the case of business advisory committees as required in connect 
section 701 (b) (ii) of the Defense Production Act of 1950, proposals 4 
formation of advisory committees shall be accompanied by a statement that 
committee as proposed is representative of the industry or other interests 
involved and also by adequate supporting data to justify the conclusion that the 
proposed committee is representative. Evidence shall be furnished for such 
committees that such factors as size of units of the industry (small. medium, 
and large) geographical distribution, differing services, levels of traffic. inte 
grated and nonintegrated companies, and trade association membership and non- 
membership have been given adequate representation. 

Upon approval of the formation of an advisory body, the Executive Assistant 
shall transmit to the DTA Security Officer pro tempore (the general counsel) 
a list of the proposed memebers and a statement as to the security classification 
of documents to be handled or prepared by the advisory body Pending the 
ability of DTA to inaugurate a full program for security Clearance, the Securit) 
Officer pro tempore shall instruct the DTA Chairman of such advisory body as 
to his responsibilities under the security program. 

H. Calling meetings 

Meetings of DTA advisory bodies subsequent to the first meeting shall 
initiated by letter from the committee chairman suflicientivy in advanee of the 
neeting date to give members adequate time for preparation for the meeting 
This letter shall transmit the agenda and such other information as will assist 
committee members in their preparation for the meeting Such letters ond 
accompanying documents shall be cleared with the Executive Assistant amp \ 
in advance of the meeting so that he may discharge his responsibility for gi r 
prior notice to the central information point among the defense agencies 





862 STUDY OF MONOPOLY POWER 


In every instance of a contemplated meeting call of DTA advisory body, 
information shall be supplied in advance to the Executive Assistant by the 
responsible staff member in accordance with the requirements of Form 
DTA-ExA-5, copy of which is attached hereto and made a part of these 
procedural instructions. 

I. Security clearance requirements at meetings of DTA advisory bodies. 

Only persons having advance security clearance may attend a meeting of 
DTA advisory body when discussion may involve any classified information 
The chairman of such a meeting shall be responsible for determining that all 
persons present have had the required security clearance and shall inform 
those in attendance that classified materials may be discussed. The chairman 
shall be responsible for identifying to an advisory body any person admitted to a 
meeting after it is in prograss. If the chairman admits to a meeting any person 
who has not had securig¢y clearance, he shall announce that discussion of 
classified information is not in order, 

The official, specialist, or division of DTA using task groups shall specify 
which employee of DTA shall be generally responsible for each such group 
However, task group meetings may be held without the presence of a Govern 
ment officer and such meetings are not confined to Washington or Government 
buildings except when classified materials are being considered. 

K. Requesting another agency to form an advisory body 

A proposal to request another agency to organize an advisory body shall 
be cleared with the Executive Assistant. Such a proposal shall be accompanied 
by a definition of the problem or problems on which the proposed body will 
advise, a statement showing the nature and extent of the proposed organizing 
agency’s responsibilities in the subject field, and the responsibilities of other 
agencies in the field, together with a draft of a letter from the Administrator 
of DTA to the head of the proposed organizing agency, requesting the formation 
of the body. 

L. Referral of problems for advisory bodies of other agencies 

Proposals for referral of a DTA problem for consideration by an existing 
advisory body of another agency shall be cleared with the Executive Assistant. 
Such proposals shall be accompanied by a definition of the problem or problems 
to be referred, a statement of work done on the problem by DTA, a statement 
of the action desired, and any other statements and documents which may assist 
in the clarification of the problem, together with a draft of a letter of reference 
from the Administrator of DTA to the head of the agency. 


M. Service on committees 

Any agency desiring DTA representation on a committee under its jurisdiction, 
other than a committee which was organized at the request of DTA or a com- 
mittee being used by DTA, shall be asked to submit a request in writing to 
DTA. The letter request should indicate the nature of the service or function 
the appointee will be expected to perform. The official, specialist, or division 
of DTA receiving such a request shall forward it with recommendations and 
the name of any proposed appointee to the Executive Assistant. 

An official, specialist, or division of DTA desiring representation on a com- 
mittee of another agency shall submit to the Executive Assistant in writing 
a statement outlining the reasons for desiring such representation and giving 
the name of the proposed appointee. The Executive Assistant shall conduct 
the necessary interagency communications and upon acceptance of the request 
by the agency shall process the appointment. 

Appointments of members of the DTA staff to advisory bodies of an agency 
are made only by letter from the Administrator of DTA. Appointments of 
personnel of other agencies to DTA advisory bodies are made by the agency 
on invitation from the Administrator of DTA. 


N. Minutes, reports, and files 

The chairman of a DTA advisory body shall be responsible for the preparation 
and circulation of agenda, documentation of agenda, minutes, and reports of 
the body's deliberations and decisions. Minutes of a meeting shall list all 
persons in attendance at the meeting. 

Within 1 week after the date of the meeting of a DTA advisory body, the 
responsible DTA official or employee shall file with the Executive Assistant 
the information required by Form DTA—-ExA-—6, copy of which is attached hereto 
and made a part of these procedural instructions. 
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Oo. Termination of advisory bodies 

It shall be the responsibility of the chairman of a DTA advisory body to 
recommend the termination of the body promptly when it is no longer required. 
Such recommendation should be accompanied by the draft of a letter for the 
Administrator’s signature indicating that the advisory body is to be discontinued 
and that the members are discharged with thanks for the services rendered. 

Form DTA-ExA-3, giving notice of the termination of the advisory body, shall 
be filed with the Executive Assistant. A copy of this form is attached hereto 
and made a part of this procedural instruction. 

A task group is automatically dissolved when the report on its assignment 
s completed, except that by prior agreement with the Executive Assistant, (a) 
the assignment of a task group May be modified or supplemented before the 
report on the initial assignment is completed, (b) the members of a task group 
which has previously submitted a report may be called together subsequently 
by the official, specialist, or division of DTA in charge for the specific purpose 
of reviewing and discussing the results of DTA’s review of the report. Such 
i task group may also be recalled for the purpose of revising its previous reports 
to keep them abreast of changing conditions during the period of defense 
production. 

An advisory body may be extended beyond its authorized period or, when 
this period has expired, may be reconstituted or reorganized on the recommen 
dation of its chairman or officer in charge to the Executive Assistant The 
Executive Assistant shall review the recommendation and define the procedure 
for extension, reconstitution, or reorganization called for in the individual 
case, Such extended authorization or reorganization shall be by letter from 
the Administrator of DTA or his designee. 
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DEFENSE TRANSPORT ADMINISTRATION, 
Washington, D.C. 
For release: 8 p. m., Thursday, January 25, 1951. 


(The following is the text of a speech to be delivered by James K. Knudson, 
Administrator of the Defense Transport Administration, before the Pittsburgh 
Traftic Club, Pittsburgh, Pa., Thursday evening, January 25, 1951:) 

I've come here today for the express purpose of asking you to change your 
Ways, your transportation Ways. 

If I were a preacher I might say, your erring ways. 

The matter of repentance in any endeavor of life is never popular because 
its first connotation is a recognition of one’s sins and shortcomings. 

I'm told, however, that its achievement can be measured in terms of deep 
personal happiness and great personal progress, 

They're the two worth-while ingredients of a business life as well as of a 
personal life—happiness and progress. They are especially important ingredients 
in this age of tension and peril. 

The other day I overheard two students of religion discussing their class work 
in theology. 

“Where are you,” said one, ““We'’re on original sin.” 

“Oh, we're way past redemption,” said the other. 

Well, just now, in transportation it’s bad to be found either in a state of 
original sin or “way past redemption.” The way to Salvation in this field of 
our existence—and that’s what it means, our existence—lies in the observance 
of a few simple rules. These rules might be said to constitute a code of trans- 
portation. Repentence is a means of bringing happiness and progress out of 
what otherwise might be confusion and chaos. 

This then is the text: 

This gathering composed of industrialists and transportation leaders, shippers, 
and carriers that is, I am sure recognizes the need for the highest efficiency 
obtainable in our system of transportation, This need is especially pressing 
today for we are entering upon what may develop into a long period of extreme 
national emergency, When all of our energy, science, know-how, and devotion 
will be required to bring us the victories and achievements we have every reason 
confidently to expect. 
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Although transportation in its over-all application today certainly inelud 
many forms and facilities it will be my purpose tonight to discuss principal 
the rights and wrongs of the railroads and the shippers and receivers who u 
them. 

The stake and obligation in the satisfactory functioning of the railres 
machine is a joint one. It belongs to shippers and operators. The sins of eith« 
can be visited upon the other’s head. The repentence of both means the saly 
tion of both. There are shortcomings which are within the control of each « 
these groups to correct. I shall take this opportunity to outline briefly some 
of these matters which have come within my observation and which, in m 
opinion, are worthy of your observance. 

Our system of railroads is the greatest in the world, generally the most 
efficient. Its workers are the highest paid, and its service cost to the publi: 
is the most economical. It must make the Polithuro swallow hard indeed | 
contemplate What can be done not only with our Berlin Airlift but with o 
American railrouds. But whatever degree of excellence they may have attained 
like most everything else, they can be reasonably asked to do better. This is 
the job to which I believe we may now well apply ourselves. 

Our railroads have been in operation over 100 vears. IT do not assume that 
I can present any particularly new thought, or offer any cure-alls for such 
difficulties as may arise in our day-to-day activities, but possibly I may emphasize 
a few items, the importance of which is now generally recognized. = 

The stark transportation fact that stares me in the face daily and which takes 
shape in. aggravated phone calls, demanding telegrams, or irate letters for 
relief, is that we do not presently have sufficient railroad rolling stock and 
motive power to do the job at hand. And the job is going to get bigger as the 
days roll on. And it is going to get bigger before the operating capacity t 
handle it is available. 

The alternative approach, therefore, is to adopt means now of living as best 
we can With what we have. 

I, therefore, propose to discuss first tonight 10 things that rail carriers can 
do to help see the Nation through the present emergency. 

As our discussion centers around tonnage volume and the efficiency and 
adequacy of its movement, I will consider principally the use which is made of 
the vehicles engaged in this mass movement. That is, the common freight ea! 
1. There should be an immediate reappraisal of the problem of car ownership 

Has each individual railroad thoroughly analyzed its own situation with 
respect to the sufficiency of its ownership of freight cars? I fear that in soni 
quarters and without giving any thought of being specific some railroads have 
vested the obligation of car ownership upon some neighbor road or roads with 
which there is an interchange of tratlic. Have the carriers or has the Inte: 
state Commerce Commission, for that matter, a formula applicable to a dete: 
mination of proper car ownership Which will stand up under all tests? It would 
be most helpful if such a formula could be fixed by the railroads acting joint) 
If aid is desired on the part of the Interstate Commerce Commission, I believ: 
it would be forthcoming. Possibly we as a Commission have an obligation | 
initiate action in this respect. 

Car ownership should be based on sound judgment, respecting individu: 
obligations to the public services, and an assurance that there will always 
be available from some source a supply of cars adequate for the traflic to ty 
offered for transport. An important corollary is that cars are also needed t 
protect the revenue of individual railroads. 

In this connection, are there generally any types of equipment which will 
better meet the needs of the public than those which are customarily in service’ 
I realize that a great amount of necessary and constructive work has been done 
toward standardization of equipment but I am sure that all will agree we should 
not shut our eyes to further developments Which may be in the public interest 
We have an immediate need for 300,000 new freight cars. The railroads have 
about 126,000 on order. They must order more. in doing so, the matter of a 
new approach to car ownership should be taken seriously into account, 


2, There should be a more thoroughgoing supervision of the use of cars 


Perhaps next in importance is the question of the present adequacy of super 
vision over the handling given the individual freight car. There are many facets 
to this problem, all relatively important. We all know about “lost car-days. 
Phat is, these days when a car which is needed for service is standing idle in 
some vard or on some sidetrack, either loaded, or empty, and in condition for 
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service, when it should be en route to its destination if loaded, or if empty, to 
some prospective shipper who has placed an order for a car to load. 

We have but a handful of service agents to police this job. More will be 
secured and enforcement of pertinent orders will be, I promise you, expected 
and secured. The major policing of this duty must rest with the railroads 
themselves. Everyone in the shop—from the chairman of the board to the 
last “gandydancer” on a section gang—miust be made cognizant of the neces- 
sity of keeping cars rolling. 

Have you railroad executives, any of you, compiled any record of what these 
lost car-days, as of any given date, may mean to your per diem balance or, per 
haps of greater importance, to your revenues? I suspect that such a record 
might be most revealing. Do your supervisory forces receive, or do they check, 
daily reports of cars on hand at all yards and stations, large or small, with 
a brief history of each car, giving the cause of any mishandling or failure to 
move? May I suggest that you send for reports of this nature for 1 day and 
look them over. Many service complaints mizht be checked and possibly corrected 
by this procedure. In any event it’s time again to adopt the motto “Keep ‘em 
rolling.” 

Car repaus should he speeds d up 

For months now, railroads in all parts of the country have been subjected to 
ar shortages in various decrees of severity. Has everything possible been done 
to maintain the number of cars awaiting repairs, both heavy and light, at a 
minimum? The avearge percentage of bad-order cars on all railrods of the 
country as currently reported is higher than it should be and higher than it need 
be. If these percentages could be reduced by one-half, the cars thus restored to 
service would be most helpful toward meeting total requirements, 


}. The 5-day week should be the subject of managerial inquiry as to its effect 


upon car Use 

It is inevitable that in an attempt to adjust railroad operations to the 5-day 
week there should be ibstantianl delays, both in the use of and the handling 
given to the average freight car. No doubt many railroads have evaluated the 
effect of this change in r economic life in terms of gain or loss as applied 
to operations in yards, stations and elsewhere in order to determine whether 
nereased availability of cars for use may not be worth the added cost necessary 
to provide that service which is essential to add to the car supply or to advance 
the delivery of trathe. All roads should survey this possibility and sncrifice on 
the side of use. Some complaints have been made, due apparently to delays in 
handling less-than-carload or merchandise traffic at freight houses and transfer 
points. All railroads should take very practical precaution to forestall com- 


plaints of industry arising from these sources, 


5. Loss and damage should be the subject of continuous sca j restioation 


} 


incident to World War II there was an appalling incre: in loss and damage 
The Nation can't atferd to lose or have destroyed it ares, and me! 
chandise. Phe prevention of claims for damage to freight aced in the Care of 
railroads for transportation is joint as between railroads and the shippers. 
May we at this time consider some of those causes of damuge, however, for 
Which the railroad must assume responsibility?’ Perhaps the most compelling 
of the causes for which the railroads are responsible is that of rough handling 
in sWitching service, in trains, on station platforms, and in freight houses and 
incident to transfers I realize that all railroads are aware of this difficulty 
and have taken precauti ms to prevent su h damude. But surely it is in order 
for me once avain to bring it to the attention of all most directly concerned that 
nothing be left undone that wil! eliminate this evil. 

Another cause contributing to freight claims arises from inadequate in 
spection of empty cars placed tor loading. Care in proper inspection of an empty 
car before placement for a load mmay save a claim to contamination from a pre 
vious ladin damage due to a leaky roof, or interior defects; or may prevent 
placement of car for lading for which it is entirely unsuitable or unfit, mechani- 
cally or otherwise. The loading of untit equipment is likely to cause unneces- 
sary trouble and delays at interchange points. Standard inspection in these 


respects 2 oO ferp 
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6. The power to embargo should be judiciously used 

One source of troublesome and avoidable delay in the use of freight cars arises 
from the failure of the railroads to be as alert as they should be in placing 
embargoes against consignees who fail to release cars consigned to therm 
promptly and which are otherwise available for placement. 

This difficulty also occurs at times with respect to tratlic awaiting acceptance 
by a connection in interchange. Traffic also occasionally piles up at ports in 
excess of the ability of the vessels to take away or the rails to release. Use of 
the embargo should be made at all times in the interest of conserving equip 
ment subject to delays due to such causes. The embargo power in these days 
is a sword as well as a shield. 

7. Cars should be cleaned thoroughly and promptly 

Here again is an instance where there is a joint responsibility between the 
railroads and the receivers. At the moment, I am concerned with respect to 
the obligations of the railroad to proceed with all reasonable dispatch in switch 
ing cars to cleaning tracks or to other points where such work may be performed. 
This may pose a manpower problem, but it is one that must be met head-on and 
disposed of. I shall deal more at length with this subject later on when I come 
to a discussion of some of the shortcomings of the receivers of freight. Suffice 
to say here that railroads cannot conscientiously ask shippers to be more cooper 
ative in cleaning curs unless they set a good example in their own responsibilities 
8. Circuitous routing should be held at a necessary minimum 

Still another instance of joint responsibility for excessive delays in the 
expediting of traffic, which occasionally comes to the attention of the Comunis- 
sion occurs when railroads insist on routing traffic both empty and filled cars 
via long and circuitous routes when requests or orders are placed for cars. No 
one will deny that it is the inherent right of the shipper to route his traffic 
Via any route he may elect which is in accordance with approved tariff author- 
ity. It is also clear that certain traffic such as grain require circuity in the 
marketing scheme of things. It is also axiomatic that railroads are ordinarily 
entitled to their long haul. But when it is a case of obtaining a car for im- 
mediate loading requirements or going without, the power of resistance to sin 
in these endeavors may be a little low. 

9. Reductions in the number of cars in company service should be affected 

All railroads have their individual methods of handling their company sup- 
plies of every nature, including such important items as fuel, material for 
maitnenance purposes, car repairs, shop supplies, etc. To handle and distribute 
this vast amount of company freight requires the use of freight cars either of 
system or foreign ownership. There is no organization engaged in regulatory 
checking or policing against delays in such use of equipment. Railroad tman- 
agement sholud look upon the use of cars for this purpose in the same manner 
as if the cars were in the service of patrons of the road who would be subject 
to the penalties of demurrage for misuse. A railroad-wide report made on a 
given day of all cars under load with company material, recording the number 
of days the cars were held under load as of the day of the report, including the 
type of the car, the commodity, and the department of the railroad for whose 
account the car was being held, would undoubtedly be helpful in obtaining the 
release of a great number of cars which might be applied against existing short 
ages. There ought to be devised a better means of holding blameable persons 
in railroad operations accountable for their sins, too. 


10. There must be, for the duration at least, greater cooperation between rail- 
roads and other forms of transportation 

Competition is one of the greatest spurs to progress. Moreover, it is Ameri- 
can and should be encouraged for that reason. 

But there are great areas of cooperation, coordination, integration, unifica- 
tion—eall it what you will—-between railroads and motor carriers, water car- 
riers, pipelines, freight forwarders, and air carriers which should be explored 
and developed. 

So long as railroads are overburdened there should be small reluctance on 
their part to see competitors share the traffic. 

There is growing evidence that motor carriers will have to move more traffic 
than they can handle soon in some places. Arrangements should be worked 
out for the rails to assist in moving such traffic. 
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During World War II water carriers especially on inland waterways, on many 
eceasions had idle floating capacity while the rails were overburdened. 

There should be a conscious striving for a better balance of traffic during times 
of national emergency. Cooperation in effecting this result will be in the public 
interest. 

So much for a few suggestions to indicate the line of my thinking in connec- 
tion with some of the opportunities railroad management has for helping trans- 
portation weather through the current crises. That there are other items of a 
similar nature which are potential car-day savers will probably receive general 
ageement. Unless each railroad will do its utmost to keep its own house in 
order in these respects it has no right to be overeritical of the users of trans- 
portation in judging delinquencies of which they may be guilty. The straight 
and narrow parth has room fo rall sinners. 

Now may I consider some of the elements of car use and handling in which the 
shipper or receiver of freight has direct responsibility toward maintainng the 
utmost in efficiency. You recall, IT am sure, that wonderful story about Cal 
Coolidge. He went to church one Sunday. Upon his return someone asked 
him what was the subject of the preacher’s sermon. “Sin,” replied Cal. “What 
did he say about it?’ asked his interrogrator. “He was against it,” said Cal. 
I feel that way about the thing shippers and receivers do to the car supply. 

1. Freight cars should be cleaned by receivers promptly and thoroughly 

Probably the one item which stands out above all others as an element of 
inefficiency in the use of freight cars is commonly recognized as the “dirty-car 
problem.” That is, when the car upon release of its lading by the consignee or 
lis representative is left by the unloader in an unclean condition. This is due 
to failure to remove dunnage, strapping, bracing, or debris of any nature which 
someone must remove before the car is in condition to be placed with a shipper 
for the next load, it being the obligation of the railroad to place cars suitable 
for loading. 

With respect to cars unloaded by consignee or his agent, the responsibility is 
directly his and in no way devolves upon the railroad. There is the direct 
cost of cleaning, also hidden costs such as that of switching the car to and 
from the cleaning track and loss of per diem now at the rate of S175 per day 
while car is held out of service, which may properly be taken into consideration. 
it has been variously estimated that all of these costs total over a period of a 
year from not less than S60 million of upward to $100 million. This added, and 
quite unnecessary, cost is inevitably a charge which is ultimately included in 
the rates paid by shippers. It is stated that the average car could be entirely 
cleaned and left in usuable condition for the next shipper at an expense of not 
to exceed $1 if the work is done at the time the car is released. This would 
mean that neither switching nor any further attention by the railroad is re- 
quired. This work may, I think, be broadly interpreted as an obligation of the 
receivers of the freight, as it is in the interest of lowering transportation costs 
ind increasing the availability of cars. Besides, it's good transportation man- 
ners, We don't set out dirty milk bottles to be returned to the milkman: we 
don’t return our neighbor’s butter dish dirty. Freight cars are in the same 
category so far as manners are concerned. 

A suggestion has been made that this condition can be corrected in part at 
least by the application of a penalty to be assessed against the consignee, some- 
thing like demurrage, when cars are not completely cleaned at the time of un- 
loading. I sincerely hope it may not be found necessary to go this far to find 
a cure when it would seem that friendly cooperation and the application of the 
Golden Rule is all that is required to bring about all necessary relief, 

2. Prompt loading and unloading cars by shippers and receivers is a must 

Valuable car-days are lost when a shipper or receiver fails to load or release 
a car With the utmost practical speed when in his possession. Carelessness and 
thoughtlessness and perhaps selfishness, are probably the greatest hindrances 
to freight car efficiency in these categories. It is quite unfair to one’s self and to 
one’s neighbor to take 2, 3, or more days to load or unload a car when 1 day 
is all that is actually required, unless there is some very compelling reason why 
the work cannot be done in that time. Freight cars must not be used for storage 
or similar shipping convenience. 

In this connection, there is also the responsibility on the part of the shipper 
or receiver to notify the railroad when loading or unloading has been finished, 
in order that prompt movement of the car may be given, I am not overlooking 
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the obligation which rests upon the railroad to act promptly upon the receij))t 
of such information, 

I shall say more about this point later but mention here that prompt loadin: 
and unloading of freight cars would be greatly fostered by the opening of ware 
house doors on Saturdays and Sundays. We are losing about 15 to 20 percent 
of our rail car efficiency in this country because of the 5-day week. I shall con 
tinue to plead with shippers and receivers to make car releases and car unload 
ings possible on week ends even though it involves overtime pay for labor. Our 
tight car situation warrants this sacrifice. 

3. Heavy loading, though not mandatory necessity, is desirable 

One very productive source of greater efficiency in car use is obtainable by 
increasing the tons per car loaded. Very likely this suggestion, or request if I 
may term it such, will not be universally endorsed by shippers and receivers 
But there can be no question about the merits of the proposal. It has been tried 
and found to be practical and effective. The average tons per car loaded was 
increased by 10 to 15 percent us a result of orders issued by the Office of De 
fense Transportation during World War II, and a substantial proportion of these 
increases then attained have been continued to this day. I have in mind sey 
eral commodities which are susceptible of heavier lounding which have reverted 
to earlier levels, It has not as yet been found desirable to reissue a heavy 
loading order but it is to be hoped that voluntary action will be taken by ir 
dividual shippers and receivers in this field. Uefore any such order is ever 
issued I might add shippers will be given a chance to comment thereon. 

The supply of cars conserved or to be conserved in this manner will permit 
the use of many thousands of cars for loading which are otherwise currently 
denied to shippers. This contribution to car efficiency is one which should be 
made by the individual shipper in cooperation with the receiver in the spirit of 
helpfulness to the car supply as a whole in a period of emergency. To be sure, 
the railroads will reap tangible benefits, but the shippers will at least have more 
cars, 

4. Freight car must not he used for purposes of storage 

Railroads do not build cars to be used for storage purposes, nor are they ex 
pected to, and yet, there appear to be some users of transportation who assume 
the freight car to be a sort of a storehouse on wheels to be held static in the 
service of the user for as long a time as may suit his pleasure or convenience 
We have tried to break up this practice by penalty demurrage and will either 
raise that demurrage or take other steps to exercise it if it continues. There 
are occasions When the exigencies of the case make it obligatory to hold cars 
under load for periods, but more frequently than otherwise this vicious practice 
is doubtless due to carelessness, thoughtlessness, or lack of proper planning 
experience has taught those of us who have certain regulatory responsibilities 
that the application of a stiff demurrage charge in the form of a penalty for 
excessive Car detention has the desired effect in promoting more prompt release 
of cars. It is not pleasant to be obliged to take this action, but it will he recog 
nized by all, I think, that the end justified the means when the stake concerns 
the sufficiency of transportation capacity to satisfy all demands 
Oo. The shipper must help to blot out loss and damage 

Any loss of efficiency in an item of rail operation which may add to the costs 
of transportation in an amount in excess of $100,000,000 per year is something 
to give all of us grave concern, and should command a degree of attention which 
will force upon all of us definite correction action. This is the bill the ra 
roads have to pay and T would be the last one to belittle their responsibility as 
not being a major one. But the shipper in one way or another must share in 
this responsibility and do his part to correct the evil. Our national resources 
cannot afford such a continued dissipation. 

Major factors in this connection which will effect an improvement are the 
use of proper containers; more careful packaging; and adequate dunnage, bra 
ing, and staying. 1 cannot pose as an expert in this field, but feel confident that 
there is an opportunity for railroad people and their shipper patrons to get 
together in a collective effort and take such action as will measurably reduce 
the bill for loss and damage in the handling of freight and thus favorably affect 
the cost of rail transportation. This, I understand is one of the objectives of 
that commendable project Commonly known as the perfect shipping campaign 
in which both shippers and railroads are cooperating in a most objective manne 
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§. Shippers must place orders only for cars required for immediate use 

All of us, on occasion, like to “play it safe.’ One way those engaged in 
volume shipping sometimes adopt in order to assure protection of their self 

nterest is that of placing orders for cars in a greater number than are 

tually needed for current use, or more than it is physically possible to 

ad, on the basis that they may thereby get their full supply in case a 
shortage exists. This serves no useful purpose and the reaction may be 
harmful to individual interests. Experience teaches that such a_ practice 
eventually like dirty water tinds its own level and in the meantime much ill 
feeling and ill will may have been engendered when there should be the ut- 
nost in neighborly cooperation, especially in these days of tension and peril 

Another item in shipper ethics relates to the practice of an industry order- 
ng a full supply of cars, all that are needed for a complete day's loading, 
from each of the serving railroads in case such industry is so located that 

can order cars from more than one carrier. This is an unfair practice and 
tends toward waste and dissipation of car supply which can, should, and will 

stopped, 

The contamination of freight cars must be stopped 

There is frequent loss of car efficiency and heavy resulting Costs caused by 
loading a car suitable for high class freight with a commodity which seriously 
ontaminates the car, The example perhaps most commonly cited is the load 
ng of a car suitable for grain or tlour, or sugar, with green hides. To restore 
a car thus contaminated to its original condition frequently requires rebuilding 
he entire floor which is not only expeusive, but means a great loss of valuable 
car days. 

Railroads have available a complete list of contaminating commodities and 
hold themselves ready to provide equipment for shipment of all traffic offered 
subject to conditions covered by tariff regulations, They are entitled to full 
protection against this type of misuse and consequently costly recondition 
ing of cars. 

N/ ippers should pay cares il attention to the 

modity loading 


Whenever practical to make a selection of cars to be loaded, thought and 
ire should be applied to the choice of that car which is best suited to the 
ommodity be loaded A grain car is not needed for the transportatior 
f brick or tile \ lower-grade car is entirely adequate for the latter pur 
pose, and furthermore, if the grade A car is used for the lower-grade com 
nodity the chances are favorable that the hish-grade cur will become unfit for 
the purpose for which it was intended, and can only be restored to its or 
ondition at the loss of considerable time in valuable cur-days as well as added 
reconditioning costs to the railroad. 


Shippers should cooperate wherever railroads find 6-day week operations 


erpe lient 


Mention was made of the effect of the 5-day week as applied to the handling 
civen cars in yards, stations, and elsewhere, and the question raised as to 
vhether it might not be advantageous to add to costs of Operation sufficiently 


t 


obtain increased use of freight-car equipment 

The shipper and receiver also can do munch to be helpful in lessening the 
mpact of this custom which has been so generally adopted. 

Presumably no one knows precisely what effect the 5-day workweek has 
ipon efficiency in railroad operation, this whether applied to the situation as 
faced by the railroad industry, or the various industries which the railroads 

ay serve. That there is 2 definitely deterrent effect on rail operation is stated 
nd it hus been estimated as creating a loss of efficiency varying from 10 to 
15 percent dependent upon circumstances. The railroad cannot shut down its 

Mluction as of a certain day and hour. It must maintain continuous opera 

It performs a public service Its expense for car and other rentals are 

ant If cars ure to be forced into idleness by the shut-down of industry, 
increase in capital expenditures is needed to provide additional facilities 
vhich would be unnecessary except for this condition which is forced upon 
em. It is hoped that arrangements can be worked out so that industry may 
cooperate with the railroads in the loading and unloading of freight and the 


cceptance of package freight in such a manner as will permit rail operations 


pplied to the use made of freight cars, to continue on the basis of a mi 
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of a 6-day week. It would seem that an effort toward the staggering of empl 
ment in industry as well as by railroads might be helpful toward the ends sough: 
Additional effort of this nature in effecting increased cooperation is needed ji; 
any program necessary to meet the emergencies with which all seem likely to 
be faced. 

10. Cercuitous routing by shippers and receivers should be minimized 

I mentioned earlier the advantages to be gained by the direct routing of 
tratlic. While it may not strike a responsive chord, fairness compels me to 
refer to this subject again as one favorable, toward increased efficiency in c: 
use and railroad operation. Again, may I say that the shipper is entitled 
to forward his traffic via any route carried by duly published tariffs, and the 
railroad officer is justified in soliciting such movement in a manner whic) 
will apparently best serve his proprietary interests But there is a limii 
beyond which it is unreasonable to go in these respects, and the interests of 
all concerned will be better served when care is used in the forwarding 
traffic via those routes which are not unduly circuitous, thus becoming time con- 
suming in transit and wasteful in car utilization. 

In the presentation of the subject which I have chosen for this occasio1 
I have tried to outline some of the more apparent causes of the difficu 
ties inherent in railroad operation as it may relate to the use and handling of 
freight cars. If at times I may have appeared to be somewhat unduly critics! 
of practices contributing to deficiencies or delinquencies of either railroad 
operator, shipper, or receiver of freight, it has been because it has been 
my purpose not to spare either railroad or shipper in making any suggestions 
Which I believe to be constructive, or toward fostering better relationships be- 
tween the parties directly concerned as weil as regulatory bodies. Such pro 
cedure is definitely in the interests of a stronger and more efficient railroad 
machine which everyone will concede is absolutely essential for satisfactorily 
promoting the work in which we are all so vitally interested and which we 
must see brought to a successful conclusion. I sincerely hope my remarks 
may be accepted in the spirit offered. 

In closing may I reiterate the words of the President in his recent economic 
report: “As we prepare ourselves, for the stern task which confronts us 
we must keep in mind five basic principles. These are: (1) All of us must 
plan; (2) all of us must serve; (3) sacrifices must be shared fairly; (4) wi 
must develop all our resources wisely; (5) we must work with our allies 
in a common cause. 

Mr. Goupste1x. I would like to skip around, if I may, in the interest 
of brevity. 

Mr. Knvupson. Sure. 

Mr. Govpstern. Referring to page $55 of your statement, where vou 
talk of DTA having issued only two orders, I would like to read for 
the record a letter which you wrote to Mr. A. H. Gass, chairman of 
the car service division of the Association of American Railroads, 
Washington, D.C., letter dated January 31, 1951. 

Dear Mr. Gass: In view of the widespread interruptions to railroad service, 
brought about by work stoppages at various terminals throughout the countr) 
and which, from reports this morning, are apparently increasing, please instruct 
individual railroads affected by such work stoppages to immediately place em 
bargoes against all traffic which they cannot deliver through such terminals, or 
at such terminals, or which they cannot otherwise dispose of through outstand 
ing King’s Orders 41 and 42, giving such preference as may be possible under 
the circumstances to the movement of identifiable military traffic. 

Now is this an order of DTA, sir? 

The CuarrMan. First, who is the recipient of the letter? 

Mr. Knupson. DTA has issued only two orders. The Interstate 
Commerce Commission has issued a number of them, and I as Com 
missioner in charge of the Bureau of Service, and wearing my other 
hat as DTA Administrator, have looked to the enforcement of those 
orders. 

The CHarrman. Who is the recipient of this letter? 
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Mr. Knvupson. Mr. Gass of the Association of American Railroads, 
who is their functionary helping us through voluntary means getting 
ear service ina fluid and usable condition. 

Mr. Goupstrern. This letter is not an order, then: is that correct ¢ 

Mr. Knvupson. Most of the accomplishments of which we can boast, 
as far as getting cars supplied to the shippers of this country, have 
been brought about by voluntary cooperation. 

Mr. Gotpstern. Let me say this, sir. The letter to Mr. Gass about 
which I am inquiring, and about which T have asked you the question 
as to Whether or not it is an order, was received by the subcommittee 
under a cover sheet which reads as follows: 

Defense Transportation Administration. Attached are copies of orders and 
directives issued by the Defense Transport Administration up to and including 
June 4, 1951. 

Mr. Knupson. Yes. 

Mr. Goipste1n. Also included are copies of service orders issued by 
the Interstate Commerce Commission at the instance or request of the 
Defense Transport Administration. 

Mr. Knupson. Yes, sir. 

Mr. Goupsteixn. Now, having received this under that cover, my 
question is: Is this a directive, an order, or what form does this take 
when Mr. Gass is told to instruct the individual railroads? 

Mr. Kxvupson. It is not an order in the legalistic sense of the word. 
It is an instruction from us to him to get the railroads to do what we 
have asked, and it has an implied threat, if you want to call it that, 
that we will have to take steps to do it under order if it isn’t done 
that way. 

Mr. Gotpsrers. Is it your custom in DTA, is it DTA’s custom to 
ask theAssociation of American Railroads to instruct individual rail- 
roads regarding the placing of embargoes ? 

Mr. Knupson. It is the custom of the Interstate Commerce Com- 
mission to issue embargoes under the statutory law if and when 
necessary. It is the policy of the Defense Transport Administra- 
tion and my personal policy to accomplish the practical results of an 
embargo by voluntary cooperation wherever possible and to ask, as 
we did in this case, Mr. Gass to get the railroads to do what we have 
asked them to do. 

Mr. Goupstrern. To instruct them to do that ? 

Mr. Knupson. Yes. 

Mr. Goupsrri. If the railroads should not abide by these in- 
structions, would they be disobeying the DTA or the Association of 
American Railroads? 

Mr. Knupson. They would be disobeying in spirit what we had 
asked them to do, and we could thereupon, if we chose, issue an 
Interstate Commerce Commission order directing the embargo. 

Mr. Gotpsrerxn. Whose instructions would they be disobeying, those 
of the Association of American Railroads, or would they be disobey- 
ing the DTA? , 

Mr. Kwvupson. The individual railroads with whom Mr. Gass 
corresponded, IT assume, would be disobeying—I don’t assume, they 
would be disobeying his instructions. 

Mr. Goupste1n. So that instead of DTA instructing the railroads, 
the Association of American Railroads does the instructing with 
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regard to embargoes, with regard to the problems of indentifial) 
military traffic. That is done by non-Government agency as di 
tinguished from the Government agency: is that correct ? 

Mr. KNupson. Well, in the set of premises you have describe: 
that is correct. P 

Mr. Goupsrern. The premises we have sir, are in your letter to M 
Crass, 

Mr. Knupson. Yes. 

Mr. Gotpsrrin. That is the only premise we have to work wit! 
Mr. Kwnvuoson, It is not an order. We are trying, Mr. Counsel, 
do just as much of this job as we can without issuing orders. We 
are trying to get the trucking companies and the railroads and thi 
warehouses to do what is right and what is practical without having 
to crack down on them with a Government order, and the car servi: 
division of the AAR has given us a hundred percent cooperation 

that respect. 

Mr. Goupsrerx. When you talk about a hundred percent coopers 
tion, are there other cases where you have asked the Association of 
American Railroads to function as a body which will instruct the ra 
roads as to how they are to operate in other fields 

Mr. Kxvupson. They have what we identify as car-service rules, | 
forget how many of them there are, about 600 or something like that. 
We have read those rules into an Interstate Commerce Commissio: 
order and we have issued the order. It has the force of law. And 
if the railroads do not comply with that order—and T will send you 
a copy. incidentally, for this record, it will be a good thing for you 
to have, if you will perinit—they can be prosecuted in the courts and 
they are answerable under the sanctions that can be invoked by the 
Interstate Commerce Commission.” 

Now Mr. Gass isthe AAR agent that before those service rules were 
eiven the imprimatur of law told the railroads collectively and indi 
vidually what they ought to do. Now these railroads can kick ove: 
the traces as far as AAR is concerned, if they want to. Some of then 
don’t belong tothe AAR. The Bangor & Aroostook, for instance. 

The Crareman. That is what concerned me. They don’t belong to 
the AAR. Nonetheless, Mr. Gass could give instructions to them wit! 
reference to the embargoes and with reference to selectivity of mili 
tary orders. ; 

Mr. Knvpson. No: I don’t think he could go that far. That would 
be something for you to explore with him. 

The Craman. Then the order only applies to members of the 
AAR. What about the others who are not members 7 

Mr. Kxvupson. There are only one or two that are not members. 

The Cuamman. Even so, one or two, that makes no difference. 

Mr. Kwupson. If the Bangor & Aroostook had a congestion on the 
line up there and they wouldn't embargo their line voluntarily, we 
wonld issne an Interstate Commerce Commission order to accom 
plish it. 

Mr. Gionpsrein. You would have to issue an Interstate Commerce 
Commission order to cover the Bangor & Aroostook, so that potatoes 
would be moved around properly, but you wouldn't have to do it for the 
members of the AAR: is that correct ? 


™ See appendix, infra, p. 1037. 
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Mr. Knupson. We wouldn't have to if they complied voli initarily 
with what we were trying to accomplish, and we are trying to carry 
this thing out with as much freedom from Government edict and con 
trol us we possib ly can, Sir. 

Mr. Goupsvers. Well, in terms of freedom from Government con 
trol, then, your feeling is that when the AAR instructs the railroads 
it your request that you really don’t mean to have Government con 
trol, this is merely just a rather soft suggestion that they try and go 
along without worrying about the embargoes 

Mr. Kxupson. It may be soft and it may be kind of hard at times. 

depends on the elreumastane es ent ively, 

Mir. Svevens. Commissioner, is this what this comes down to: That 
vou wrote a letter to the association executive and told him to tell the 
people in his association that if they didn’t do what he suggested to 
them, vou would issue an order. Is that right / 

Mr. Knupson. That is the implication. He knows that is what we 
will do and the railroads know that is what we will do, and I suspect 
that is why in a sense they have complied, some of them. By all 
degrees and odds and most of them have given us 100 percent volun- 
tary cooperation, and we have moved the traffic of this country as it 
has never been moved before in the last 3 or 4 months. 

Mr. Gowpstern. Just to clarify this matter, the import of Mr. 
Stevens’ previous question, this letter contains no words that mean or 
imply that you would issue an order in the event the instructions were 
not complied with. 

Mr. Kwnvupson. That is right, sir. 

_Mr. Stevens. I wonder if you had to issue any orders to re 

ho might have disobeyed these instructions, or whatever the wor 

-_ Knupson. There are a good many spot orders issued ¢ entree ng 
traflie that has to be embargoed, and I would say the answer to your 
question is “yes”; we do have occasionally to issue orders. 

Mr. Srevens. You have issued some orders on this very subject 
about this very letter. Let me rephrase it. This letter asks railroads 
to do certain specific things. Have any of them failed to do what 
Was requested through the medium of this association executive so that 
as to this very matter you have in fact issued some orders? 

Mr. Knvupson. I am not sure whether we have in fact issued some. 
It may be that we had full compli: ince, 

Mr. SILver. We did not issue any orders 1 in connection with this. 
We thought of this as a directive rather than an order. 

Mir. Goipsrern. This is in technical terms a directive of DTA? 

‘iv. Knupson. DTA 

Mr. Stuver. That is the way I construed it at the time it was 
written. 

Mr. Goupstrrn. A directive of DTA addressed to the Association 
of American Railroads. 

Mr. Siuver. Because they hi ave this car-service agreement on file 

with the Commission in which they agree to abide by the rules of the 
dediaaan of the Car Service Division. We issued a directive as a 
matter of convenience to get the word down to the railroads. They 
ill complied and we didn’t have to issue any orders. 

Mr. Gotpsterxn. With respect to your statement that DTA issued 
only two regulations; is it not a fact that you have through the ICC 
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issued orders dealing with the use of refrigerator cars, free time on 
boxcars and freight cars, movement of grain to terminals, control of 
tank cars, with requirements for loading of grain and grain products 
and byproducts, and requirements for loading lumber and lumbe: 
products. Is that a fair statement of the type of orders DTA hu 
not issued but has had the ICC issue for it? Is that correct ‘ 

Mr. Knupsow. Yes, though the ICC would probably have issued 
many of those in its own right. 

Mr. Goupsrern. But these orders are related specifically to th: 
problems of the mobilization program insofar as they re late to thi 
transport industry ? 

Mr. Knupson. They are designed to overcome this terrific car shor 
age we have, which affects the destiny of every one of us. We hay 
tried to get a better use of the existing fleet of cars, hry in order te 
do that we have had to issue some Interstate Commerce Commissio! 
orders which are voted upon by the Commission before they a1 
issued. 

The Cuatrman. Weren't those orders of the Interstate Commerc: 
Commission at the instance of the Defense ‘Transport Administra 
tion—— 

Mr. Knupson. Yes: they were. Excuse me. 

The Citamman (continuing). No less important than the directive 
given to Mr. Gass concerning embargoes and selectivity of military 
equipment ? 

Mr. Knupson. Let me put it this wav: That the Bureau of Service 
is still an agency of the Interstate Commerce Commission. The chiet 
of the Bureau is an employee of the Interstate Commerce Commission. 

We have a good number of field offices where we discover the need 
for the issuance of these orders. All of those field offices are staffed 
by employees of the Interstate Commerce Commission. DTA has 1 
field offices. Now frequently shippers will write directly to my 
brethren on the Commission or to the chief of the Bureau of Service 
or to the secretary of the Commission and say, “We can't get cars. 
can’t you do something for us? Won't you issue these orders?” 

Likely as not the reference comes to me because I am commissione! 
in charge of the Bureau of Service from somewhere within the Com 
mission. But more than likely in this set of circumstances the repre 
sentations will have been made by the Military Establishment, by the 
Department of Agriculture, moving wheat to the — for shipme nt 
to India or some other foreign disposition, | vy the General Services 
Administration which needs to get import traflic moved to strategi 
storage points, and so forth; so that these orders have different 
geneses, your honor. They are not all conceived by DTA. They are 
issued largely to meet the day-to-day needs of the shippers of this 
country. 

Mr. Gowpstr1ix. Commissioner Knudson, time is running out. I 
would like to be very brief, if I may. The orders of ICC to which 
I referred before were submitted to us as being issued at the instance 
and the request—the ICC orders were issued at the instance and request 
of DTA; is that not correct / 

Mr. Kwnupson. Several of them actually have been; yes, sir. 

Mr. Gotpstrix. Now, sir, with reference to those orders, section 
701 (b) (2) of the act which sets up the business advisory committees 
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says that they shall be appointed for the purposes of consultation and 
the formulation of rules, regulations, or orders. 

Now my question, sir, is, What industry advisory committees were 
called upon to formulate the rules, regulations, and orders which ICC, 
« nondefense agency, issued at the instance and request of the DTA, 
a defense agency, which admittedly has only one industry advisory 
committee at this time ¢ 

Mr. Kxnupson. Well, the Bureau of Service of the Interstate Com- 
merce Commission for years has made it a practice of keeping in 
close touch with the industries affected by ICC orders. 

Mr. Gowpsrein. Specifically what industry advisory committees 
under the Defense Production Act were consulted with reference to 
orders issued under the Defense Production Act 4 

Mr. KNupson. The only one asked to make recommendations with 
respect to several of these orders, including the heavy loading order 
we have issued, and I think the car service order, was this Shippers 
Advisory Committee that I spoke of in some detail in my statement, 

Mr. Goupsrern. Getting to that Shippers Advisory Committee, sir, 
and your Pittsburgh speech, which you made a part of the record, is 
it not correct that in your Pittsburgh speech Vou suggested a voluntary 
program to be adhered to by the shippers, receivers, and railroads ¢ 

Mr. Knupson. I certainly did, and any designation of that as a 
code in the sense that it has sanction of law or anything legal or any- 
thing involuntary lying behind it is a misapprehension, 

Mr. Goupsrerxn. Now this voluntary program that you speak of 
covers such items as use of freight cars, placing of orders, 6-day work 
week, and the routing of shipments; is that correct / 

Mr. KNupson. That is right. 

Mr. Goupsreixn. Now how could a program, if it is voluntary and 
not a code, be policed ‘ In other words, how could it be subject Lo police 
power in the sense that you talk of policing if it is only a voluntary 
program ‘ 

Mr. Kwupson. Well, it is policed by the shippers themselves in the 
first place. You would be surprised how efficient they are in rooting 
out violating of these requests that I have made for observation. 

Mr. Goupsrein. Particularly you think in terms of regional ad- 
visory boards, which you characterize as being accustomed to riding 
herd on practices of shippers, receivers, and railroads. 

Mr. KwNupson. They are among the number, ves, would be those 
boards. 

Mr. GoupsTein. Section 708 of Defense Production Act states that 
the President is authorized to consult with representatives of industry, 
business, fiance, agriculture, labor, and other groups with a view to 
making of such programs to further the objectives of this Act. It 
woes on te say that the request for such programs and voluntary agree- 
ments should be prefaced by a conference with the Attorney General 
and the chairman of the Federal Trade Commission. 

Now in view of your statement that this is a voluntary program 
and not a legal code, can you tell us whether or not a request was sub- 
mitted to the Attorney General prior to the request of the shippers to 
embark upon this voluntary 10-point program / 

Mr. Knvupson. Well, if you will pardon me, I think you are mis- 
construing what this really is. This was a speech I made. I was invit- 
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ed out to a large group of shippers in Pittsburgh to make a talk. | 
asked my staff to get together some points that should be spoken o/ 
very frankly, and they came up with 20 points that would be worth 
while observing by the carriers and shippers of this country, 10 fo 
each. 

Now it never was intended to be anything more than a request 
made mn the speech, It has hever ripened Into il code, It has no 
police powers lving behind it. It has no sanctions to enforce 3 I 
is not one of these voluntary appar: atuses that you speak of 
cerning which we would have to get the clearance of the Sabor 
General, as far as I could tell. 

Mr. Goupsrers. Now in terms of it being merely a recommendatioy 
ina speech; on April 24, 1951, at 10 o’clock, the Shippers Advisory 
Committee of the DTA met and on the agenda was an item concerning 
the practicability of organizing a car efficiency committee and a ship 
pers advisory board to police the 10 points as apphed to shippers 
and receivers. 

That not only was discussed at that meeting but I also note that 
at a trade association meeting in Chicago, there was further dis 
CUSSION carried on as to this 10-point code, so-called. 

Mr. Kxnuvson. It has been discussed more widely than any spee 
that has been made since Commissioner Eastman’s days. It is posted 
in every freight depot in this country. The Shippers Commerce 
Council have seen that everyone that has anything to do with shipping 
has seen these 10 points. But there are no sanctions wing behind 
therm . any way, shi: ape, or form. 

Mr. Goupsrer. It is a request for 2 voluntary program, is it not? 

Mr. Knupson. I don’t construe it that way. not fully in the sense 
that vou are construing it. 

The Cyaan, Isn't it hkely that that might result in an agree 
ment among shippers, and if it is an agreement. would it not have 
to be referred to the Attorney General and chairman of the Federal 
Tracle Commission ? 

Mr. KNupson. Your Honor, if there were any likelihood of a riper 
ing into agreement or anything of the sort, IT would concede every- 
thing you and counsel are saying. But it had its genesis in a speec! 
with some substance in it. I then asked this committee that came in 
to talk to me, as detailed in the statement I have made. how that was 
affecting the shippers’ community and the carriers” community ancl 
What we might do to give it even greater effect. but there was never 
any intention, nor is there any reason for giving it the identity of, 
sav.an NRA code or something of the sort. 

The CHatmmay. In other words, if it is to be an agreement, vou 
would refer that first to the proper authorities. to wit, the Attorne 
General and the chairman of the Federal Trade Commission ? 

Mr. Kxupsox. I would shudder to think T was putting out codes 
that had any far-sweeping effect without doing that. [I would do 
it. yes. 

Ph sca Crurman. IT am not referring to codes. T am referring to 

oreements. 

— KNupson. Well, it was characterized in your previous hearing 
asacode, That is why I keep using that word. 
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Mr. Gotpsrern. That language came out of your own minutes, did 
it not? The word “code” appears in your own minutes of _— Y4. 

Mr. Knvupson. It was a euphemistic term. It wasn’t used as the 
term was used in NRA days. 

Mr. GoupsTern. Section TOS does not talk of codes. It says act 
or omission to act. If this is a request for an act or omission to act, 
is section TOS reads, then the problem arises, Does not section 7s 
require, first, that before such a ae to act or omit to act is made 
of any segment of industry it should be submitted to the Attorneys 
General first for his approval / 

Mr. STEVENS. That is not a proper construction of the act. It 
savs if the requested action would be in violation of the antitrust 
laws, it would not be exempt unless you get that type of approval. 
Your first question, | suppose, is Whether the cocle vou sugyested would 
ein violation of the antitrust laws. 

Mr. Knupson. 1 want to be very frank with you. [ am 
to make speeches here and there, and this had its genesis 1 
~peech. It was never intended to be anything more. 

Mr. Srevens. You requested that all the railroads do 10 thing 
whatever you call them. 

Mr. Knupson. And the shippers. 

Mr. Srevens. And the shippers: and if each of them did it indi 
vidually, you wouldn't consider that in violation of the antitrust laws. 

Mr. Goupstrein. In other words, the problem of routing shipments 
would not relate to any antitrust proble ms. 

Mr. Srevens. Could I just clarify this? I think there has been a 
misapprehension. If they did individually What vou suggested— I 


am not familiar with the 10 points—I take it it Was vour feeling that 
that individual action would not be in violation of the antitrust laws, 

Mr. Knupson. And I was requesting them to do it individually, 
every single one in the room, and everyone else who could help this 


business out. 

Mr. Srevens. If vour request went so far as to ask them all to ente 
nto some kind of agreement among themselves, if any part of 
fostered that tvpe of agreement, I take it there might be an antitrust 
problem and you would think it would be proper to go through the 
procedures in section TOS. Would that be a fair interpretation / 

Mr. Knupson. Yes, sir: that is a fair interpretation. The other 
fair interpretation is IT have never considered it necessary to clear 
nv speeches with the Attorney General. 

Mr. Srevens. May [ask about this one point which is ambiguous / 
!he important thing is whether vou, by asking for this type of coopera- 
tion, asked for in effect agreements among competitors, and Tam very 
concerned about the use of the term “riding herd.” which I heard 
earher and didn't quite understand in its context. I wonder whether 
vou could explain that term. By asking people to ride herd on some- 
ody might you be asking them to enter into an illegal agreement 

Mr. Knupson. These shippers are vitally concerned with their car 
sup yply. During ODT days they set up shippers committees all around 
the country to go down to the freight yards and see whether the rail- 
roads were letting cars stand idle on the track, see whether thev were 
being cleaned properly, and many of these other things that T have 
mentioned in these practices, which I hoped they would observe, and 
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then they would report their finding to the Interstate Commerce Com- 
mission, and my predecessor, Colonel Johnson, and if there was any 
substance in the evidence that he or the Commission obtained, the 
Commission would say to the railroad offender, “You have got 500 
cars tied up out in your Argentine yards in Kansas City. Why aren’ 
they moving?” 

That is the kind of riding herd I meant. 

Mr. Srevens. May I rephrase it briefly? As I understand what 
you said, there are committees of shippers who sort of check on the 
railroads, and if they find something they think is improper, they 
report to the Commissioner, who then in turn will report to the rail- 
roads. 

Mr. Knvupson. Then in turn could order the railroads to rectify 
their practices. 

Mr. Srevens. The shippers do not invoke any sanctions directly 
against the railroads; is that right ¢ 

Mr. KNupson. The only sanctions they could invoke would be with- 
hold the freight they could otherwise offer the railroads. 

Mr. Stevens. Do they do that ? 

Mr. Knecpson. I suppose there are always competitive forces in 
operation, trucks being what they are nowadays, and water carriers. 

Mr. Govpstrix. Mr. Knudson, to clarify with reference to counsel's 
previous questions, you indicated this was done on an individual basis, 
your requests were individual and did not call for group action. 

I wonder how you can reconcile it with two facts: One, on April 
24 the need for the code-and the code itself were discussed at a meet- 
ing, the listing of participants at the meeting taking up one full page, 
single-space; and then on May 10, 1951, this was to be taken up at 
the National Association of Shippers Advisory Boards meeting in 
Chicago. 

My question, sir, is: Would you construe a request for action and 
a subsequent agreement to act taking place at a meeting as being in- 
dividual action or being action in concert ? 

Mr. Kxvupson. Well, it may have been action in conference, but it 
was designed to give a wider-spread public consciousness or dissemina- 
tion of this speech that L had made and nothing more. 

Mr. GoupsTerx, So that all we are really dealing with is holding a 
meeting on April 24 solely for the purpose of discussing a speech and 
one or two small items, plus a meeting of the trade-association in 
Chicago on May 10 merely for the purpose of discussing a speech and 
not a voluntary program called for in the speech. 

Mr. Knupson. That is precisely correct. The fact that it was put 
on the agenda and some of the language has crept into the papers 
to which you refer is coincidental. 

The Crramman,. In any event, in the future, Commissioner, you are 
going to be very careful to see to it that any agreements or requests 
for agreements of this sort are first submitted to the Attorney General 
and the Chairman of the Federal Trade Commission / 

Mr. Knupson. Well, Mr. Chairman, if I may ask you a question, 
you say “of this sort.” I take it you believe this gives rise to some 
kind of code with a sanction behind it. I don’t quite believe that. 

The Cuamman. It is pretty close to it. It may be that under the 
facts and circumstances, and on the score that the end may justify 
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the means, you are justified in doing exactly what you did. Llow- 
ever, I think that in the future you might revise your thinking on 
this, and where there is a chance of agreement like this even flowing 
in the first instance from a speech of the type that you made, which 
was discussed at various meetings of the industry, you might first at 
least confer with your counsel to see whether or not it rises to, shall 
I say, the dignity of an agreement which should be referred to the 
constituted authorities. 

Mr. Knupson. Mr. Chairman, you are an older and wiser head than 
lfam.and Lagree with that. I will do it. 

The Cuairman. I am older, but I don’t know about 
[am thinking out loud and want to do what you 
vive the best service possible, 

Mr. IXNUDSON. My object Is to get th 
very tight car supply at the time. W 


ars a month, incidentally. It will ta 


ar supply where it should be. In 


this country is going to suffer if he « 
That is the sole object of this whole bi cil / 
Mr. Goupsrer. Just one la vuestion on that. . e shij 


pel 
A 


rd VISOry committee meeting "code, vithout any 
characterization of the word “code.” j as discussed with reference 
to its effect Hpon motor carriers awry I" 

Now this meeting was completly devoid of the representatives of 
the water-carrier industry: Was it not ¢ 

Mr. Kxupson. Is this the shippers’ advisory committee you 
talking ab ut ¢ , 

Mr. Gotosrrern. The April 2+ meeting: that 
Mr. Kxwupson. Well. lL 


don't thin] ere We 
ter carriers per se, burt i ere no represent: 
These were all shippers who send then 
air, by ruck, and otherwise pipel 
wasn’t a carriers’ committee. 

Mr. Stevens. I would like to ask one very In 
ring to the letter to Mr. Gass, I be leve, or from Mr. 
haracterized as a directive, could vou te ll me whe 
of that directive was communicated to the two o1 
vlieh are not members of the association / Do vou 

4 


Mr. Sirver. IT might be able to answer that. 

Mr. Stevens. Yes. 

Mr. SILVER. The cl rective arose out of an interageney COMMITEE ee 
that was set up in the Pentagon, which was chairmanned by the Di 
rector of Military Traffic Service, who was concerned about getting 
the military traflic moving. Of course, it was largely at their request 
that this directive was issued. 

Then, in addition to usIng the AAR for getting it to their me mbers, 
all the installations of the Army and the Air Force and the Navy 
vere alerted so they would bring to the attention of any railroad, 
Whether an AAR member or not, the need for giving priority to mili 
tary trafic where identifiable. 
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Mr. Srevens. In other words, it was left up to the Army to do it; 
when the occasion arose, they would communicate with the—— 

Mr. Stiver. The ICC Service Division. 

The CHatrman. Will you identify yourself for the record, please 

Mr. Stiver. Francis A. Silver, general counsel for DTA. 

The CuatrmMan. Thank you very much, Mr. Commissioner. We ap 
preciate your coming here. 

These mobilization hearings will be adjourned sine die. We may 
resume at the convenience of the members at a later date. 

Again I want to thank you, Commissioner. 

Mr. Knupson. I want to thank you, Mr. Chairman. 

(Whereupon at 12:10 p. m., the subcommittee adjourned sine die.) 
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LYNDONVILLE, Vi., July 2, 1951 
Hon. EMANUEL CELLER, 
Chairman, House Judiciary Committee on Monopoly Power, 
House Office Building, Washington, D.C. 

Dear Mr. CeELLER: In reply to yours of June 22 with enclosures from Mr. 
Fleischman and Herschel Snead. For the purpose of the record it is my desire 
to incorporate the material shown below : 

The following day after my testifying before your committee I filed a formal 
resignation; the motivating reason being that myself and immediate superior 
were so far apart regarding the testimony to be given that it appeared we could 
not work in harmony: our viewpoints were so widely separated. Our office at the 
time was laboring under much pressure from several directions and our patience 
was under great stress. Soon after my subordinates together with two other 
officials of NPA urged me to withdraw the resignation and continue on the job as 
Chief of the Motive Power Unit. 

Within a period of 5 days after filing the resignation, and acting on the requests 
of the above people, I interviewed the Director stating that, since the pressure 
had had then been reduced on all of us, and it now appeared to me that we 
should men our differences of opinion and resume our normal functions, The 
Director seemed to approve the suggestion, but said, “Mr. Stone has the resigna- 
tion letter and I will see him.” After waiting 2 days to hear from the Director 
I then met Mr. Stone, the Assistant Administrator, telling him of my talk with 
Mr. Glenn. Mr. Stone refused to allow the letter of resignation to be withdrawn 
At this point one of my subordinates suggested that in order to prevent an 
immediate separation from the service that a 90-day leave be requested of Mr. 
Snead before the effective date of the resignation. I therefore spoke to him 
about it and he said he would look into the matter. 

Mr. Stone conferred with Glenn and Snead at which time my final disposition 
Was apparently settled. The following day Mr. Snead asked for conference with 
me and the Director, and he proposed the wording of a second resignation form 
worded by him on a separate sheet of paper. The reason for Mr. Stone’s refusal 
to reconsider the withdrawal of the resignation is stil! unknown to me. Our 
relations were indeed cordial and cooperative during the period he was in 
charge of the Division. 

[am prepnred to make the above statement under oath. 

I desire also to add to the record that in my attempt to give to the committee 
a faithful account of my work led to reprisals that made it difficult to work under. 
In over 40 years’ experience wih large corporations and as consultant for 
Government, corporations, etc., I have performed duties as I did when employed 
by our Government, and never before have such conditions as obtained here been 
experienced. 

In my capacity as a soldier IT took an oath many times to support and defend 
this country and to perform the duties entered upon with fidelity. On March 8, 
1951, I took the oath as a public servant, and since I am now disposed from 
that service, after a faithful discharge of the duties I swore to perform, lends 
irony to the whole affair. 

In conclusion it is my desire to acquaint the committee with the damage 
resulting to me both from the standpoint of a civil servant as well as the 
spectral shadow such experiences will Cast over my career as a consulting 
engineer. 

Very respectfully, 
W. G. Kiar, 
Colonel, Corps of Engineers, USAR Retired. 


RAI 
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DEPARTMENT OF COMMERCE, 
NATIONAI PRODUCTION Atl PHORITY, 
Washington 25, June 16, 1951 
Ilon. EMANUEL CELLER, 
Chainnan, Committce on the Judiciary, 
House of Representatives, Washington, D.C. 


CONORESSMAN CeL_nrr: Following the hearings conducted by the Subcon 
mittee on Study of Monopoly Power, you wrote to me in reference to 


t au statemen 
attributed to Mr. Horace B. MeCoy which appeared in the Washington Evenin: 
Star of Friday, May 25. 


I believe that the information which you requested has been furnished 


t 
l 


has 
hy tl 
agency to the committee’s general counsel, but to complete the record, Mr. MeCoy’ 
statement was issued on Thursday evening, May 24. Mr. McCoy is an Assistant 

of this agency. I was away from Washington that dayl, and 

ur question as to whether his statement was approved in ad 
| It should be pointed out, however, that it w 
an Assistant Administrator to make pul 
add also that | have the utmost confidence 

: he highest regard for his ability and 

ted public servant. 
In a telegram to me vou also requested that T report to vou on a statement 1] 
. William G,. ixni i “l from the National Producti Authority une 

"SS I ti: 


Os I believe that s superior, \Ir. Rebert LL. 


i 


cf 
i 
TP jy lan, hus reported 1 ve 


assured tl 
would have had 
ideration., | 
National Produ 
ere Mr. Frat 
Equipme 
inistrative Ass 
ad deseribing what 
ZHation, 
it the informatio 
nstructive assistal 


1) 


r ct Hires, l Welco 
ussure you of my 
way. In this connection, I tl 
| ail the records of this agence) ! ail of the committ 
> that policy will continue to be in force ie Lam the Administrat 


ational Production Authority. 


1@ investigation Ll have made as to what occurred with respect to the assistan 


} 


comotive builders have been granted he Wvineed me that there was 
medoing or discrimination on the part of my associates. On the other ha 
uy experience in the War Production Board reminds me that in new 
‘aced with enormous tasks many mistakes will occur, and that 
Lily struggle to establish sound and workable administrative practices. 
Since my earliest association with the Government more than 10 vears 
have been concerned with the problems of fairness to all within the same class 
nder emergency programs. The committee hearings made it plain to me, and to 
associates, that we should establish striet procedures to guard against an 
danger of favoritism. Accordingly, I have issued a General Program Order No. 11 
incorporating these new safeguards. I enclose a copy as of interest to the com 
inittee with my assurance that I appreciate the constructive service that has been 
rendered to this agency, 
Sincerely yours, 


MANLY FLEISCHMANN, 1dministrator. 
GENERAL PROGRAM ORDER NO. 11 
SpecraL or “Spor” Prroriry AcTIONS 


Nection 1. Purpose - 
1 The purpose of this order ix to provide a proce dure for giving spect i] or 
“spot” ASSIStanrce t] rouch priority actions under NPA orders and regulations 
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Section 2. Requests for Priority Action. 

1 <All requests for spot priority action will first be referred for review and 
recommendation to the division or office having jurisdiction over the industry o1 
activity for which the material or product is needed. This is the Division of 
first referenc. 

v2 The request will then be referred to the Industry Division or Divisions 
having responsibility for the production of the items for which priority assistance 
is being reqiested for their review and recommendation as to the appropriate 
netion to be taken. These are the Divisions of second reference. 

o3 The request, together with the findings and recommendations of the 
Divisions of iirst and second reference, will then be referred to the Priorit 
and Directives Division in the Policy Coordination Bureau. If all Divisions 
concur in the action to be taken, the Priorities and Directive Division will ner 


mally take the action recommended. 
4 If the Divisions do not concur in the action to be taken, the Priorities and 
Directives Division shall review the recommendations and try to resolve the 
differences. If no agreed resolution is reached, the Director of the Priorities 
} 


nd Directives Division shall present the issues to the Assistant lministratoi 


il 
* Policy Coordination for 

It the Divisions cor rin the action te 

ities and Directives iVisic believes th 


ene l pohiey, he shall resolve the case w 


witl 


unable to do so, refer it to the Assistant Administrat 
resolution and decision. 
Section 3. Re qucsts fron Other Gorernment 

QOL Requests for spot pricvrity action orig nati 
cies, Such as the Munitions Board, Atomic Energy Commission, Department of 
Agriculture, et cetera, shall be initially referred to the Priorities and Directives 
Division in the Policy Coordination Bureau The Priorities and Directives 
Division will be responsible for routing the request to the appropriate vA 


Divisions and will take action in accordance with Section 2 above 


Memorand in “| n erschel M. Snead. 
Subject: Wesignation of William G. Knight. 

Before attending congressional hearings on May 21, Mr 
submitted to Mr. Robert Glenn letter dated May 21, 1851 
he stated be was prepared to sul t his formal resicnatio! 

On May 23, Mr. Knight ve arily submitted to MM 
For D2 cexhibit B), resig 1) re his Position elle 
Was given to Mr, Stone by Mr. Glenn, and it stuyed 
June 4, 1051 

Qn tune 4, Mr. Kn 
him if he could amend his i 

Ir. Stone advised Mr. Knight to take this m: : 
M Robert Glenn Mr. kK ght then discussed 1 nit I ith 3 : , ana 
Mr. Glenn advised him that he would take the matt up with Mr. Stone. Mr 
Knight ame to my desk and asked me if he could have is resignation 

it to request ™) days’ leave without pay prior to 
resignatior I told him that I had never seen his 
gui » locate it and would discuss his request with 
Messrs. Gienn and old me that he had an offer of a position from 
ECA and that he would like to prevent a break in service by going on 90 days’ 
leave without pay, Was sure his transfer would be approved by that time 
und, if not, then his resignation would be effective at the expiration of the leave 
Without pay. I toid Mr. Knight that I would present his request and would 
advise him later 

Messrs. Stone, Glenn, and I got together Monday afternoon, June 4, to discuss 
Mr. Knight's request. It was agreed that Mr. Knight's request should be granted, 
and Mr. Stone instrneted Mr. Glenn and me to advise Mr. Knight Mr. Glenn 
ind I met with Mr. Knight at 3 p.m. Tuesday, June 5, and advised him that his 
request could be granted. Mr. Knight asked me to prepare for him a Standard 
Form 52 setting torth his request and he would then sign it. I told Mr. Knight 
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that I could not do that because his resignation was voluntary and that I could 
not write it for him. He then asked me what the proper wording would be to 
amend his original resignation to accomplish his request for 90 days’ leave 
without pay. I told him verbally that he might say something like this: “Leave 
without pay requested for 90 days, starting at the termination of my accrued 
annual leave, with resignation becoming effective September 15, 1951." Mr. 
Knight said: “Mr. Snead, I can’t remember all of that; so would you mind just 
writing it down for me.” There was a yellow-lined writing pad lying on Mr 
Glenn's desk; so I picked it up and wrote on it longhand in my own handwriting 
the statement above which had been verbally made to Mr. Knight. Mr. Knight 
then tore the sheet off of the pad and very graciously thanked Mr. Glenn and me 
for what we had done, and then he left Mr. Glenn’s office. 

On Thursday morning, June 7, around 10 a, m., Standard Form 52 (exhibit C) 
was handed to my secretary with building pass previously issued to Mr. Knight, 
with the statement that this was all the Government property he had. Because 
of pressure of work, this laid on my desk until Friday morning, June 8, at which 
time I had the front of the form prepared as my request to the personnel office 
for action on Mr. Knight’s request. I then advised Mr. Stone that I had Mr 
Knight's resignation, effective September 15, 1951, after expiration of 90 days’ 
leave without pay. 

Exhibit D is message Mr. Knight left with Mr. Glenn’s secretary Friday 
afternoon, June 8. 

Exhibit E is letter dated March 14, 1951, from Mr. Knight to employees of 
the Motive Power Unit: letter dated June 6, 1951, from Mr. Knight to Congress 
man Celler; and letter dated June 8, 1951, from Mr. Knight to employees of 
the Motive Power Unit. 


I have read the above statement by Mr. Snead, and these are the facts as 
observed by me. 
RoBertT GLENN. 
ExHIsit A 
DEPARTMENT OF (‘OMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, May 21, 1951. 
Mr. R. L. GLENN, 
Director, Railroad Equipment Division, National Production Authority. 
Dear Mr. GLENN: How much time do you want to replace me in my present 
capacity as head of the Locomotive Unit? 
I am prepared to place a formal resignation, after receiving the above infor 
mation. 
Sincerely yours, 
W. G. Knicut, 
Chief, Motive Power Unit, Locomotive Section, Railroad Equipment Division. 
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Exutnit B 





— Yo 
| STaxoano Fors 52 U.S. DEPARTMENT OF COMMERCE | pogrne 
oa “ 


© S Ove SERVICE COMMISION 
Se CONTROL 


~"" REQUEST FOR PERSONNEL ACTION =—— 


REQUESTING OFFICE: Fill in items 1 through 12 and A through D except 6B and 7 unless otherwise instructed. 
If applicable, obtain resignation and fill in separation data on reverse. | 

: . | 8 REQUEST WO 

| 


Willian Georze Knic it (12/23/1884 | 


amr 
eae 





' 
| 
| 
| 


L MAME (Mr —Mise—Mrs.—One given name, initials), and surname) | 2 OATE OF BIRTH | 4 DATE OF REQUEST 
« 
|5/23/5. | 
§ NATURE OF ACTION REQUESTED © ervective bate > CL ON OnE 
A PERSONNEL (Specify whether appointment, promotion, separation, ete) A PROPOSED: LEGAL AUTHOR 
Y 


Resignation 6/10/51 


& POSITION (Specify whether establish, change grade or title, etc ) 








B. APPROVED 


} 
| 


a ~ | & POSITION TITLE AnD 
numer 





FROe— 
Chief, Motive Power Unit,NPA 
& SERVICE, GRADE, AND 
SaLary 
New GAO Bldg, Sth & F Sts, 
OESIGMATIONS 
Weshinzton, D. C. NPA 
| 11 HEADQUARTERS 


Washington | 
I ] reo f x ] nnteniienentient 2 __| 12 FIELD OR DEPARTMENTAL | | oo ] reo Ae, | oi 1 ertanstmentannl sa 


| A REMARKS (Use reverse if necessary) 
I resign for the following reeeon; Persone] reason-to enter private business at 
an increase in salary or suitable location. My last working day will be June 10, 


1951. 
Signed_s/ Willian George Knight 


a ‘D. REQUEST APPROVED BY 


| 





\ —__—— —— 
& REQUESTED BY (Name and title) 

- — oo 7 GignetesOt nee 

C FOR ADDITIONAL INFORMATION CALL Name and telephone estension) 

Title 





4 POSITION CL 


- 17 APPROPRIAT 1g It ToC 5 9 DATE F ANPOF 
SEX |RACE TIRE ME C ENT AF Ay 
FROM YES —-WO) | (ACCESSIONS ONLY 


To 


2}. STANDARD FORM 50 REMARKS 





2 CLEARANCES —~S 
a -_ 

8 CEL OR POS CONT ROL | 
C CLASSIFICATION 


D PLACEMENT OR EMPL. } 





APPROVED BY 
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Exutsit C 


Ba 2 ¢ 
a U. S. DEPARTMENT OF COMMERCE 


0. © Cva SERVICE COMMISSION 
FEDERAL PLRSCUNEL 


ROUTING 
or) 
CONTROL 


REQUEST FOR PERSONNEL ACTION “i 
REQUESTING OFFICE: Fill in items 1 through 12 and A through D except 6B and 7 unless otherwise instructed : 


If applicable, obtain resignation and fill in separation data on reverse. 
1 MAME (Mer Mise —Mrs.—One given name, in:tial(s), and surname) 2 DATE OF BIRTH 2 REQUEST WO. 4@ DATE OF REQUEST 
Mr. Willian Gecrge Knight | 6/7/51 


& NATURE OF ACTION REQUESTED 
A PEMOMMEL (Specify whether appointment, peor 


| 
| 





& EFFECTIVE DATE i7cSe 
A PROPOSED |} LEGALA 
| iy 
5 cot 
B POSITION (Specify whether establish, chan de or tith at i 7 9/15/51 
| 8B APPROVED 


— ~ pam ey | & POSITION TITLE AND 
c ty Indus try 1 t NUMBER 


L768 & SERVICE, GRADE, AND 
SALART 





GS-1! 1251 $8300 
| 1 ORGANIZATIONAL 


National Production Authority | — otsicnarions 
Indust. & Agricul. Reuip. Bur. | 
Railroad Tquipment Division | 11. HEADQUARTERS 
Wagningtoa, v. C. | 


] Fieuo [x | dtrantmenrat | 12 FIELD OR DEPARTMENTAL ] vo H | DEPARTMENTAL 


A BEMARKS (Use reverse if necessary) 


Resignation effective cob 9/15/51 - Last day of active iuty 6/8/51 
ox LWOP for balance of tine. 


; — RL —— - — ae _ 
& REQUESTED BY (Name and title O. REQUEST APPROVED BY 


Robert. Glenn eS nature: 8f Herechel '\. Snead _ 


C. FOR ADDITIONAL INFORMATION CALL (Name and telephone extension) 


2 5136 Title Pxecutive Officer 








139111 009792351 
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Ex urerr C—Continued 








RESIGN FOR THE FOLLOWING REASON 


[ 23. RESIGNATION 
| 


Leave vitheut pay requested fcr 90 days effective at termination of accrued anmal 
leave. Resignation to become effective at close of business September 15, 1951. 


MY LAST WORKING DAY wit BE diane 8B, 195] _ — aigned-¥ill-an veatge Se 
GNAT URE 








24. SEPARATION DATA 





RWARD COMMUNICATIONS, INCLUDING SALARY CHECKS AND BONDS, TO THE FOLLOWING ADDRE 


22 Perk Avems.;. lyudenville, Vermant 





REMARKS (Continued) 


Prefer to io Meahenical Engineering work in the field rather than confined te 
office vork om specifieatiens ani sereening of materials us§d on Engineering 
Projects. 
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Exuinir D 
JUNE 8, 1951. 
Mr. GLENN : Colonel Knight left this message for you: 
“Goodbye and good luck, and I’m sorry about a lot of things.” , 
REE. 


Exutsir Ek 
JUNE 8, 1951 
To My ASSOCIATES AND CO-WORKERS : 

Today marks the end of my service here in the National Production Authority 
therefore a word of appreciation for your helpful and cooperative assistance 
is in order. 

Friendships acquired while on some duty are often the strongest in that one 
feels an interest for the Common good of one’s fellow workers. As our pathways 
now diverge in different directions, I shall always cherish the loyal fellowship 
and good feeling we have had toward one another. This fellowship and friendly 
cooperation has made an indelible mark on my heart. I shall never forget or 
association nor your willingness to help me in the performance of my duties 

As to the future, it is my earnest request that you give to our Director, and 
Administrator, the same support you have given me in the past. When you do 
you will be performing a faithful and patriotic duty. Keep constantly in mind 
that honest and faithful service always triumphs in the long run. 

With all good wishes to each and all of you, Tam 

Sincerely yours, 
Col. WILLIAM G. Knieu! 


JUNE 6, 1951. 
(Noted: Received 4:45 p. m., 6/8/51.) 
Hon. EMANUEL CELLER, 
Chairman, House Judiciary Subcommittee, 
House Office Building, Washington 25, D.C. 

DrEAR CONGRESSMAN CELLER: On June 8 1951, I shall complete my work us 
Chief of the Motive Power Unit, Railroad Equipment Division of the National 
Production Authority. My experience as a public servant was short but never 
theless interesting. 

By the way of retrospection, the recent investigation did two things for me 
Positively, it made me more conscious of the problem our Congress has to main 
tain the birthright of our country—freedom. This freedom embraces freedom 
of speech, the preservation of our free-enterprise system, and other basic prin 
ciples, required by our free people. On the negative side, T lost the opportunity 
to become Assistant Director of the Division, a position which had previously 
been promised me. Again, I lost some friendships which were reluctantly given 
up by me. 

As I make my departure, I wish to assure the committee there is no spirit of 
rancor, but on the contrary, a spirit of good will. 

A parting word to my staff is indicated on the attached copy of my final word 
to them, there is also a statement of policy dated Mareh 14, 1951, 

I want to thank you and the committee for the courtesies shown me during the 
hearing and express the hope that your labors will be crowned with success. 

Yours truly, 
Col. WittiAM G, KNnienr, 
Chief, Motive Power Unit, Railroad Equipment Division 


DEPARTMENT OF COMMERCE, 
NATIONAL PRopUCTION AUTHORITY, 
Washington 25, D. C., March 14, 1951 
A statement of poliey: 
To those associated with me in the Motive Power Division: 
On March 8, IT was sworn in as a regular civil servant, thus ending a period of 
over a month doing my job unofficially. 
Having had many years of experience both as a member of office personnel and 
later as the department head. I have some ideas which I desire to leave with 
you, or you may term things I like to see in an office. 
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It must be understood that not one of you work for me. On the contrary, you 
work with me. Your service will not only be highly necessary but much appre- 
ciated by me. 

Let us work in the spirit of harmony. We are or should be, one happy family, 
with all the problems of a family. Let us help each other and show sympathetic 
understanding, one to another. Remember 97 out of every 100 people are honest 
and willing to do right. Our relations with other sections within this agency 
should be most pleasant and cooperative. If we have that as a policy, we surely 
will receive the same treatment from them. Remember where there is strife, 
there is always inefficiency. 

Our attitude toward those who come for help. Remember we are public 
servants and as such, we should show every courtesy to those who call. Deo not 
let any person stand at the door without receiving prompt attention, direct him 
to the proper section, or if he wants a conference with any of us, just say, “I will 
tell him you are here.” 

Keep the top of desks clear when you go home. Reserve the left lower drawer 
for the papers or other space for that purpose, nothing bespeaks efficiency like 
Cleanliness and order. 

Don't read newspapers or mugazines during working hours. It looks bad to 
visitors and establishes a bad habit in you. Do it when off duty. 

If you are sick, please call up if you possibly can. We will then know how you 
are, and in addition, we can then fill out our daily report for those who may be 
sick. 

I am indeed proud to be one of you. Come to me with your problems, and you 
will receive careful sympathetic treatment. 

Sincerely yours, 
Col. W. G. Kwnionr, 
Chief, Motive Power Branch. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, June 5, 1951. 
Mr. Ek. ERNEST GOLDSTEIN, 
General Counsel, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 

Dean Mr. Gortpstern: In accordance with our telephone conversation this 
morning I am sending you a copy of the statement made by Mr. H. B. MeCoy, 
Assistant Administrator of the National Preduetion Authority. This was fur- 
nished to the press on Thursday evening, May 24. 

Mr. Fleischmann will formally reply to Chairman Celler’s letter of May 28 
in reference to this matter. 

Sincerely yours, 
Georce FE. Ciuirrorn. 
Legislative Lidison. 


Unitrep Srates DePATMENT OF COMMERCE, 
NATIONAL PRopUCTION AUTHORITY, 
Vay 24, 1951. 

In response to inquiries from the press, H. B. McCoy, Assistant Administrator 
of the National Production Authority today made the following statement: 

These are the facts concerning the provision of materials to locomotive 
builders. 

Two things are involved: 

1. Directive action was taken to pull two companies through an emergency 
which was regarded as threatening to shut down their plants. 

2. A request for interim assistance of a program hature was made for several 
companies, but not granted. This assistance was not necessary in view of the 
adoption of an over-all locomotive production program. 

These were two entirely different situations which were met bv different tech- 
niques. Specifically, in the case of electromotive division of General Motors. 
they required different quantities of steel for different parts to meet different 
needs. 

About the first of February, when IT was Assistant Administrator of NPA in 
charge of the Bureau of Industry Operations, several locomotive builders asked 
NPA for assistance in obtaining about 20,000 tons of steel. The requests were 
turned down as unrealistic after investigation disclosed that a large part of the 
yo one asked for were already scheduled in the mills or were in process of 

elivery. 
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Two companies, electromotive division of General Motors Corp. and Baldwin- 
Lima-Hamilton Locomotive Co., however, were facing growing shortages of 
critical materials, the lack of which threatened imminent shut-downs. They 
Subsequently presented ample evidence to support their claims. We issued 
directives to provide the necessary assistance. 

Early in March the Transportation Equipment Division submitted requests 
for special assistance to several locomotive builders. This action was in the 
form of an interim program for the locomotive builders to be supported by 
directive action. 

However, we had already developed a complete program that would provide 
all the scarce materials that could be spared for locomotive production to all the 
companies. We were at that time developing such programs for many essential 
industries, All these programs provided for the use of preference ratings by 
the manufacturers of these essential products. 

When the requests for interim program assistance to the five companies 
reached the Iron and Steel Division from the Transportation Equipment Divi- 
sion, they were approved with the stipulation that preference ratings rather 
than directives be issued. 

The very significant difference here is that directives would have provided the 
immediate assistance necessary in an acute emergency, whereas preference 
ratings would put these orders into chronological sequence with other rated 
orders and provide for scheduling the materials for production in the mills not 
less than 45 days after the orders were received. 

These papers were inexplicably lost. This was noted quickly and duplicate 
papers were prepared. These papers also were approved, again with the stipu- 
lation that DO's instead of directives be issued, since there was no evidence that 
acute emergencies existed. The papers went to the Priorities Division and 
were routed from there to my office for final inspection, since they duplicated the 
over-all locomotive program, previously established. 

The processing of these applications was never completed. 


ECONOMIC STABILIZATION AGENCY 
IRON AND STEEL MILL INDUSTRY 
REQUEST FOR STABILIZATION OF PRICES 


Pursuant to sections 402 and TOS of the Defense Production Act of 1950 (Pub. 
Law 774, Sist Congress) and seetions 401 and 701 of Executive Order 10161 (15 F 
R. 6105), consultations have been had with representatives of the iron and steel 
mill industry who have voluntarily agreed to a program of price stabilization 
in that industry; the Attorney General and the Chairman of the Federal Trade 
Commission have been consulted in this matter and the approval of the Attorney 
General has been obtained. The Economic Stabilization Administrator hereby 
finds that the establishment of such program will be in the public interest as 
contribnting to the national defense. Accordingly, the following request for 
the establishment of such program is hereby issued and published : 

The Economie Stabilization Administrator and the Director of Price Stabiliza- 
tion hereby reqnest that, until further notice from the Economie Stabilization 
Agency and while the Defense Production Act of 1950 is in effect, the members 
of the iron and steel mill industry make no increase in the price of the following 
materials over the price in effect on Jannary 15, 1951, without first giving notice 
to the Economic Stabilization Agency twenty days in advance of the effective 
date of such inerease: 

1. The following carbon, sthinless and other alloy steel products: 

Ingots, blooms, billets, slab tube rounds, die blocks, sheet and tin bars. 

Structural shapes and piling. 

Plates (universal and sheared) including skelp. 

Rails and truck aecessories. 

Hot rolled bars—except concrete reinforeing bars but including forged, gal- 
vanized, and wrought iron bars. 

Concrete reinforcing bars (unfabricated). 

Cold finished bars. 

Sheet and strip, hot rolled. 

Sheet and strip. cold reduced, 





STUDY OF MONOPOLY POWER 


Tin mill black plates, tin plate and terne plate. 

Sheets and strip, all other. 

Welded tubing. 

Seamless tubing. 

‘Tool steel, including drill rod. 

Wire rope and strand. 

2 The following carbon and alloy steel products: Standard and line pipe, 
water well tubular products, and couplings (includes steel and wrought iron 
pipe) : 

Oil country casing, tubing, drill pipe, and couplings. 

Galvanized, lead coated, or painted sheet and strip (including galvanized flat 
sheets purchased for the manufacture of roofing and siding) formed roofing and 
siding (painted, black, galvanized, or lead coated) valley, ridge roll, and flashing, 
prime scheduled rolling only. 

Nails (cut and wire), fence and netting staples. 

Wire drawn. 

Wire bale ties. 

Wire (barbed and twisted) and wire fence (woven or welded ) 

Wire netting. 

Fence posts. 

Welded wire concrete reinforcing mesh. 


The price in effect means the highest price for the satu uterial sold by the 
selling mill during the period of one month immediately preceding January 15 
1951, or, if the material wes not seld during that period, then the last price at 
which the mnaterial was offered for le dnring that period. 

In determining the price in effect, the selling mill is requested not to change its 
eustomary business practices (such as price differentials for different classes of! 
purchasers, Customary allowances, terms and eonditions of sale, and other settled 


business practices) in such a way as to increase the net return to the selling 


mill. 
ALAN VANENTINE, 
Economic Stabilization Administrator. 
Micuaet V. DiSae, 
Director of Price Stabilization 


[I*. R. Doe. 51-1135; Filed, Jan. 19, 1951: 11:39 a. m.} 
DEFENSE PRODUCTION ADMINISTRATION 


REQUESTS To PARTICIPATE IN THE VOLUNTARY PLAN To CoNnrRInUTE TANKER 
CAPACITY 


Pursuant to section 70S of the Defense Production Act of 1950 (Public Law 774 
Sist Congress) the request set rth below to participate in the voluntary plar 
entitled “Voluntary Plan Under Public Law 774, Stst Congress, for the Con 
tribution of Tanker Cupacity for National Defense Requirements” dated January 
18, 1951, was approved by the Attorney General after consultation between the 
Secretary of Commerce, the Attorney General, and the Chairman of the Federa 
Trade Commission and was transmitted to the companies listed helow. 

The voluntary plan, also set forth below, has been appreved by the Secretar 
of Commerce and found to be in the public interest as contributing to the national 
defense. 


CONTENTS OF REQUEST 


This will confirm telegraphic request of this date for your participation in the 
Voluntary Plain dated January 18, 1951, for the Contribution of Tanker Capacity 
for National Defense Requirements: 

“Hereby request your participation in voluntary defense tanker plan dated 
January 18, 1951. This request approved by the Attorney General pursuant to 
the Defense Production Act. Please wire acceptance directly to Maritime Ad- 
ministration, Washington, D. C.” 

As you know, this Voluntary Plan, a copy of which is enclosed, was the subject 
of a public hearing held at the Department of Commerce on January 18. 1051 
It will be administered by the Maritime Administrator in accordance with the 
provisions of the Plan 

The Attorney General, pursuant to section 708 of Public Law 774, Sist Congress. 
has approved this request for your participation in the Plan. Your cooperatic 
is urgently needed in the public interest and for the national defense If you 
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have not already done so, will you please telegraph your formal acceptance of 
this request and the Plan directly to the Maritime Administrator, Department 
of Commerce, Washington, D. C., and confirm by returning the form of written 
acceptance two copies of which are enclosed. 
PrHitie B. FLEMING, 
Acting Secretary of Commerce, 


List oF COMPANIES REQUESTED To PARTICIPATE 
Q 


American Oil Co., 112 East Forty-second Street, New York 17, N. Y. 

American Pacific Steamship Co., 541 South Spring Street, Los Angeles 15, Cali! 

American Trading & Production Corp., 420 Lexington Avenue, New York 17, 
N. Y. 

American Tramp Shipping Development Corp., care Marine Trade Corp., 44 
Whitehall Street, New York, N. Y. 

American Viking Corp., care Sieling & Jarvis, 50 Broadway, New York 4, N. Y 

Asiatic Petroleum Corp., 50 West Fiftieth Street, New York 20, N. Y. 

Atlantic Relining Co., 260 South Broad Street, Philadelphia 2, Pa. 

Bernuth, Lembcke Co., Inc., 420 Lexington Avenue, New York 17, N. Y. 

California Oil Col., % Standard Oil of California, Marine Dept., Standard 
Oil Building, San Francisco 20, Calif. 

Cape Horn Steamship Corp., SO Broad Street, New York 4, N. Y. 

Cities Service Oil Co., 70 Pine Street, New York 5, N. Y. 

Coastal Oil Co., 60 Park Place, Newark 2, N. J. 

Coastwise Bulk Carriers, Inc., 150 Sansome Street, San Francisco 4, Calif. 

Colonial Navigation Co., 17 East Forty-second Street, New York 17, N. Y. 

Colonial Steamship Corp., 80 Broad Street, New York 4, N. Y. 

Continental Oil Co., 10 Rockefeller Plaza, New York 20, N. Y. 

Cuba Distilling Co., 60 East Forty-second Street, New York 17, N. Y. 

Epiphany Tankers Corp., 39 Broadway, New York 6, N. Y. 

Esso Export Corp., 15 West Fifty-first Street, New York 20, N. Y. 

Esso Shipping Co., 30 Rockefeller Plaza, New York 20, N. Y. 

Esso Standard Oil Co., 15 West Fifty-first Street, New York 20, N. Y. 

General Petroleum Corp., Terminal Island, Calif. 

Gulf Oil Corp., Marine Department, 17 Battery Place, New York 4, N. Y. 

Harcourt Steamship Co., Inc., 6830 5th Avenue, New York, N. Y. 

Hess, Inc., State Street, Perth Amboy, N. J. 

Hillcone Steamship Co., Ltd., 311 California Street, San Francisco 4, Calif. 

Keystone Shipping Co., 1000 Walnut Street, Philadelphia 7, Pa. 

Keystone Tankship Corp., 1000 Walnut Street, Philadelphia 7, Pa. 

Chas. Kurs & Co., Inc., 1000 Walnut Street, Philadelphia 7, Pa. 

Mariner Steamship Co., Inc., 15 Exchange Place, Jersey City 2, N. J. 

Metro Petroleum Shipping Co., Inc., 44 Whitehall Street, New York 4, N. Y. 

Metropolitan Petroleum Corp., 220 East Forty-second Street, New York 17, N. Y. 

Moore-McCormack Lines, Inc., 5 Broadway, New York 4, N. Y. 

National Bulk Carriers, Inc., 680 Fifth Avenue, New York 20, N. Y. 

New England Petroleum Corp., 17 Battery Place, New York 4, N. Y. 

North American Shipping & Trading Co., Ine., 52 Broadway, New York 4, N. Y. 

Orion Shipping and Trading Co., Inc., 80 Broad Street, New York 4, N. Y. 

Paco Tankers, Inc., 1000 Walnut Street, Philadelphia 7, Pa. 

Pacifie Tankers, Ine., 52 Broadway, New York 4, N. Y. 

Pan American Petroleum and Transport Co., 122 East Forty-second Street, 
New York 17, N. Y. 

Panoil Transportation Corp., 17 State Street, New York 4, N. Y. 

Paragon Oil Co., Inc., Bridgewater Street, Brooklyn 22, N. Y. 

Patchogue Oil Terminal Corp., 722 Court Street, Brooklyn, N. Y. 

Petroleum Heat and Power Co., 511 Fifth Avenue, New York 20, N. Y. 

Petrol Tankers Industries, Ine., 100 West Tenth Street, Wilmington, Del. 

Polarus Steamship Co., Inec., 50 Broad Street, New York 4, N. Y. 

Publicker Industries, Inc., 1000 Walnut Street, Philadelphia, Pa. 

The Pure Oil Co., 420 Lexington Avenue, New York 17, N. Y. 

Richfield Oil Corp., 555 South Flower Street, Los Angeles 13, Calif. 

Republie Oil Refining Co., 30 Rockefeller Plaza, New York 20, N. Y. 

Royal Petroleum Corp., 420 Lexington Avenue, New York 17, N. Y. 

The Sabine Transportation Co., Ine., Port Arthur, Tex. 

Seaforth Steamship Corp., SO Broad Street, New York 4, N. Y. 

Sea Trade Corp., 44 Whitehall Street, New York 4, N. Y. 
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The Shell Oil Co., 50 West Fiftieth Street, New York 20, N. Y. 

Ships, Inc., care Cities Service Oil Co., 70 Pine Street, New York 5, N. Y. 

Sinclair Refining Co., Marine Dept., T'wenty-eighth Floor, 630 Fifth Avenue, 
New York 20, N. Y. 

Socony Vacuum Oil Co., Inc., 26 Broadway, New York 4, N. Y. 

Standard Oil Co. of California, 225 Bush Street, San Francisco 20, Calif. 

Standard Vacuum Oil Co., 26 Broadway, New York 4, N. Y. 

State Fuel Co., Public Ledger Building, Philadelphia 6, Pa. 

The Sun Oil Co., Marine Department, Philadelphia 8, Pa. 

‘Tanker Sag Harbor Corp., Public Ledger Building, Philadelphia 6, Pa. 

The Texas Co., 135 East Forty-second Street, New York 17, N. Y. 

Tramp Shipping and Oil Transport Corp., 44 Whitehall Street, New York 4, 
N.S 

Tide Water Associated Oil Co., 17 Battery Place, New York 4, N. Y. 

Traders Steamship Corp., SO Broad Street, New York 4, N. Y. 

Trafalgar Steamship, 52 Broadway, New York 4, N. Y. 

Trinidad Corp., 30 Rockefeller Plaza, New York 20, N. Y. 

Union Oil Co. of California, 617 West Seventh Street, Los Angeles 14, Calif. 

United Tanker Corp., Care Sieling and Jarvis, 50 Broadway, New York 4, N. Y. 

U.S. Petroleum Carriers, Ine., 52 Broadway, New York 4, N. Y. 

Ventura Steamship Co., care Simpson Spence & Young, 52 Broadway, New York, 
MN: Z; 

Whale Oil Co., Inc., and Whaler Products Corp., Whale Square, Brooklyn 32, 
ee 

Windsor Navigation Co., care North American Shipping & Trading Co., Inc., 52 
Broadway, New York 4, N. Y. 

World Wide Tankers, Inc 


VOLUNTARY PLAN UNDER PUBLIC LAW 774, SIST CONGRESS FOR THE CONTRIBUTION 
TANKER CAPACITY FOR NATIONAL DEFENSE REQUIREMENTS 


JaNuARY 18, 1951. 

The Secretary of Commerce, pursuant to authority vested in him by Public 
Law 774, Slst Congress, and Executive Order 10161, after consultation with rep- 
resentatives of the tanker industry, and after expression of the views of industry, 
labor, and the public generally at an open public hearing held on January 18, 
1951, has determined that the following plan of voluntary action is practicable 
and is appropriate to the successful carrying out of the policies set forth in 
Public Law 774. 

1. What this Plan does. This Plan sets up the procedure under which the 
owners and charterers of oil tankers (hereinafter called Participants) agree vol- 
untarily to make tankers and tanker space available to the Department of 
Defense and to other Participants at the request of the Maritime Administrator, 
hereinafter referred to as the “Administrator”, and as provided for in the Plan 
The Plan provides for the pro rata contribution of tanker capacity to the Depart- 
ment of Defense, at freight rates and upon charter terms and conditions deter- 
mined by the Administrator, in such a way as to distribute the burden of such 
contributions among all the Participants in the Plan in mathematical proportion 
to each Participant’s “controlled tonnage” as hereinafter defined. 

2. Agreement by participants. Each Participant hereby agrees to contribute, 
pursuant to the provisions of the Plan, tanker capacity as requested by the 
Administrator at such times and in such amounts as the Administrator shall 
determine to be necessary to meet the essential needs of the Department of 
Defense for the transportation of petroleum and petroleum products in bulk by 
SC". 

3. Administration of Plan. The Plan shall be administered by a ‘Tanker 
Requirements Chairman”, hereinafter referred to as the Chairman, who shall 
be a full-time employee of the Maritime Administration. He shall administer 
the Plan with the advice of a “Tanker Requirements Committee”, hereinafter 
referred to as the Committee, appointed by the Administrator from the tanker 
ndustry. The Chairman and the Committee shall assist the Maritime Admin- 
strator in obtaining for the Department of Defense the use of such industry 
fankers as may be required by such Department. The Chairman with the ad 
vice of the Committee shall also apportion the contribution of tanker capacity 
inder the Plan among the Participants hereto, in accordance with the formula 
set forth in Paragraph 4 below, and the Participants agree that they will make 


Vailable such tanker capacity as requested by the Administrator either by 
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charters directly to the Department of Defense, or to other Participants in the 
Plan. 

t. Pro rata contribution. Each Participant hereto agrees to contribute tanker 
capacity under the Plan in the proportion that its “controlled tonnage” bears 
to the total “controlled tonnage” subject to the Plan. 

“Controlled tonnage” shall mean the total annual carrying capacity, ex 
pressed in terms of 30° gravity crude oil, Port Arthur/New York of all tankers 
of over 6,000 tons deadweight capacity which are: 

(a) Owned by a Participant if under U. 8. Flag Registry, PLUS 

(b) On charter or under contract to such Participant for a period of six 
(6) months or more from the effective date of this Plan, regardless of the flag 
of registry, LESS 

(¢) Chartered out or under contract to others for a period of six (6) months 
or more from the effective date of this Plan, PLUS 

(d) Any Foreign Flag tonnage which a Participant may wish to designate a 
“controlled tonnage.” 

The obligations of the various Participants to contribute tanker capacity unde: 
the Plan shall be calculated on a pro rata basis among the Participants by the 
Chairman with the advice of the Committee as soon as possible after the effe: 
tive date of the Plan. Such caleulations shall be revised thereafter at six (6) 
months’ intervals and such revised calculations shall take into account any 
charters for a period of six (6) months or more made by Participants during 
the preceding six (6) months’ period in determining the respective obligations 
for the succeeding six (6) months. 

n. Freight rates under Plan. Charters of vessels made at the request of the 
Maritime Administration, pursuant to the Plan, shall be made at a fair and 
equitable rate and upon charter terms and conditions to be determined by the 
Administrator after consultation with the Committee and the Department of 
Defense, and such rate shall govern in all transactions among the Participants 
in the Plan insofar as operations under the Plan are concerned, 

6. Reports from Participants. Each Participant shall, upon request of the 
Chairman, submit, in such form as may be requested, to the Maritime Admin 
istration reports setting forth information as to “controlled tonnage” necessary 
for the administration of Paragraph 4 of the Plan. 

7. Procedure for and effect of becoming Participant After approval of this 
Plan by the Attorney General and by the Secretary of Commerce, and after re 
quests for compliance with it have been made of tanker owners and charterers 
by the Seeretary of Commerce, any such owner or charterer may become a 
Participant in this Plan by advising the Administrator in writing of its accept 
ance of such request. Such requests for compliance will be effective for the pu 
pose of granting certain immunity from the anti-trust laws and the Pederal 
Trade Commission Act, as provided in section TOS (b) of Public Law T74. onls 
with respect to such tanker owners and charterers as netify the Administrator 
in writing that they will comply with such request. 

S. Effective date and duration. This Plan shall becomne effective upon the date 
of its final approval by the Secretary of Commerce. It shall cease to be effective 
at the termination of Title VIL of Public Law 774, Sist Congress, unless the 
time limitation now specified in section 716 (a) of Public Law 774 is extended 
or otherwise changed by legislative action in a ferm which permits continuation 
of this Plan. However, the Plan may be terminated at any time as may be 
determined by the Secretary of Commerce upon not less than 60 days’ notice by 
letter, telegram, or publication in the Feperar Reeser. 

%. Withdrawal from Plan, Any Participant may withdraw from this Plan 
subject to the fulfillment of obligations incurred under this Plan prior to the 
date such withdrawal becomes effective, by giving not less than GO days’ writ 
ten notice to the Administrator. 

10. Duration of immunities. In the event of termination of this Plan and in 
the event of the withdrawal of any Participant, the immunities referred to in 
Paragraph 7 hereof shall extend to the fulfillment and receipt of obligations after 
the effective date of such termination or withdrawal as the case may be, incurred 
pursuant to this Plan. 

Ll. Administrative erpenses. Any reasonable expenses of administering this 
Plan which are not borne by the Government will be paid by the Participants 
in proportion to their pro rata obligation to contribute tonnage as computed under 
Section 4 of The Plan. 

aa + * 7 
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Pursuant to section 708 of Public Law 774, Sist Congress, and Executive Order 
10161, I hereby find that the above Voluntary Plan is in the publie interest as 
contributing to the national defense, and, after having consulted with the At- 
torney General and the Chairman of the Federal Trade Commission not less than 
10 days before making any request or finding thereunder, and, after having 
obtained the approval of the Attorney General to requests to be made thereunder, 
I hereby approve the above Voluntary Plan under section 70S (a) of said Act. 


[SEAL] Puitie B. FLEMING. 
Acting Secretary of Commerce 


Washington, D. C., January 25, 1951. 
{Sec. 708, Pub. Law 774, Sist Cong. : E. O. 10161, Sept. 9, 1950, 15 F. R. 6105: BLO 
Jan. 3, 1951, 16 F. R. 61) 
W. H. Harrison, 


t\dministrator, Defense Production Administration 
[F. R. Doe. 51-2799; Filed, Feb. 27, 1951; 4:10 p.m 
[DPA Request 1] 


REQUEST TO PARTICIPATE IN THE FORMATION AND ACTIVITIES OF AN ARMY 
ORDNANCE INTEGRATION COMMITTEE ON OprTicaL Fire CoNnrrot 


Pursuant to section TOS of the Defense Production Act of 1950 (Pub. Law 774 
Sist Cong.) the request set forth below to participate in the formation and 
activities of an Army Ordnance Integration Committee on Optical Fire Control 
in accordance with the voluntary plan entitled “Plan and Regulations of Ord 
nance Corps Governing Optical Fire Control Integration Committee” dated Jan 
uary 30, 1951, was approved by the Attorney General after consultation between 
the Administrator of the Defense Production Administration, the Attorney Gen 
eral and the Chairman of the Federal Trade Commission and was transmitted 
to the companies listed below. 

The voluntary plan, also set forth below, has been approved by the Admin- 
istrator of the Defense Production Administration and found to be in the public 
interest as contributing to the national defense. 


CONTENTS OF REQUEST 


You are requested to participate in the formation and activities of an Army 
Ordnance Integration Committee on Optical Fire Control in accordance with the 
voluntary plan submitted by the Secretary of Defense, entitled “Plan and Regu 
lations of Ordnance Corps Governing Optical Fire Control Integration Commit- 
tee”, dated January 30, 1951, a copy of which will be furnished, upon request 
by the Department of the Army, Office of the Under Secretary, Washington 25, 
D. C. 

It is considered that the formation of this committee will integrate optical) fire 
control facilities which will result in the expeditious production of required 
military items. 

The Attorney General has approved this request for your participation pur 
suant to section 708 of the Defense Production Act of 1950 (Pub. Law 774-—sIst 
Cong. 

I also approve the voluntary plan under which this committee is formed and 
find it to be in the public interest as contributing to the national defense. 

Your cooperation in this matter will be appreciated. It is suggested that you 
reply direct to the Department of the Army, Office of the Undersecretary, Was! 
ington 25, D. C., where more detailed information may be obtained, 

Sincerely yours, 
W. H. Harrison, Administrato 


LIST OF COMPANIES REQUESTED TO PARTICIPATE 


Arma Corp., 254 Thirty-sixth Street, Brooklyn 32, N.Y. 
Bausch & Lomb Optical Co., 626 St. Paul Street, Rochester 2 
Chrysler Corp., 341 Massachusetts Avenue, Detroit 31, Mich. 


1 The functions conferred upon the President under Section 708 of the 
Act of 1950 (Pub. Law 774. SIst Cone.) were exercised by the Secretary of 
Executive Order 10161 of September 9, 1951, 15 F. R. 6105, until after 

hove plan, on January 23, 1951, when sch funetions were delegated t 
the Defense Production Administration by Executive Order 10200 of 
16 F. R. 61 


ROSG6] m1 r. 1 
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Eastman Kodak Co., T. R. Building, Rochester 4, N. Y. 

General Motors Corp., Termstedt Manufacturing Division, General Motors 
Building, Detroit, Mich, 

Mergenthaler Linotype Corp., 29 Ryerson Street, Brooklyn 5, N. Y. 

Minneapolis-Honeywell Regulator Co,, 2755 Fourth Avenue South, Minneapolis, 
Minn. 

Otis Elevator Co., 200 Eleventh Avenue, New York 1, N. Y. 


PLAN AND REGULATIONS OF ORDNANCE CORPS GOVERNING OPTICAI FIRE CONTRO 
INTEGRATION COMMITTEI 


JANUARY 30, 1951 

This describes the plan of the Ordnance Corps for the formation, organization 
and functioning and necessity for an Ordnance Integration Committee on Optica 
Fire Control and the operating procedures by which such committee fulfills its 
purpose, 

Authority for Committee. Section TOS of P. L. 774, Sist Congress (Defens: 
Production Act of 1950); approval of request by the Attorney General of the 
United States, dated February 5, 1951; approval of plan and finding by the 
Defense Production Administrator of the Defense Production Administration 
dated February 12, 1951. 


I. General Statement 
A. Reason for Integration Action 


Integration of an Ordnance contractor industry balances the production, with 
the result that the desired production is obtained with a minimum facility 
requirement. The skill, knowledge and “know-how” of the large manufacturer 
are made available without obligation of any kind to the newcomer or the small 
manufacturer, bringing him into full production in the shortest possible time 
There is made available to the Ordnance Corps on short notice complete infor 
mation as to the productive capacity of the industry, its inventory of parts and 
material, and there is made possible rapid changes in production rates to meet 
the requirements of the using service. 


B. Function of Committee 


The general function of this committee will be to provide for the interchange 
between contractors of information regarding production techniques and proc 
esses; to consider and make recommendations with respect to problems of pro 
duction and supply of materials and components ; and to consider and recommend 
measures for the best integration of the facilities of several manufacturers so 
as to attain, in the interest of National Defense, maximum efficiency in the utiliza 
tion of such facilities. It is contemplated, for example, that certain manufac 
turers, because of their greater efficiency or more adequate facilities may serve 
also as suppliers, in whole or in part, of certain parts to other manufacturers 
and the performance of certain operations may be apportioned among selected 
contractors; or that responsibility for the supervision of certain processes or 
supply of certain parts be assigned to certain companies. Generally, the purpose 
will be to make commonly available to each manufacturer, the benefit of the 
production experience and techniques of all manufacturers in the group, and so 
to integrate the facilities of the group as to attain maximum production in the 
shortest possible time. Participation in such programs will be entirely voluntary 
and in furtherance of the objectives of the Defense Production Act of 1950. 


C. Procedure Under Act 


The Ordnance Corps invited members of the optical tire control industry, and 
others, to participate in the drafting of a proposed plan or program of voluntar) 
industry participation. Such exploratory meetings with industry were initiated 
by and under the direction of the Ordnance Corps. 

As a result of such exploratory meetings with the fire control industry, Ord 
nance Corps, independently, has determined the specific activities which should 
be carried out by participating contractors. It has also been determined }) 
Ordnance Corps that the objectives of this program cannot be accomplished 
by ordinary business methods. 
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In accordance with the provisions of Section 70S, Defense Production Act of 
1950, action has been initiated by Ordnance Corps to have Defense Production 
\dministration, after consultation with the Attorney General and the Chairman, 
}ederal Trade Cotmmission, (1) to secure the approval of the Attorney General 
to a request for participation in the proposed activity by industry members 
named herein, and (2) to make a finding that the proposed action is in the public 

terest as contributing to the national defense. 


D. Suspension of Committee Activity 


Phis Committee shall not be continued beyond the expiration date of Title VII 
f the Defense production Act or such earlier date as Ordnance may designate. 
if, prior to the expiration date of Tithe VIL of the Act, the need for further active 
erations of the Conimmittee ceases, the Chairman will notify all interested 
parties, including Defense Production Administration, the Attorney General and 
the Federal Trade Commission to that effeet, indicating whether such commit- 
tee Will be considered in an inactive status. In the event that Ordnance Corps 
deems it necessary to reactivate this committee, notification shall be given to the 
ibove-mentioned parties. 


HT. Purposes To Be Accomplished 


This Committee is formed in the interests of National Defense to integrate 
facilities engaged in the production of non-commercial military fire control items 
so as to: Ineet promptly the current optical fire control requirements of the 
Ordnance Corps military program; alleviate shortage of optical range finders 
and other items of fire control; augment production capacity; and put into 
phase the supply of fire control items necessary to insure production and issue 
of complete fighting tanks. 

The capacity of the United States for manufacture of military fire control 
precision instruments is not large. The Ordnance Corps is having difficulty in 
meeting even the limited requirements of the present partial mobilization. The 
most pressing case of the shortage of fire control production capacity is that of 
the newly designed optical range finder for tanks. Each of the tanks (there 
will be thousands) to come off the production line must, for tull effectiveness, 
especially in the vital first engaging shots, have optical fire control items of 
which the range finder is the most important. Each of these range finders is an 
expensive, complicated, SO-component part, item. The total estimated costs 
of the range finders for the tank program is in excess of fifty million dollars 
In addition, there are tank periscopes, and other sighting equipment which lie in 
the same optical field. Integration action is therefore vital and necessary to 
the National Defense. It is emphasized, too, for a full comprehension of the 
problem, that the number of the optical fire control items, including range 
finders, for all out mobilization will far exceed the number now under 
procurement, 

To even approximate “proper supply and phase in” of these fire control items 
vith other components necessary to the complete fighting tanks, necessitated 
igeressive missionary action on the part of Ordnance Corps to secure companies 
to start the work. Since the optical industry does not have sufficient capacity 
to produce range finders and related requirements, it Was necessary to go outside 
the optical field to secure necessary capacity. The companies other than optical 
concerns selected to participate in this program were chosen for the following 
reasons ! 

a. They have previously (during World War Il) manufactured range finders 
or have made studies for the Ordnance Department which indicate that they 
have the management, engineering, equipment and general background which 
makes them suitable for production in this critical field. 

b. They are already prime contractors with Ordnance in related fields and 
engaged in production of tank or combat vehicle components 

ec. Their proposals to Ordnance were the best from the viewpoint of delivery, 
price, and other factors. 

An Ordnance Fire Control Integration Committee will have the following direct 
advantages to the Government: 


A. Faster and Better Production 


The best Ordnance Engineers estimate that the full production rate of the 
finders now on order can be reached three months sooner if an Integrating 
Committee can begin functioning before the prime contractors begin to sublet 
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contracts and to tool up for making parts. For example, all prime contractors 
could use the same subcontractor for a given part. Integrated action would 
insure better interchangeability of parts. This point has considerable signifi 
cance when it is remembered that there are eighty-odd different optical element 

some consisting of several pieces of optical glass. 


B. Decreased Costs 


Estimates of costs for this complex item vary but the consensus is that 
Optical Fire Control Integration Committee could save the Government amount 
ranging in the millions of dollars. With the Integration Committee, improv: 
methods in one company could be transmitted to the other. The big savings 
will result from avoiding unnecessary duplication of tooling-up. All prime co 
tractors could pool their subcontracting efforts, thereby saving time, money, 
effort, and supervision. That is, the subprocurement problem of the companies 
would be materially lessened if they had the herein requested authority to split 
up the work. Each of the “primes” would have greater assurance of being 
supplied with parts, so each prime could concentrate on engineering good 
assembly lines. Assembly in the case of the range finders is an extremely hard 
operation and must be done in a dehumidified atmosphere. 


Cc, Future Changes 


Should the combat troops require changes in the range finder, the Integratior 
Committee is an ideal ageney for introducing Changes Integration Comimittes 
uction is therefore needed immediately to get the best out of the nation’s limited 
and inadequate total optical productive capacity. 


ITT. Membership and Meetings of Committee 


A, Membership 


This Committee will be formed as follows: 

1. The Chairman is Colonel FE. S. Mathews, Chief, Artillery Branch, Industria? 
Division, Office of Chief of Ordnance (This is the Branch in the Office of Chief 
of Ordnance responsible for procurement and production of fire control). 

2. The Deputy Chairman is Colonel T. A. Weyher. 

3. The Assistant to the Chairman is Mr. Ralph L. Goetzenberger. Minneapolis 
Honeywell (Deputy Chairman of the Fire Control Instrument Division, American 
Ordnance Association ). 

tf. One or more Ordnance officers experienced in military procedure shall be 
appointed by the Deputy Chairman from personnel of the Distriet Office in the 
District in which the Committee is located to work with the Committee, 

5. Each of the following contractors shall be members of the Committee: 

Arma Corp., 254 Thirty-sixth Street, Brooklyn 32, N.Y. 

Rastman Kodak Co., T. R. Building, Rochester, N. : # 

Mergenthaler Linotype Corp., 20 Ryerson Street, Brooklyn 5, N. Y. 

Minneapolis-Honeywell Regulator Co., 2753 Fourth Avenue South, Minneapolis 
Minn. 

Suusch & Lomb Optical Co., 625 St. Paul Street, Rochester 2, N. Y. 

General Motors Corp., Ternstedt Manufacturing Division, General Motors 
Building, Detroit, Mich. 

Otis Elevator Co., 200 Eleventh Avenue, New York 1, N. Y. 

Chrysler Corp., 341 Massachusetts Avenue, Detroit 31, Mich. 

Moreover, each new prime contractor shall become a member of the Committee. 
Termination or cancellation of a contract terminates membership on the Com- 
mission, 

6. One poliey level official and one senior production official from each of the 
prime contractors shall represent the members of the Committee. 

7. The Secretary will be an Ordnance officer designated by the Chairman or 
Deputy Chairman, 

S. Consultants, especially qualified in the field of committee action, may be 

ap point ed to the Committee by the Ordnance Corps acting through the Chairman 

Government employees shall render the necessary clerical assistance to the 
Committee, 


B. Meetings 


Committee meetings shall be called by the Chairman, Deputy Chairman, or 
the Ordnance Officer attached to the Comunittee. The agenda shall be prepared 
by the Chairman or Deputy Chairman. Invitations to attend will include a copy 
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of the agenda of the meeting in order to facilitate proper representation at the 
meeting. 

Bither the Chairman, Deputy Chairman, or Ordnance officer attached to the 
Committee shall preside at all meetings which shall be held at offices assigned 
to or under the control of the Ordnance Corps. The Secretary of the Committee 
shall maintain and keep minutes of Committee meetings. 


IV. Npe cific Activities of the Committee 


A. Furnishing of Data 


The Industry members furnish the Chairman or Deputy Chairman with a list 
if facilities; the rate of production, actual and projected ; an inventory of finished 
parts: an inventory of material on hand, on order and promised delivery, The 
Ordnance Officer attached to the Committee compiles the production data. By 
omparing this data to the requirements of the Ordnance Corps, a production 
schedule can be made by the Ordnance Corps with the assistane of the Assistant 
to the Chairman, and, at this time, production, capacity, material and facilit 
ommitments beyond the requirements of the Ordnance Corps should be relen 
for use on other items. By including the capacity of available subcontractors, it 
will be possible for the Ordnance Corps to allot subcontracting capacity to the 
prime contractors, making possible a further release of facilities for other use, 


Ik. Allotment of Production Schedules 


After correlation of the data the Committee may recommend to the Ordnance 
Corps the allotment of definite production schedules to the prime contractors 
necessary to meet prime requirements. 


©. Changes in Material and Design Including Standardization of Material 


The Committee may consider and recommend desired changes in material and 
design including standardization of material. The Branch of the Ordnance Corps 
having control of the item or items is charged with the maintaining, through their 
engineering personnel, of bills of material, drawings, and specifications, descrip- 
tion of engineering changes, etc. Where a committee desires a change in one of 
the above engineering activities, it may by mutual agreement, be decided that the 

hange will be adopted by all tnembers in order that the Committee maintain 
full interchangeability for all Ordnance requirements. The Committee toust con- 
duct such tests, chemical, metallurgical, or mechanical through usual industry 

Ordnance channels to prove the adequacy of the change. The Committee may 
then submit, through the Committee Ordnance Officer, the recommendation for 
the change, together with full information of the necessity for the change, and 
with all available test data, direct to the Branch engineering personnel for ap- 
proval or rejection. The Ordnance Officer attached to the Committee is charged 
by the Ordnance Corps to see that all members keep their drawings, etc., exactly 

like, and that full interchangeability is always maintained for all Ordnance 
‘equirements. 


D. Interchange of Parts, Material, Skills, Tools, Training Aids, Machines, Ete. 


The Committee will maintain production, performance and control records and 
material inventories. Based on these records the Committee will be in a position 
ty advise the Ordnance Corps of the most economical method of adjusting produe- 
tion to meet requirements and loading schedules. The Ordnance Officer attached 
to the Committee maintains such material control records as are necessary. 

The Committee may consider and recommend to the Ordnance Corps, through 
the Ordnance Officer attached to the Committee, the interchange of parts, material, 
skills, tools, training aids, machines, ete. The transfer of machines or tools or 
other Government property should be made on memorandum receipt and should 
be cleared through the Ordnance District Office or the Contracting Officer, which- 
ever is responsible under the contract as a representative of the Ordnance Corps. 
rhe interchange between industry members may be on an outright sales basis or 
on an exchange basis. 

E. Action to Achieve Uniformity of Parts, Drawings, Dills of Material 

Uniformity of parts and drawings among the contractors manufacturing any 
given end item are prerequisites to the interchangeability of either parts or mate- 
rials. Uniformity in bills of materials is a prerequisite to the interchange of 
material between Committee members. The former is essential; the latter is 
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highly desirable. The attainment of such uniformity where it does not alread: 
exist among the members of an Integration Committee is therefore an important 
function of every Committee. 

(Sec. 708, Pub. Law 774, 81st Cong.: E. O. 10200, Jan. 3, 1951, 16 F. R. 61) 


W. H. Harrison, 
idministrator, Defense Production Administration 


{F. R. Doe, 51-2800; Filed, Feb. 27, 1951; 4:10 p. m.} 


FEDERAL RESERVE SYSTEM 
VoLUNTARY CrepIt RESTRAINT 
REQUEST TO FINANCING INSTITUTIONS 


This “Request” is addressed to all financing institutions in the United States 
including without limitation all individuals, firms, partnerships, corporations 
and other organizations of any kind which are engaged in the business of extend 
ing credit, making loans, or purchasing, discounting, selling, distributing, den 
ing in, or underwriting securities, any and all of such institutions being herei: 
after referred to as “financing institutions”. 

Pursuant to the provisions of section JOS of the Defense Production Act of 150 
(hereinafter called the “act’) and of section 701 of Executive Order No. 10161 
the Board of Governors of the Federal Reserve System has consulted with rep 
resentatives of financing with a view to encouraging the making of voluntary 
agreements and programs to further the objectives of the act. As a result of 
such consultations, such representatives have prepared a “Program for Voluntary 
Credit Restraint’, including as a part thereof a Statement of Principles, the 
entire document being hereinafter referred to as the “Program™. The Progra: 
is set forth below. 

The Board of Governors of the Federal Reserve System hereby approves thy 
Program and finds the Program to be in the public interest as contributing to the 
national defense. Under section 708 of the act and section 701 of the said orde: 
acts or omissions to act pursuant to this Request and the Program which occur 
while said section 70S is in effect and before the withdrawal of this Request © 
of the finding of the Board in the preceding sentence are not construed to be 
within the prohibitions of the antitrust laws or the Federal Trade Commissior 
Act of the United States. 

The Board of Governors of the Federal Reserve System has consulted with 
the Attorney General and with the Chairman of the Federal Trade Commissi 
on and before Febrnary 5, 1951, said date being not less than 10 days before th: 
date of this Request, with regard to the provisions of the Program, the finding 
the Board above mentioned and this Request: and the Attorney General has 
given his approval to the making of this Request 

Every financing institution in the United States is hereby requested by th 
Board of Governors of the Federal Reserve System to act, and to refrain from 

acting, pursuant to and in accordance with the provisions of the Program. The 
national committee which is to be set up pursuant to the provisions of the Pr 
gram, each and every subcommittee set up pursuant to the provisions of the Pri 
gram, and each and every individual who may become a member of said nation 
committee or of any of said subcommittees are hereby requested by the Board o! 
Governors of the Federal Reserve System to act, and to refrain from acting, put 
suant to and in accordance with the provisions of the Program 

By order of the Board of Governors of the Federal Reserve System this 9th day 
of March 1951. 

[SEAL | S. R. CARPENTER, 

Seeretary 
PROGRAM FOR VOLUNTARY CREDIT RESTRAIN 


PREAMBLE 


The task of restraining strong inflationary pressures is one of the most difficu 
and most important in the whole range of economic problems today. 

One part of this task—the restraint of unnecessary credit expansion—presents 
a challenge to the financing institutions throughout the nation. 
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Section TOS of the Defense Production Act of 1950 authorizes the President to 
encourage financing institutions to enter into voluntary agreements and programs 
to restrain credit, which will further the objectives of that act. By executive 
order, the President has delegated to the Board of Governors of the Federal 
Reserve System his authority with respect to financing under this section of the 
act upon the required condition that it consult with the Attorney General and 
with the Chairman of the Federal Trade Commission, and that it obtain the 
approval of the Attorney General before requesting actions under such voluntary 
agreements and programs. 

At the invitation of the Board, and in company with it, representatives of the 
American Bankers Association, the Life Insurance Association of America and 
the Investment Bankers Association of America have been examining the possi 
bilities of this method of credit restraint. 

While it is recognized that the proposed Program is addressed only to one 
limited source of inflationary pressure, the vital importance of this problem to 
the stability of the economy, and the necessity to extend credit only in such 
a Way as to restrain inflationary pressures outside the financing of the defense 
program should be emphasized to all financing institutions. 

It is appropriate to point out that this Program of voluntary credit restraint 
loes not have to do with such factors as inflationary lending by federal agencies, 
unnecessary spending, federal, state or local, and the wage-price spiral and other 
much more seriously contributing factors. These should be vigorously dealt 
with at the proper places. It assumes that the proper goverimental authorities 
will exercise the requisite fiscal and monetary controls 


DEFINITIONS 

As used herein: 

The terms “financing institution” or “financing institutions” means banks, life 
insurance companies, investment bankers engaged in the underwriting, distribu- 
tion, dealing or participating, as agents or otherwise, in the offering, purchase 
or sale of securities, and such other types or groups of financial institutions 
as the Board of Governors of the Federal Reserve System may invite to par- 
ticipate in the Prograin. 

The terms “loan”, “loans”, “lending” and “credit”, in addition to their ordinary 
connotations, mean the supplying of funds through the underwriting and dis 
tribution of securities (either on a firm commitment, agency or “best efforts” 
basis), the making or assisting in the making of direct placements, or otherwise 
participating in the offering or distribution of securities 


STATEMENT OF PRINCIPLES 


Pursuant to the provisions of section TOS (a) of the Defense Production Act 
of 1950, and with the approval of the Board of Governors of the Federal Reserve 
System in accordance with the functions delegated to it by section TOL ta) (2) 
of Executive Order 10161, this Statement of Principles has been drafted to which 
all financing institutions are asked to conform. 

It shall be the purpose of financing institutions to extend credit in such a way 
as to help maintain and increase the strength of the domestic economy through 
the restraint of inflationary tendencies and at the same time to help finance 
the defense program and the essential needs of agriculture, industry and 
commerce, 

Inflation may be defined as a condition in which the effective demand for 
goods and services exceeds the available supply, thus exerting an upward pres- 
sure on prices. 

Any increase in lending at a more rapid rate than production can be increased 
exerts an inflationary influence. Under present conditions of very high employ- 
ment of labor, materials and equipment, the extension of loans to finance in- 
creased output will have an initial inflationary effect ; but loans which ultimately 
result in a Commensurate increase in production of an essential nature are not 
inflationary in the long run whatever their temporary effect may be. It is most 
important, however, that loans for nonessential purposes be curtailed in order 
to release some of the nation’s resources for expansion in more vital areas of 
production. 

Cooperation with this program of credit restraint makes it increasingly neces 
sary tor financing institutions to screen loan applications on the basis of their 
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purpose, in addition to the usual tests of credit worthiness. The criterion for 
sound lending in a period of inflationary danger boils down to the following: 
Does it commensurately increase or maintain production, processing and dis 
tribution of essential goods and services? 

In interpretation of the foregoing, the following types of loans would be 
classified as proper: 

1. Loans for defense production, direct or indirect, including fuel, power, and 
transportation. 

2. Loans for the production, processing and orderly distribution of agricu 
tural and other staple products, including export and import as well as domest 
and of goods and services supplying the essential day-to-day needs of the 
eountry. 

%. Loans to angment working capital where higher wages and prices of ma 
terinIs make such loans necessary to sustain essential production, processing o1 
distribution services. 

$f. Loans to securities dealers in the normal conduct of their business or 
them or others incidental to the flotation and distribution of securities wher: 
the money is being raised for any of the foregoing purposes. 

This Program would not seek to restrict loans guaranteed or insured 
authorized as to purpose by a Government agency, on the theory that they shoul 
he restricted, in accordance with national policy, at the source of guaranty © 
authorization, Financing institutions would not be restricted in honoring pre 
vious commitments. 

The following are types of loans which in general financing institutions shonl 
net make under present conditions, unless modified by the circumstances of the 
particular loan so as not to be inconsistent with the principles of this Program: 

1, Loans to retire or acquire corporate equities in the hands of the public, 
including loans for the acquisition of existing companies or plants where no 
overall increase of production would result. 

2. Loans for speculative investments or purchases. The first test of specula 
tion is whether the purchase is for any purpose other than use or cistributior 
in the normal course of the borrower’s business. The second test is whether 
the amounts involved are disproportionate to the borrower's normal business 
operations.” This would include speculative expansion of real estate holdings 
or plant facilities as well as speculative accumulation of inventories in expecta 
tion of resale instead of use. 

The foregoing principles should be applied in screening as to purpose on all 
loans on securities whether or not covered by Regulation U or T. 

Recognizing that the maximum estimate of the percentage of our 1951 pr 
duction which will be devoted directly or indirectly to national defense is hetwee 
20 percent and 30 percent, a very substantial proportion of the lending of the 
country will be devoted to the financing of the production and growth of ou 
industrial and commercial community. In these circumstances, it is felt that 
each financing institution can help accomplish the objectives outlined above by 
careful screening of each application for credit extension. 

In carrying out such screening, financin’ institutions should not only observe 
the letter of the existing regulations of the Board of Governors of the Federa! 
Reserve System with respect to real estate credit, Consumer credit, security 
loans, ete., but shonid also apply to all their lending the spirit of these and such 
other regulations and guiding principles as the Government may from time t 
time announce in the fight against inflation. 

This Program is necessarily very general in nature. It is a voluntary Pr 
gram to aid in the over-all efforts to restrain inflation. To be helpful, this 
Program must rely on the good will of all financing institutions and the overn 
intention to comply with its spirit. 


PROCEDURE FOR IMPLEMENTING THE PROGRAM 


Pursuant to the provisions of section TOS (b) and (c) of the Defense Pro 
duction Act of 1950, and upon full compliance with the terms and conditions 
thereof: 

1. A “Voluntary Credit Restraint Committee” (hereinafter referred to as 
“the Committee”) will be apointed by the Board of Governors of the Federal 


TLowns additional to those needed for a borrower's normal business may. of course, be 
regarded as proper when they are for the purnose of defense nroduction or otherwise 
form to the types of loans listed as proper in this Statement of Principles 





STUDY OF MONOPOLY POWER QOS 


Reserve System (hereinafter referred to as “the Board”). Members shall be 
appointed for such terms as the Board may prescribe. Initially, the Comunittee 
will consist of twelve members, four representing the life insurance companies, 
four representing the investment bankers, and four representing the banks 
The membership of the Committee may from time to time be expanded as deemed 
advisable or appropriate by the Board to insure adequate representation thereon 
of other types or groups of financing institutions which may participate in the 
Program. In selecting and appointing the members of the Committee, the Board 
shall have due regard to fair representation thereon for small, for medium and 
for large financing institutions, and for different geographical areas. ‘The Com 
nittee will: 

qa) With such assistance from the Board and the Feder 
may be necessary, distribute this statement of the Program, 
menr of Principles, to financing institutions to such exte 
desirable in view of any distribution previously made ; 

(b) Appoint the subcommittees referred to below in 2: 

(c) Meet for the purpose of considering the functioning 
advising the Board with respect thereto, and suggesting for the con 
the Board such changes in the Program, including the Statement of 
nay from time to time appear apropriate. Meetings of the Committe 
be held at the call of an official of the Federal Reserve System, desig: 
the Board; shall be under the chairmanship of such an official; and an 
for such meetings shall be prepared by such an official. Full and complete 
utes of each meeting shall be made by such an official and copies shall be ke} 
in the files of the Board available for pyblic inspection. 

”. Subcommittees may be established for each type of financing institution 
participating in the Program. One of the members of each subcommittee located 
in any city in which there is a Federal Reserve Bank or branch thereof will 
be a Federal Reserve representative designated by the Board of Governors 
of the Federal Reserve System or by such Federal Reserve Bank or branch; and 
such member shall attend each meeting of the subcommittee. For the invest 
ment bankers, the life insurance companies, and the banks there may in each 
case be one or more subcommittees organized. All such subcommittees w 
meet only for the purposes specified in the Program: will maintain records of 
their actions; and will make reports directly to the Committee regarding the 
actions taken by them, including statements of the types of cases considered 
and the nature of the advice given. The subcommittees will be available for con 
sultation with individual financing institutions to assist them in determining 
the application of the Statement of Principles with respect to specific loans 
for which application has been made to such financing institutions. In consult 
ing with a subcommittee, a financing institution shall not be required te dis 

ose the identity of the applicant for any loan. No tinancing institution shall 
be required to consult with any subcommittee with respeet to any loan or loa! 
or any application or applications therefor. Consultation with a subcommittee 
shall be wholly within the individual and independent discretion of a financing 
nstitution. The final decision with respect to making or refusing to Inake any 
particular loan or loans shall likewise remain wholly within the individual and 
independent discretion of each financing institution, whether or not it has con 
sulted with any of the subcommittees 


‘ 


In setting up the subcommittees, the Committee shall have due regard for 
fair representation thereon for small, for medium and for large financing institu 
tions, and for different geographical areas. It shall also inform the Board of 
il subcommittee appointments. 

5. The Committee shall be furnished with such compilations of statistical data 
on extension of credit by financing institutions as may be required to show the 
amounts and direction of credit use and to watch the operation of the Program 
Such statistics shall be compiled by the Board, To assist the Board in mak'ng 
such compilations, data shall be supplied for the investment bankers, jointly by 
the Investment Bankers Associ:tion and the National Association of Securities 
Dealers, and for the life insurance companies, jointly by the Life Insurance 
Association of America and the American Life Convention. Compilations of data 
nade by the Board shall net reveal the identity of individual financing institu 
tions or borrowers. Such compilations shall be kept on tile with the Board and 
shall be available for publie inspection. 

4. Financing institutions participating in the Program will keep records of 
individual loans, as to purpose, in such form as to be available for future analysis 


®. Any change in the Program, including the Statement of Principles, shall be 
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passed upon by the Cominittee and shall be made in accordance with the requir: 
ments of section 708 of the Defense Production Act of 1950. 

All actions pursuant to and under the Program will be automatically term 
nated by all participating financing institutions as of the termination of th: 
authority conferred under section 708 of the Defense Production Act of 1950; © 
upon withdrawal by the Board of its request for action under the Program. |; 
the Committee, after study of the operation of the Program, concludes that it 
no longer necessary or is not making a substantial contribution to the solutic: 
of the problem for which the Program was established, it shall so advise th 
Board. 

[F. R. Doc. 51-3286; Filed, Mar. 9, 1951; 5:04 p. m.] 


DEFENSE PRODUCTION ADMINISTRATION 
[DPA Request 9] 
OMAHA INDUSTRIES, INC., ET AL. 


REQUEST TO RESUME OPERATIONS AS A SMALL BUSINESS ENTERPRISE PRODUCTION 
POOL AND REQUESTS TO CERTAIN COMPANIES TO PARTICIPATE IN THE OPERATIONS 
OF SUCH POOL 


Pursuant to section 708 of the Defense Production Act of 1950 (Pub. Law 774 
Sist Cong.) the request to Omaha Industries, Inc. to resume operations as 4 
small business enterprise production pool and the requests to the companies 
hereinafter listed to participate in the operations of such pool, set forth below, 
were approved by the Attorney General, after consultations between representa- 
tives of the Administrator of the Defense Production Administration, represent: 
tives of the Attorney General, and representatives of the Chairman of the Federa! 
Trade Commission. The voluntary program, in accordance with which the poo! 
shall operate, has been approved by the Administrator of the Defense Production 
Administration and found to be in the public interest as contributing to the 
national defense. 


REQUEST TO OMAHA INDUSTRIES, INC, 


You are requested to resume the operations of the Omaha Industries, Inc., a 
Nebraska non-profit corporation, as a small business enterprise production pow! 
in accordance with the voluntary program as set forth in the papers attach od to 
your letter addressed to the Pooling Section, Office of Small Business, Depart 
ment of Commerce, dated March 31, 1951, and within the limits set forth therei! 

In my opinion, the resumption of operations of your corporation will greatly 
assist in accomplishing our national defense objectives. 

The Attorney General has approved this request after consultations wit! 
respect to this matter between his representatives, representatives of the Chair 
man of the Federal Trade Commission, and my representatives, pursuant to 
section TOS of the Defense Production Act of 1950 (Public Law 774—sIs! 
Congress ). 

I approve the voluntary program and find it to be in the public interest 
contributing to the national defense. 

Your cooperation in this matter will be appreciated. 

Sincerely yours, 
W. H. Harrison, Administrator. 


CONTENTS OF REQUEST TO PARTICIPATING COMPANIES 


You are requested to participate in the operations of the Omaha Industries 
Inc., as a member thereof, which will operate as a small business enterpris¢ 
production pool in accordance with the voluntary program as set forth in the 
papers attached to the letter from Omaha Industries, dnc., dated Mareh 31, 1951 
addressed to the Pooling Section, Office of Small Business, Department of Com 
merce, and within the limits set forth therein. 

In my opinion, your participation in the operations of this corporation as : 
small business enterprise production pool will greatly assist in accomplishing ou! 
national defense objectives. 
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The Attorney General has approved this request after consultations with 
respect to this matter between his representatives, representatives of the Chair- 
man of the Federal Trade Commission, and my representatives, pursuant to 
section 7OS of the Defense Production Act of 1950 (Public Law 774-—-sI1st 
Congress ). 

I approve the voluntary program and find it to be in the public interest as 
contributing to the national defense. 

Your cooperation in this matter will be appreciated 

Sincerely yours, 
W. H. Harrison, Administrator. 


List OF COMPANIES REQUESTED To PARricIPpat! 


Adams & Kelly Co., 1218 Nicholas Street, Omaha, Nebr. 

Alfred Bloom Co., 1502 California Street, Omaha, Nebr. 

American Machine Works, 1212 Jackson Street, Omaha, Nebr. 

Acme Advertising Co., 1301 Dodge Street, Omaha, Nebr. 

American Road Equipment Co., 2319 North Eighteenth Street, Omaha, Nebr. 
Anderson Electric, 2920 Dodge Street, Omaha, Nebr. 

Bradford Kennedy Co., 3514 South Twenty-fifth Street, Omaha, Nebr. 
sarnhart Press, 2566 Farnam Street, Omaha, Nebr. 

E. P. Boyer Lumber Co., Twenty-fourth and Boyd Street, Omaha, Nebr. 
Badger Body Manufacturing Co., 2719 Cuming Street, Omaha, Nebr. 

Beau Brummell Co., 123 South Nineteenth Street, Omaha, Nebr. 

Bjornson Sheet Metal Co., 1407 Davenport Street, Omaha, Nebr. 

Ballantyne Co., 1707 Davenport Street, Omaha, Nebr. 

Central Manufacturing Co., 4924 Poppleton Avenue, Omaha, Nebr. 

Central States Tool & Die Works, 2117 Cuming Street, Omaha, Nebr. 

Carter Sheet Metal Works, Thirteenth and Grace Street, Omaha, Nebr. 
Cook Paint & Varnish Co., 1483 Davenport Street, Omaha, Nebr. 

Continental Farm Equip. Co., Twenty-seventh and Boyd Street, Omaha, Nebr. 
J. P. Cooke Co., 1111 Farnam Street, Omaha, Nebr. 

Crown Products Co., Ralston, Nebr. 

L. G. Doup Co., 1801 Nicholas Street, Omaha, Nebr. 

Drake-Williams-Mount Co., Twenty-third and Hickory Street, Omaha, Nebr. 
Duplex Manufacturing Co., Twenty-first and Locust Street, Omaha, Nebr. 
Disbrow & Co., 1201 Nicholas Street, Omaha, Nebr. 

Eaton Metal Products Corp., Thirteenth and Willis Avenue, Omaha, Nebr. 
Kconomy Welding Service, 1723 Cuming Street, Omaha, Nebr. 

Electronic Development Co., 4420 North Twenty-third Street, Omaha, Nebr. 
Fairbury Windmill Co., Fairbury, Nebr. 

Fremont Foundry Co., Fremont, Nebr. 

G & G Manufacturing Co., 4108 North Twenty-fourth Street, Omaha, Nebr. 
Gate City Steel Works, Eleventh and Seward Street, Omaha, Nebr. 

George I. Elmore Co., 219 South Twenty-ninth Street, Omaha, Nebr. 

Giant Manufacturing Co., Sixth and Twelfth Avenue, Council Bluffs, Iowa. 
General Woodworks, 150 South Thirty-first Street, Omaha, Nebr. 

Hastings Air Conditioning Co., Hastings, Nebr. 

Hughes Brothers, Inc., Seward, Nebr. 

Howard Manufacturing Co., 514 East Broadway, Council Bluffs, Lowa 
Industrial Electrical Works, 1509 Chicago Street, Omaha, Nebr. 

Independent Awning Co., Council Bluffs, Lowa. 

Interstate Machinery & Supply, 1006 Douglas Street, Omaha, Nebr. 
Interstate Printing Co., 1307 Howard Street, Omaha, Nebr. 

Inland Manufacturing Co., 1108 Jackson Street, Omaha, Nebr. 

Jubilee Manufacturing Co., 1929 South Twentieth Street, Omaha, Nebr. 
John Latenser & Sons, 1307 Farnam Street, Omaha, Nebr. 

Kelly Ryan Equipment Co., Blair, Nebr. 

Katelman Foundry, 230 South Eleventh Street, Omaha, Nebr. 

Kavan Furnace & Sheet Metal Works, 1801 Vinton Street. Omaha, Nebr. 
Kimball Bros. Co., 1021 South Ninth Street, Council Bluffs, Lowa. 

Koley Plating Co., 2951 Harney Street, Omaha, Nebr. 
Koutsky-Brennan-Vana Co., 2306 “N” Street, Omaha, Nebr 

J. H. Kaphfer Auto Parts Co., Dennison, Lowa. 

Ko-Z-Aire, Red Oak, Towa. 

Lewis Industrial Manufacturing Co., 1309 Davenport Street, Omaha, Nebr. 
Lincoln Tent & Awning Co., 1616 O Street, Lincoln, Nebr. 
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Lincoln Steel Works, Lincoln, Nebr. 

Miller Knuth Manufacturing Co., 2814 North 20th Street, Omaha, Nebr 

Morton Manufacturing Co., 3222 South 24th St., Omaha, Nebr. 

T. S. McShane Co., 1113 Howard Street, Omaha, Nebr. 

I’. Melchiors & Son Machine Co., 417 South Thirteenth Street, Omaha, Nebr 

Miller Chemical Co., 525 North Fifteenth Street, Omaha, Nebr. 

Modern Equipment Co., 2011 Cuming Street, Omaha, Nebr. 

Morris Register Co., Council Bluffs, Iowa. 

Nagel Manufacturing Co., 2126 Cuming Street, Omaha, Nebr. 

National Construction Co., 1385 South Twentieth Street, Omaha, Nebr. 

Newman Store Planning Service, 4107 South Twenty-fourth Street, Ora! 
Nebr. 

Oehrle & Bergmiun, 1405 Jackson Street, Omaha, Nebr. 

Omaha Cap Manufacturing Co., 201 South Tenth Street, Omaha, Nebr. 

Omaha Bedding & Couch Manufacturing Co., 101 South Tenth Street, Oma} 
Nebr 

Omaha Fixture & Supply Corp., 1100 Douglas Street, Omaha, Nebr. 

Omaha Steel Works, 609 South Forty-Eighth Street, Omaha, Nebr. 

Omaha Semi Steel Foundry, 1911 North Eleventh Street, Omaha, Nebr. 

Omiha Standard Body Corp., Connell Bluffs, Lowa. 

Omaha Parlor Frame Co., 2514 Sahler Street, Omaha, Nebr. 

Olson Bros,, 2651 St. Mary’s Avenue, Omaha, Nebr. 

Porter Trustin Co., 910 South Saddle Creek Road, Omaha, Nebr. 

Peterson Corp., Blair, Nebr. 

’aXxton-Mitchell Co., 2614 Martha Street, Omaha, Nebr. 

Pavton Vierling Iron Works, Fifth Street and Avenue H, Omaha, Nebr. 

Walter C. Roessig Co., 83305 Leavenworth Street, Omaha, Nebr. 

The Refinite Corp., 1025 Harney Street, Omaha, Nebr. 

Reifschneider Paint Co., 918 Dodge Street, Omaha, Nebr. 

J.P. Richter Machine Co., 1810 Cuming Street, Omaha, Nebr. 

Rodger Tent & Awning Co., Fremont, Nebr. 

Scott Manufacturing Co., 1501 Howard Street, Omaha, Nebr. 

Smith-Lockwood Manufacturing Co., 2325 South Thirteenth Street, Omaha 
Nebr. 

The Snow Corp, 5002 North Thirtieth Street, Omaha, Nebr. 

Steril Manufacturing Co., 986 North Twenty-fourth Street, Omaha, Nebr 

Stvlecraft Manufacturing Co., 11283 Howard Street. Omaha, Nebr. 

Schum Tool Co., 4804 North Twenty-second Street, Omaha. Nebr. 

I’. HH. Schley Machine Shop, 1014 South Gth, Council Bluffs, Iowa. 

Searle Petroleum Co., 1025 North Kighteenth Street, Omaha, Nebr. 

Standard Furnace & Supply, 418 South Tenth Street, Omaha, Nebr. 

Standard Tent & Awning Co., 4525 Military Street, Omaha, Nebr. 

Thor Airplane & Engine Co., 1102 South Saddle Creek Road, Omaha, Nebr 

Tip Top Products Co., 1515 Cuming Street, Omaha, Nebr. 

R. H. Thorp Paint Co., 1124 South Thirteenth Street, Onuiaha, Nebr. 

U.S. Awning Co., 4614 Dodce Street, Omaha, Nebr. 

Western Stamp & Stencil Co., 1120 Farnam Street, Omaha, Nebr. 

Woerner Wire Works, Thirtieth and I-vans Street, Omaha, Nebr. 

Weir Body Co,., 4504 Cuming Street, Omaha, Nebr. 

(See. TOS, Pub. Law 774, 81st Cong. ; FE. O. 10200, Jan. 3, 1951, 16 F. R. 61: Letter 
the President to the Director of the Office of Defense Mobilization, dated Apr. 27, 19 
16 F. R. 3691.) 

CHARLES I, WILSON, 
Director, Office of 1 fense Mohilizatior 


[F. R. Doe. 51-5608 ; Filed May 11, 1951; 11: 27 a. m.] 


'The letter from the President, dated Apr. 27, 1951, to the Director of the Office 
Defonse Mobilization, conferred upon the Director of the Office of Defense Mobilization ft! 
powers delegated to the Defense Production Administrator by E. 0. 10200 of Jan. 3, 195! 
16 F. R. 61, relating to voluntary agreements and programs under Sec. 708 of the Defenss 

luetion Act of 1950, Pub. Law 774, 81st Cong., during the incumbency of the Acti! 
» Production Administrator. 
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DEFENSE PRODUCTION ADMINISTRATION 


[D. P. A. Request No. 10] 
ro COORDINATED MANUFACTURERS OF SANTA CLARA Country, I> 
4 SMALL BUSINESS ENTEKPRISE PROpUCTION Poot! 


QUES! 
"ARTICIPAT! 


ATE AS 
CERTAIN COMPANIES To I 


IN THE OPERATIONS 


Pursuant to section TUS of the Defense Production Act 
Sist Cong.) the request to Coordinated Manufacturers of 


iterprise 


Inc. } oduction } 
e companies hereinafter 
were upproved by the Attorn 


to operate as a small business e1 

isted to participate in the © 
t forth below, ey G 

between representatives of the Director of the Office 
‘presentatives of the Attories General, and re pres 

e Federal Trade Commission The volunt; ry pl 

vhich the pool shall operate, has been approved 

fense zation and found to be in thie 

itional defense. 


COORDINATED 


requested to operate 
recordance With a voluntary progran 
letter addressed to the Department 
Small Business, Washington, 1). © 
onducted within the limits as set 
my opinion, the operations of 
ise production pool, will greatly as 


defense objectives 


Attorney General has approved 
t to this mutter betwee nN - 

of the Federal Trade Cor 
ction TOS of the Defense Produ 
I approve the voluntary preg 
ntributing to the national defen: 


Your cooperation in this matte 


. = 
sincerely, 


Nis OF REQUEST PARTICIP ATI 


requested to participate in the operations ¢« 

Sonta Clara County, Ine... as a member ther 

business enterprise production pool in accor 

the papers attached to t! 
} j 


lara County, Inc., dated Apri 


ogzTam as set forth in 
inufacturers of Santa ¢ 1951 
Department of Comimerce, Pooling Section, Office of Smail Bu 
© C. Your participation in such operations shall be withit 
herein 
In my opinion, vour participation in the operat 
all business enterprise production pool, will greatly 
ent of our national defense objectives. 
approved ti 


‘he Attorney General has is request after 
respect to this matter between his representatives, t 
Federal Trade Commission, and my representatiy 


the Defense Production Act of 1950) ¢ Public 


representa 


aun of the 
ction TOS of 

(‘ongress), 
I approve the voluntary pregram 
ontributing to the national defense 
ur cooperation in this matter wi 


and tind it to be 


ll he appreciated 


) 
Sincerely, 
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LIST OF COMPANIES REQUESTED TO PARTICIPATE 


Allied Radio & Electronic Co., 57 Seuth Fourth Street, San Jose, Calif. 

Babbitt Bearin: Co., 35 Vine Street, San Jose, Calif. 

Bagley Wooden Products, P. O. Box 508, San Jose, Calif. 

Baldwin & Carter, 50 West McClellan Avenue, San Jose, Calif. 

Bean Rubber Manufacturing Co., 1623 South Tenth Street, San Jose, Calif. 

b. BE. Stokes, 38 South Fourth Street, San Jose, Calif. 

Braman’s Cabinet Shop, 270 Cambridge Avenue, Palo Alto, Calif. 

Bridges Construction Co., 350 North Montgomery Street, San Jose, Calif. 

The Cabinet House, 90 East Campbell Avenue, Campbell, Calif. 

Caldwell’s Woodworking Shop, 62 Scharff Avenue, San Jose, Calif. 

Cascade Metal Corporation, 505 Emory Street, San Jose, Calif. 

Cherry Furniture Co., 230 North San Pedro Street, San Jose, Calif. 

John Christian Manufacturing Co., 1194 Lick Avenue, San Jose, Calif. 

Custom Cabinet Shop, 1036 Lenzen Avenue, San Jose, Calif. 

Edwards Wood Products Co., P.O. Box 1384, 1715 Del Monte Avenue, Monterey 
Calif. 

El Dorado Lumber Co., Elm and Newhall, San Jose, Calif. 

Electronic Applications Co., 1086 Martin Avenue, Santa Clara, Calif. 

Formway Machine Shop, 504 Almond Avenue, Los Altos, Calif. 

Forsberg Machine Works, 980 Martin Avenue, Santa Clara, Calif. 

Garden Mill & Supply Co., 967 Wistar Street, Santa Clara, Calif. 

Gordon's Auto Top Shop, 2108 Alum Rock Avenue, San Jose, Calif. 

Hancock Manufacturing Co., 1084 Martin Avenue, Santa Clara, Calif. 

Holt’s Cabinets, 226 Grand Avenue, San Jose, Calif. 

Homan Tractor Co., Cottage Corners, P. O. Box 542, Hollister, Calif. 

K & M Mill & Cabinet Shop, 350 Phelan Avenue, San Jose, Calif. 

Lantz Mill & Cabinet Shop, 2000 Williams Road, San Jose, Calif. 

Ledeit Glass Co., 762 Lenzen Avenue, San Jose, Calif. 

Marshall's Cabinet Shop, 970 Martin Avenue, Santa Clara, Calif. 

Mauer Machine Co., 132 Spencer Avenue, San Jose, Calif. 

Maytield Garage, 306 Cambridge Avenue, Palo Alto, Calif. 

Meade Motor Works, 685 South First Street, San Jose, Calif. 

Meyer-Robertson, Inc., P. O. Box 1021, Evelyn Avenue, Mountain View, Calif 

Midvale Furniture Co., STO Saviker Avenue, San Jose, Calif. 

O. C. MeDonald Co., 367 East Santa Clara Street, San Jose, Calif. 

Pacific Coast Fixtures & Refrigeration, 2860 Monterey Road, San Jose, Calif 

Palo Alto Foundry, 8295 Third Street, Palo Alto, Calif 

Perry’s Pump & Machine Shop, 27 Grant St., San Jose, Calif. 

P. G. Miller & Sons, 126 Alma Street, San Jose, Calif. 

Revitt & Martin, 170 South Second Street, San Jose, Calif. 

San Jose Fixture & Supply Co., 279 San Jose Avenue, San Jose, Calif. 

Seger’s Cabinet Shop, 655 Eunice Avenue, Mountain View, Calif. 

S&N Cabinet Shop, 560 North Fifth Street, San Jose, Calif. 

S & S Vending Machine Co., 670 Lincoln Avenue, San Jose, Calif. 

Stanley & Son, 465 South Depot Street, Morgan Hill, Calif. 

Streamline Fixture & Cabinet Co., 1091 North Tenth Street, San Jose, Calif 

Tomasello’s Machine Shop, 285 West Humboldt, San Jose, Calif. 

Trinchero & Arntzen, 618 South First Street, San Jose, Calif. 

Tru-Bilt Fixtures, 51144 Glen Eyrie Avenue, San Jose, Calif. 

Wallace Bros. Cabinet Shop, 1644 Shelburke Way, Los Gatos, Calif. 

West Coast Steel Co., 1131 Auzerais Avenue, San Jose, Calif. 

Western Sewing Products, 51 North First Street, San Jose, Calif. 

(Sec, 708, Pub. Law 774, 81st Cong.: E. O. 10200, Jan. 3, 1951, 16 F. R. 61; Letter fro 
a go to the Director of the Office of Defense Mobilization, dated Apr. 27, 19° 

’ y . aot ' 


1 


CHARLES E. WILSON, 
Director, 
Office of Defense Mobilization. 
[F. R. Doe. 51-7818; Filed, July 2, 1951; 4:55 p. m.] 

The letter from the President, dated Apr. 27, 1951, to the Director of the Office of 
Defense Mobilization, conferred upon the Director of the Office of Defense Mobilization th: 
powers delegated to the Defense Production Administrator by E. O. 10200 of Jan. 3, 1951, 
16 F. R. 61, relating to voluntary agreements and programs under section 708 of t! 
Defense Production Act of 1950, Pub. Law 774, Sist Cong., during the incumbency of th: 
Acting Defense Production Administrator. 
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DEFENSE PRODUCTION ADMINISTRATION 
[D. P. A. Request No. 13] 


REQUEST To PARTICIPATE IN THE VOLUNTARY AGREEMENT RELATING TO THE 
SUPPLY OF PETROLEUM TO FRIENDLY ForEIGN NATIONS 


Pursuant to section 708 of the Defense Production Act of 1950, as amended, the 
request set forth below to participate in the Voluntary Agreement, as revised, 
entitled “Voluntary Agreement Relating to the Supply of Petroleum to Friendly 
Foreign Nations,” dated June 25, 1951, was approved by the Attorney General 
after consultations with respect thereto between the Attorney General, the Chair 
man of the Federal Trade Commission, and the Director of the Office of Defense 
Mobilization, and was transmitted to the companies listed below. 

The Voluntary Agreement, also set forth below, has been approved by the 
Director of the Office of Defense Mobilization and found to be in the public 
interest as contributing to the national defense. 


CONTENTS OF REQUEST 


You are requested to participate in the Voluntary Agreement, as revised, en 
titled “Voluntary Agreement Relating to the Supply of Petroleum to Friendly 
Foreign Nations,” dated June 25, 1951, a copy of which is enclosed. 

In my opinion, your participation will greatly assist in the accomplishment of 
our national defense program. 

The Attorney General has approved this request after consultations with re- 
spect thereto between his representatives, representatives of the Chairman of the 
Federal Trade Commission, and my representatives, pursuant to section TOS (¢) 
of the Defense Production Act of 1950 (Pub. Law 774—sIst Cong. ). 

I approve the Voluntary Agreement, as revised, and find it to be in the public 
interest as contributing to the national defense. You will become a participant 
therein upon advising me in writing of your acceptance of this request. Im 
munity from prosecution under the Federal antitrust laws and the Federal Trade 
Commission Act, as provided in section 70S (b) of the Defense Production Act 
of 1950, will be given only upon such acceptance, provided that your acts rela 


tive to such participation are within the scope of this Voluntary Agreement, as 
revised. 

Your cooperation in this matter will be appreciated. 

Sincerely yours, 


CHARLES BE. Winson. 


LIST OF COMPANIES ACCEPTING REQUESTS To PARTICIPATE 


The Texas Co., 135 East Forty-Second Street, New York, N. Y 
Standard-Vacuum Oil Co., 26 Broadway, New York, N. Y. 

Gulf Oil Corp., Gulf Building, Pittsburgh 30, Pa. 

Creole Petroleum Corp., 350 Fifth Avenue, New York 1, N. Y 

Caltex Oil Products Co., 551 Fifth Avenue, New York, N. Y. 

The Atlantic Refining Co., 260 South Broad Street, Philadelphia 1, Pa 
Venezuelan Petroleum Co., 630 Fifth Avenue, New York 20, N.Y, 

Standard Oil Co. (N. J.), 50 Rockefeller Plaza, New York 20, N.Y. 

Tide Water Associated Oil Co., 7) New Montgomery Street, San Francisco 20, 
alif. 

Arabian American Oil Co., 505 Park Avenue, New York 22, N. Y. 
Socony-Vacuum Oil Co., Inc., 26 Broadway, New York 4, N. Y. 

Standard Oil Co, of California, Standard Oil Building, San Francisco 20, Calif. 
The Superior Oil Co... Edison Building, Los Angeles, Calif. 

American Independent Oil Co., One Eleven Sutter, San Francisco 4, Calif. 
Union Oil Co. of California, Union Oil Building, Los Angeles 17, Calif. 
Sinclair Oil Corp., 630 Fifth Avenue, New York, N. Y. 

Conorada Petroleum Corp., 630 Fifth Avenue, New York 20, N. Y. 


‘The letter from the President, dated Apr. 27, 1951, to the Director of the Office of 
Defense Mobilization, conferred upon the Director of the Office of Defense Mobilization the 
powers delegated to the Defense Production Administrator by E. O. 10200 of Jan, 3, 1951, 
16 F. R. 61, relating te voluntary agreements and programs under Sec. 708 of the Defense 
Production Act of 1950, Pub. Law 774, 81st Cong., during the incumbency of the Acting 
Defense Production Administrator On July 25, 1951, these powers were assumed by the 
present Administrator of the Defense Production Administration 





910 STUDY OF MONOPOLY POWER 


Pacific Western Oil Corp., 417 South Hill Street, Los Angeles, Calif 
Barber Oil Corp., 30 Rockefeller Plaza, New York 20, N, Y. 


S 708, 64 Stat. 818, 50 U. S. C. App. Supp. 2158; E. O. 10200; Jan. 
Fr. BR. 61. 
MANLY FLEISCHMANN, 
tdmiinistrator, 
The fe nse Production Administration 


VOLUNTARY AGREEMENT RELATING TO THE SUPPLY OF PETROLEUM TO FRIENDLY 
FOREIGN NATIONS 
JUNE 25, 1951 
1. Need for an Agreement, Current world-wide supply and demand for jx 
troleum products are most delicately balanced. There is only a negligible aniwour 
of world refining capacity not presently in operation. All operating retineries a 
running at appreximately their normal maximum capacity. ‘Trausportation 
litie : cularivy essential tanker tonnage, are strained to the uimost L 
of ar ubstantial current source of world petroleum supply can seriously jeop 
aurdize the interests of the free nations of the world. 
The detense and security programs of 1 
i nited Nations, have accelerated essential Gemuanas for oil Stocks of 
key points throughout the world mn be maintained : 


} t 


s. Any substuntial diminut 


ie United States, and others of t 


ion | rld petroleun 
adversely affect the interests of e i States 


mtinuation of its mobilization pregran \ccordingly, 


pared to meet and handie tnimoediately the problems inhere: 
s of world petroleum supplies. 

uphasized that petroleum supply is a world-wide matter a 
one location necessarily involve adjustments in remotely 
normal inter-reliance is sharply pointed up in times « 

ney. 
believed that a committee composed of the American oil Companies en 
in foreign petroleum operations can aid materially in meeting sueh prol 
considering and making recommendations for action to be taken whi 


either Compensate for or alleviate shortages arising from any such Joss 


What this Agreement does Phis is a luntary Asreement under Sect 
i Production Act of 1950 (64 Stat. TOS) This Agreement a 


formation of a committee and subcommittees to consider and mak: 


mmendations designed to prevent, eliminate or allevinte shortages of ] 


Jeum supplies in friendly foreign nations which threaten to alfeet or 
; adversely the defense mobilization interests or programs of the I 
t establishes procedures under which persons engaged in foreign | 
rations and participating in this Agreement can take cooperat 
themselves or with appropriate designated agencies, committer 
rsous to accomplish the objective of this Agreement. 
tions, As used in this Agreement : 
nistrator’” means the Secretary of the Interier and Petroler 
strator for Defense or the Deputy Petroleum Administrator for Defer 
“Committee” means the Foreign Petroleum Supply Committee and the 
tive Committee thereof created pursuant to section 4 of this Agreemer 
‘Subcommittee’ means any Subcommittee created pursuant to section 
is Agreemen 

(ad) “Director” means that Assistant Deputy Administrator of the Petroleur 
Administration for Defense In Charge of Foreign Operations. 

(e) “Foreign country or area’ means any country or area outside the co 
tinental United States. 

(f) “Person” means any individual, partnership, association, business trus 
corporation or organized group of individuals, whether domestie or foreign 
whether incorporated or not, engaged in foreign petroleum operations, 

sy) “Petroleum” means crude petroleum, petroleum products of all kinds, a 
blending agents used in the manufacture of petroleum products, exeept thos 
which the Administrator may exelude from the operation of this Agreement 

th) “Foreign Petroleum Operations” means the production, refining, trans 
portation, storage, supply or distribution of petroleum in any foreign count: 
or area, the export of petroleum from or the import of petroleum into any foreis 
ountry or area by any person directly as principal or indirectly by agent, affilia 
or otherwise 
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(i) “Plan of Action” means the recommendation of the Committee to the 
Administrator pertaining to the solution of such problem or problems as the 
Director has requested the Committee to consider. 

(j) “Schedule” means that document issued by the Administrator which sets 
forth the detailed operating procedures or actions to be taken to implement an 
approved Plan of Action. 

t. Formation of Committees. (a) A “Foreign Petroleum Supply Committee” 
shall be appointed by the Administrator to investigate problems and make rec- 
ommendations thereon to assist the Administrator to accomplish the objectives 
of this Agreement. The Committee members shall be those American petroleum 
companies engaged in foreign petroleum operations which are participants in 
this Agreement. Each member shall have one representative sitting on the 
Committee and an alternate to sit in his absence or disability. Each representa- 
tive of each member of the Committee shall be a senior official of the participating 
company he represents. 

(b) The Administrator may appoint from the Committee membership an Ex- 
ecutive Committee which shall perform all duties and functions of the Com- 
mittee when the latter is not in session, and may, from time to time, alter the 
membership thereof. Individuals appointed to serve on the Executive Commit- 
tee shall be chosen by the Administrator from among those individuals who are 
representatives or alternates of the members of the Committee. 

‘e) The Administrator may appoint Subcommittees from the members of the 
Committee to assist the Committee in performing its duties and functions, and 
may, from time to time, alter the membership thereof. Representatives on Sub- 
committees need not be the same individuals representing members on the 
Committee. 

(d) The Administrator shall designate, from the representatives of members 
and their alternates, the individuals who are to serve as Chairmen of the Foreign 
Petroleum Supply Committee, the Executive Committee thereof and any Subcom- 
mittee appointed pursuant to this Agreement. 

5. Meetings. (a) Meetings of the Committee shall be held upon the call of the 
Administrator or director. Meetings of Subcommittees shall be held at such 
times as the Administrator shall designate in the written notices of appointment 
of such Subcommittees or upon the call of the Director or of the Chairmen of such 
Subcommittees. 

(b) The agenda for meetings of the Committee and any Subcommittee shal] be 
initiated and formulated in advance of the meeting by the Administrator or the 
Director. Matters may be added to such agenda by the Chairmen of such 
Committees. 

(c) The Committee and the Subcommittees shall maintain such staff and 
appoint such persons as may be requisite to discharge the duties and functions 
conferred upon them pursuant to this Agreement. Operating expenses of the 
Committee and Subcommittees shall be met from a fund to which voluntary 
contributions may be made by persons participating in this Agreement and such 
funds may be solicited by the Committee. 

(d) Each Committee and Subcommittee meeting shall be open to any member 
of the Committee or any Subcommittee, to representatives of any Government 
ageney, and to any individual designated by the Director. Full and complete 
minutes of all meetings of such Committees shall be kept and copies thereof shall 
be sent to the Administrator. 

6. Operation under this voluntary Agreement. (a) The Director shall submit 
'o the Committee in writing a request to prepare one or more plans of action to 

eet problems arising under this Agreement. 

(b) The Committee shall prepare and submit in writing to the Administrator 
recommended plans of action for the solution of the problems presented to the 
Committee under 6 (a). 

(¢) Each pian of action shall deseribe the manner in which the Committee 
recommends that the problem or problems submitted to it be solved, including a 
statement of such facts as the companies who will participate thereunder, the 
ceographie area or areas affected, the nature of the action to be taken and such 
other material facts as may be necessary for consideration of the plan for 
pproval under section 70S of the Defense Production Act of 1950. 

(d) If the plan of action is approved by the Administrator, he will submit it 
to the appropriate Government agencies in accordance with section 708 of the 
Defense Production Act of 1950. 

(e) Prior to the issuance of an appropriate approval in respect of the plan of 
action under section 7OS of the Defense Production Act of 1950, the Committee 


S0S61 Dl—ser. 1, pt. 4 
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may prepare proposed schedules implementing the plan of action and submit s 
schedules to the Administrator for his consideration. Upon approval of the pla 
of action under section 70S of the Defense Production Act ot 1950 and approy 
and issuance of the schedules by the Administrator, action may be taken pursus 
to such schedules, 

7. Other Committee functions. Upon written request of the Director, t) 
Committee shall: 

(a) Make surveys and investigations of and obtain, analyze, and keep curre 
pertinent information and data with respect to foreign petroleum operations. 

(b) Estimate the petroleum requirements (product by product) of each forvig 
country or area to be supplied and the supplies available therefor, and prepar 
and submit recommended plans of action and supply schedules to the Administr: 
tor for each such foreign country or area. 

(c) Make recommendations to the Director with respect to stocks of petrolew) 
to be maintained in friendly foreign nations, with primary consideration for thi 
maintenance of adequate stocks of petroleum for military use. 

(d) Make such other investigations, surveys and recommendations requested 
by the Director. 

8. E/fectuation of schedules. (a) All schedules authorized to be prepared an 
submitted pursuant to this Agreement in implementation of a plan of action whic! 
has been approved as provided in section 6 hereof shall, after such modificatio: 
or revision of the Administrator shall determine to be necessary, be issued 
the Administrator and no such schedules shall become effective until so issued 
Upon issuance of any such schedule, copies thereof shall be forwarded to the 
Committee and the appropriate Subcommittees and to all participants named 
therein and all participants who may be affected by such schedule shall carry it 
into effect according to its terms, conditions and intent. The Administrator may 
reject any schedule prepared and submitted to him and may, at any time, if i: 
his judgment such action is necessary, terminate and cancel, in Whole or in part 
any schedule which he has issued. 

(b) Any participant affected by any schedule issued in accordance with the 
foregoing subparagraph, who considers that compliance therewith will work an 
exceptional and unreasonable hardship upon him, may request the Administrator 
to review such schedule. Such request shall be in writing and shall set forth the 
pertinent facts and the reasons why he considers himself entitled to relief, and 
the Administrator shall act promptly upon such request and render a decisio! 
thereon within a period of fifteen (15) days. 

9. Emergency action. In eases of need for alterations in any schedule referred 
to in section 8 of this Agreement which arise subsequent to the issuance thereof, 
the Administrator, if he deems such action necessary, may make specific chances 
in or modifications of any such Schedule. Such changes or modifications shal! 
he in writing and copies thereof shall be forwarded to the Committee, any 
appropriate Subcommittee and to all participants affected thereby. 

10. Coordination and cooperation. In carrying cut the provisions of this Agree 
ment, the Committee, the Subcommittees, and all participants shall endeavor to 
coordinate their activities with, and shall cooperate with such agencies, con 
mittees and other persons as may be designated in writing by the Director. 

11. Collection of information. In carrying out its duties and functions, the 
Committee and each Subcommittee may direct such inquiries to and request 
and obtain information from persons engaged in foreign petroleum operations 
as may be necessary or appropriate. 

12. Committee representation. Any individual appointed to represent a member 
on the Committee or any Subcommittee, either as representative or alternat: 
shall, prior to acting theron, advise the Administrator in writing either by letter 
or telegram of his acceptance of such appointment. Such written acceptanc 
shall be directed to the Administrator in the following form and shall obligat: 
the individual as stated: 

Dear Str: IT hereby agree to become a representative of [here insert name of 
company], a participant in the “Voluntary Agreement Relating to the Supply 
of Petroleum to Friendly Foreign Nations” and accept appointment as suc! 
representative on [here state name of Committee or Subcommittee] create: 
pursuant to said Agreement. 

I hereby agree to use my best efforts to discharge the duties and functi: 
incident to such representation adequately and expeditiously and in accordat 
with my individual experience and judgment. 

Sincerely, 
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13. Procedure for and effect of becoming a participant. (a) After approval 
of this Agreement by the appropriate Government official as provided in section 
7uS8 of the Defense Production Act of 1950 and after requests for participation 
in it have been approved by the Attorney General and have been made of persons 
engaged in foreign petroleum operations by such Government official, such persons 
may become participants in this Agreement by advising such Government official 
in writing of acceptance of such request. Such requests will be effective for 
the purpose of granting certain immunity from the antitrust laws and the Federal 
rade Commission Act as provided in section 708 (b) of the Defense Production 
Act of 1950 only with respect to such persons as notify such Government official 
in writing that they will comply with such request and only with respect to such 
acts by such persons as are within the scope of this Agreement. 

(b) This Agreement shall not be construed as directing or requiring any par 
ticipant to take any action, to carry into effect any schedule, which would con 
flict with any applicable laws or regulations of any foreign country or area or 
with any obligation of such participant which existed on the date the Director 
submitted to the Committee any request which results in the issurance of such 
schedule 

14. Effective date and duration. This Agreement shall become effective upon 
the date of its final approval by the Director of the Office of Defense Mobilization. 
It shall cease to be effective at the termination of Title VIL of the Defense 
Production Act of 1950 unless the time limitation now specified in section 716 (a) 
of said act is extended or otherwise changed by legislative action in a form 
which permits continuation of this Agreement. However, the Agreement may 
be terminated at any time as may be determined by the Administrator upon 
notice by letter, telegram, or publication in the FreperaL ReGister. 

15. Withdrawal from Agreement. Any participant may withdraw from this 
Acreement subject to the fulfillment of obligations incurred under this Agreement 
prior to the date such withdrawal becomes effective by giving not less than 30 
days’ written notice to the Administrator. 


[F. R. Doc. 51—10048: Filed, Aug. 17, 1951: 5 


[D. P. A. Request No. 13A] 


REQUEST TO PARTICIPATE IN PLAN OF ACTION No, 1 UNDER VoLUNTARY AGREEMEN1 
RELATING TO THE SUPPLY OF PETROLEUM 10 FRIENDLY FOREIGN NATIONS 


Pursuant to section 70S of the Defense Production Act of 1950, as amended, 
the request set forth below to participate in a plan of action, entitled “Plan of 
Action No. 1 under Voluntary Agreement Relating to the Supply of Petroleum 
to Friendly Foreign Nations,” dated July 26, 1951, was approved by the Attorney 
General after consultations with respect thereto between the Attorney General, 
the Chairman of the Federal Trade Commission, and the Adininistrator of the 
Defense Production Administration, and was transmitted to the companies listed 
below. 

Plan of Action No. 1, also set forth below, has been approved by the Admin 
istrator of the Defense Production Administration and found to be in the publie 
interest as contributing to the national defense. 


CONTENTS OF REQUES! 


You are requested to participate in a plan of action, entitled “Plan of Action 
No. 1 under Voluntary Agreement Relating to the Supply of Petroleum te 
Friendly Foreign Nations,” dated July 26, 1951, a copy of which is enclosed. This 
lan was prepared in accordance with the Voluntary Agreement which Mr. Wilson 
has approved, entitled “Voluntary Agreement Relating to the Supply of Petroleum 
io Friendly Foreign Nations,” dated June 25, 1951. 

In my opinion, your participation will greatly assist in the accomplishment of 
our national defense program. 

The Attorney General has approved this request after consultations with respect 
thereto between his representatives, representatives of the Chairman of the 
Federal Trade Commission, and my representatives, pursuant to section TOS of 
the Defense Production Act of 1950, as amended. 

I approve the Plan of Action No. 1, dated July 26, 1951, and find it to be in the 
public interest as contributing to the national defense. You will become a parti: 





914 STUDY OF MONOPOLY POWER 


ipant therein upon advising me in writing of your acceptance of this request. 
Immunity from prosecution under the Federal antitrust laws and the Federa] 
Trade Commission Act, as provided in the Defense Production Act of 1950, as 
amended, will be given only upon such acceptance, provided that your acts relative 
to such participation are within the scope of this Plan. 

Your cooperation in this matter will be appreciated. 

Sincerely, 
MANLY FLEISCHMANN, Administrator. 


List or COMPANIES ACCEPTING REQUEST TO PARTICIPATE 


Arabian American Oil Co., 505 Park Avenue, New York 22, N. Y. 
Standard Oil Co. (New Jersey), 30 Rockefeller Plaza, New York, N. Y. 
Creole Petroleum Corp., 350 Fifth Avenue, New York 1, N. Y. 
Esso Export Corp., 15 West Fifty-first Street, New York 19, N. Y. 
Gulf Oil Corp., Gulf Building, P. O. Box 1166, Pittsburgh, Pa. 
Standard Oil Co. of California, 225 Bush Street, San Francisco, Calif. 
The Texas Co., 135 Kast Forty-second Street, New York, N. Y. 
Barber Oil Corp., 30 Rockefeller Plaza, New York, N. Y. 
Brighton Terminal, Ltd., 30 Rockefeller Plaza, New York, N. Y. 
Caltex International, Ltd., 551 Fifth Avenue, New York 17, N. Y. 
Caltex Oil Products Co., 551 Fifth Avenue, New York 17, N. Y. 
California Texas Corp., 551 Fifth Avenue, New York 17, N. Y. 
Overseas Tankship Corp., 551 Fifth Avenue, New York 17, N. Y. 
Caltex Oceanic, Ltd., 551 Fifth Avenue, New York 17, N. Y. 
Socony-Vacuum Oil Co., Inc., 26 Broadway, New York, N. Y. 
Tidewater Associated Oil Co., 79 New Montgomery Street, San Francisco, Calif 
Standard-Vacuum Oil Co., 26 Broadway, New York, N. Y. 
The Atlantic Refining Co., 260 South Broad Street, Philadelphia 1, Pa. 
Venezuelan Petroleum Co., 630 Fifth Avenue, New York 20, N. Y. 
(Sec. 708, 64 Stat. 818, 50 U. S. C. App. Supp. 2158; E. O. 10200, Jan. 3, 
F. R. 61.) 
MANLY FLEISCHMANN, 
tdministrator, 
Defense Production Adiministration 


PLAN OF ACTION NO. 1 UNDER VOLUNTARY AGREEMENT RELATING TO THE SUPPLY Of 
PETROLEUM TO FRIENDLY FOREIGN NATIONS 


JULY 26, 1951. 


This Plan of Action No. 1 is a Voluntary Agreement under section 70S of 
the Defense Production Act of 1950 (64 Stat. 70S), as ainended. It is sul 
litted pursuant to section 6 of the “Voluntary Agreement Relating to the 
Supply of Petroleum to Friendly Foreign Nations’, dated June 25, 1951, and 
has been duly recommended to, and approved by, the Administrator under said 
Voluntary Agreement as provided in said section 6 thereof. 

1. Need for Plan of Action No. 1. The defense and security programs of th: 
United States and others of the United Nations have accelerated essentixn 
demands for petroleum. The almost complete shutdown, in April 1951, of 
the world’s largest refinery located at Abadan, Iran, resulted in the loss of up 
to 7,000,000 barrels of petroleum preducts. More recently, the discontinuance 
of all movements of both crude oil and petroleum products from Lran has resulted 
in a loss to free world trade of approximately 460,000 barrels a day of refined 
products (the equivalent of approximately 510,000 barrels a day of crude oi 
of Iranium production. If this loss of petroleum from Iran should continue 
throughout the balance of the year 1951 it will amount to a petroleum loss, due 
to increasing demand, of more than 700,000 barrels a day. As a direct conse 
quence, there is building up a serious shortage and maldistribution of petroleum 
supplies which is affecting adversely the interests ef the United States, includ 
ing the successful continuance of its mobilization program and the mobilization 
programs of friendly foreign nations. 

2. What this Plan does. The purpose of Plan of Action No. 1 is to provid 
measures designed to offset the deficit of supplies of crude oil and refined 
products resulting from the interruption of Iranian petroleum operations. Th: 
Plan authorizes cooperative action in foreign petroleum operations by se: 
or all of the participants herein, and by such other persons engaged in foreig 
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petroleum operations as are designated by the Administrator, in schedules issued 
hereunder, as follows: 

(a) Increasing the rate of production of crude oil in fields located in Bahrein 
Island, Canada, Columbia, Egypt, Indonesia, Lraq, Qatar, Kuwait, New Guinea, 
Saudi Arabia or Venezuela by the Arabian American Oil Company, The Atlantic 
Refining Company, The Bahrein Petroleum Company, LTD., Caltex Pacific 
Petroleum Maatschappij, California Texas Oil Company, LTD., Creole Petroleum 
Corporation, Gulf Oil Corporation, Socony-Vacuum Oil Company, Standard Oil 
Company of California, Standard Oil Company (N. J.), Standard Vacuum Oil 
Company, The Texas Company, or Venezuelan Petroleum Company. The amounts 
of crude oil to be produced pursuant to Plan of Action No. 1 in the areas specified 
above by ony one or more of the participants herein, acting either as principal or 
through a person named on a schedule to be issued hereunder, shall be set forth 
from time to time in schedules to be prepared, approved and issued pursuant to 
section 3 of this Plan. 

(b) Increasing the manufacture of refined petroleum products at refineries 
located in Argentina, Australia, Bahrein Island, Belgium, British West Indies, 
Canada, Colombia, Cuba, Denmark, Egypt, France, Germany, Indonesia, ital) 
Japan, Kuwait, the Netherlands, Norway, Netherlands West Indies, Peru 
Saudi Arabia, Spain, Trieste Zone, Trinidad, the United Kingdom, Uruguay or 
Venezuela by Arabian American fi Company, The Atlantic Refining Company, 
Barber Oil Corporation, The Bahrein Petroleum Company, Ltd., California 
Texas Corporation, Caltex Oil Products Company, Caltex Petroleum Maat 
schappij, Creole Petroleum Corporation, Gulf Oil Corporation, Socony-Vacuum 
Oil Company, Incorporated, Standard Oil Company (N. J.), Standard Vacuum 
Oil Company, The Texas Company or Venezuelan Petroleum Company. Increases 
in the manufacture of refined petroleum products at the refineries referred to 
above pursuant to Plan of Action No. 1 will be accomplished by any one or 
more of the following actions: increased crude through-put through facilities 
installed at such refineries, adjustments in the through-put quality specifications 
or yields of products manufactured at such refineries or conversion of equipment 
now installed at such refineries from the manufacture of any one particular 
petroleum product to the manufacture of another petroleum product, the process 
ing of selected crudes or the exchange of components between various refineries. 
The specific details of the amounts of increased manufacture and particular 
operations pursuant to Plan of Action No. 1 in the areas specified above by 
any one or more of the participants herein, acting either as principal or 
through a person named on a schedule to be issued hereunder, shall be set forth 
from time to time in schedules to be prepared, approved and issued pursuant 
to section 3 of this Plan. 

(c) Arrangements among the participants herein for the purchase, loan, sale 
or exchange for distribution in, to or from foreign countries or areas of available 
crude oil, petroleum products and blending agents by and among themselves and 
such other persons engaged in foreign petroleum operations as are designated by 
the Administrator, in schedules issued hereunder, to the end that there shall be 
a maximum distribution of the amounts of crude oil and refined products avail 
able to offset the loss of crude oil and refined products due to the interruption of 
Iranian petroleum operations. It will be an objective of these arrangements to 
distribute to the extent possible Versian Gulf-Middle East crude oil (a portion of 
Which is presently being exported to the United States and Canada) and refined 
products to the areas most accessible thereto, taking account of available refining 
capacity, pipeline and tanker transportation. Supply deficits in other areas 
resulting from such redistribution will generally be made up from the sources 
of supply nearest at hand. The details of the specific purchases, loans, sales or 
exchanges authorized by and made pursuant to this subparagraph (c) shall be 
set forth in schedules to be prepared, approved and issued from time to time 
pursuant to the provisions of section 3 of this Plan 

id) In order to assure the maximum transportation and distribution of the 
amounts of crude oil and refined products made available hereunder to the 
countries and areas specified in section 4 hereof, the participants herein may 
arrange between and among themselves and with such other persons engaged 
in foreign petroleum operations designated by the Administrator in schedules 
issued hereunder for the most efficient use, without regard to ownership, of 
terminal and storage facilities and tankers, pipeline capacities and other trans- 
portation facilities so as to minimize duplications, multiple loadings and dis- 
charging, split cargoes, cross-hauling and back-hauling, and idle time in port. 
The details of the arrangements authorized by and made pursuant to this sub- 
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paragraph (d) shall be specified in schedules to be prepared, approved and issued 
from time to time pursuant to the provisions of section 3 of this Plan. 

3. Implementing schedules. Plan of Action No. 1 will be implemented by 
schedules setting forth in detail the operating procedures or actions which ars 
to be taken hereunder. Schedules prepared by a Subcommittee and recommende 
by the unanimous vote taken at a meeting thereof shall, after approval by tly 
Committee, be forwarded directly to the Administrator. Upon approval of Plan 
of Action No. 1 as provided in section 708 of the Defense Production Act of 1950 
as amended, and approval and issuance of the implementing schedules by the 
Administrator, action shall be taken by the participants herein (acting direct! 
as principal or indirectly by agent, affiliate or otherwise) as provided in said 
schedules. 

4. Areas of operation. The principal areas directly affected by the interruption 
of exports of crude oil and refined products from Tran include Great Britair 
France, Germany, Scandinavia, Belgium, Netherlands, Luxemburg, Yugoslavia 
Turkey, Greece, Italy, Switzerland, Spain, Portugal, Africa, Aden, India 
Pakistan, Japan, Indonesia, Ceylon, Philippines, Formosa, Argentina, French 
Thailand, Burma, Malaya, Australia and New Zealand. To overcome = short 
Indochina, Thailand, Burma, Malaya, Australia, and New Zealand, To overcome 
shortages of the manganese involved, it wif) be necessary to make numerous 
alterations and adjustments in foreign petroleum operations, with assistance to 
one area necesasrily involving adjustments in other areas, including not only the 
directly affected areas specified above but also remotely distant areas including 
the Western Hemisphere. 

5. Companies participating in plan. The companies which, it is contemplated, 
will participate in Plan of Action No. 1 are listed in Exhibit A attached hereto 
and made a part hereof. Additional companies may participate when so 
requested by the appropriate Government officials 

6. Procedure for and effect of becamina a participant. (a) After approval 
of this Agreement by the appropriate Government official as provided in section 
708 of the Defense Production Act of 1950, as amended, and after requests for 
participation in it have heen approved by the Attorney General and have been 
made of persons engaged in foreign petroleum operations by such Government 
official, such persons may hecome participants in this Agreement by advising 
such Government official in writing of acceptance of such requests. Such requests 
will be effective for the purpose of granting certain immunity from the Anti- 
trust Laws and the Federal Trade Commission Act as provided in section 708 (b) 
of the Defense Production Act of 1950, as amended, only with respect to such 
persons as notify such Government official in writing that they will comply with 
such request and only with respect to such acts by such persons as are within 
the scope of this Agreement. 

(b) This Agreement shall not be construed as directing or requiring any 
participant to take any action to carry into effect and schedule, which would 
conflict with any applicable law or regulation of any foreign country or area or 
with any obligation of such participant which existed on the date the Director 
submitted to the Committee any request which results in the issuance of such 
schedules. 

7. Incorporation by reference. The provisions of the “Voluntary Agreement 
Relating to the Supply of Petrolenm to Friendly Foreign Nation’, dated June 25, 
1951, ineluding section 3 (Definitions) thereof, are incorporated in this Plan of 
Action No. 1 as if set forth fully herein. 

8. Effective date and duration. This Agreement shall become effective upon 
the date of its approval by the Defense Production Administrator or other proper 
Government official acting pursuant to the appropriate provisions of the Defense 
Production Act of 1950, as amended. It shall cease to be effective at the termina 
tion of Title VIT of the Defense Preduction Act of 1950, as amended, unless the 
applicable time limitation now specified in said act is extended or otherwise 
changed by legislative action in a form which permits continuation of this Agree- 
ment. This Agreement may be terminated at any time as may be determined by 
the Administrator upon notice by letter, telegram, or publication in the Freperat 
REGISTER. 

9 Withdrawal from Agreement. Any participant may withdraw from this 
Agreement subject to the fulfillment of obligations incurred under this Agreement 
prior to the date such withdrawal hecomes effective by giving not less than thirty 
days’ written notice to the Administrator. 
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Exuirntr A 


\rabian American Oil Co. Caltex Oil Products Co. 
standard Oil Co. (New Jersey). California Texas Corp. 

Creole Petroleum Corp. Overseas Tankship Corp 

isso Export Corp. Caltex Oceanic, Ltd. 

Gulf Oil Corp. Socony-Vacuum Oil Co., Inc. 
Standard Oil Co. of California. Tide Water Associated Oil Co. 
rhe Texas Co. Standard-Vacuum Oil Co. 
Barber Oil Corp. The Atlantic Refining Co 
brighton Terminal, Ltd. Venezuelan Petroleum Co. 
Caltex International, Ltd. 


[F. R. Doe. 51-10049; Filed, Aug. 17, 1951; 5:03 p 


ADDITIONAL COMPANTES ACCEPTING REQUESTS To PARTICIPATE IN THE VOLUNTARY 
PLAN To Conrrinute TANKER CAPACITY 


Pursnant to section TOs of the Defense Production Act of 1950, as amended, 

e following supplemental list of companies is herewith published which have 

‘epted the request to participate in the Voluntary Plan, entitled “Voluntary 
Pian under Public Law 774, 71st Congress for the Contribution of Tanker Capacity 
for National Defense Requirements,’ dated January 18, 1951, which request, 
original list of companies accepting such request and the Voluntary Plan were 
published on March 1, 1951, at 16 FP. R. 1964. Additional lists of companies 
accepting such requests were published on April 14, 1951, at 16 F. R. 3316, and 
on May 3, 1951, at 16 F. R. 3931. 

J. M. Carras, Inc., 24 State Street, New York, N. Y. 

Crown Central Petroleum Corp., American Building, Baltimore, Md. 
(See. 708, 64 Stat. S18, 50 U. S. C. App. Supp. 2158; E. O. 10200, Jan. 3, 1951, 
16 F. R. 61) 

MANLY FLEISCHMANN, 
Administrator. 


[F. R. Doe. 51-10050; Filed, Aug. 17, 1951; 5:04 p. m.] 


DEFENSE PRODUCTION ADMINISTRATION 
[D. P. A. Request No. 11] 


REQUEST TO PEORIA CONSOLIDATED MANUFACTURERS, INCORPORATED, TO OPERATE AS 
A SMALL BUSINESS ENTERPRISE PRODUCTION POOL AND REQUEST TO CERTAIN 
COMPANIES TO PARTICIPATE IN OPERATIONS OF SuCH Poo. 


Pursuant to section 708 of the Defense Production Act of 1950, as amended, the 
request to Peoria Consolidated Manufacturers, Incorporated, to operate as a 
stnall business enterprise production pool and the request to the companies here- 
inafter listed to participate in the operations of such pool, set forth below, were 
approved by the Attorney General, after consultations with respect thereto 
between representatives of the Attorney General, representatives of the Chairman 
of the Federal Trade Commission and representatives of the Administrator of 
the Defense Production Administration. The voluntary program, as modified, in 
accordance with which the pool shall operate, has been approved by the Director 
if the Office of Defense Mobilization? and found to be in the public interest as 
ontributing to the national defense. 


REQUEST TO PEORIA CONSOLIDATED MANUFACTURERS, INCORPORATED 


You are requested to operate as a small business enterprise production pool 
n accordance with the voluntary program, as set forth in the papers attached to 


*The letter from the President, dated Apr. 27, 1951. to the Director of the Office of 
lefense Mobilization, conferred upon the Director of the Office of Defense Mobilization 
the powers delegated to the Defense Production Administrator by E. 0. 10200 of Jan. 3, 
i951, 16 FL R. 61, relating to voluntary agreements and programs under Sec. 7OS8 of the 
Defense Production Act of 1950, Pub. Law 774, Sist Cong., during the incumbency of the 
Acting Defense Production Administrator On July 23, 1951, these powers were assumed 
by the present Administrator of the Defense Production Administration 
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your letter addressed to the Office of Small Business, National Production 
Authority, U. S. Department of Commerce, as modified by your letters of May 
23, 1951, and June 8, 1951. 

In my opinion, the operations of your corporation as a small business enterprise 
production pool will greatly assist in the accomplishment of our national defense 
program. 

The Attorney General has approved this request after consultations with 
respect to this matter between his representatives, representatives of the Chai: 
man of the Federal Trade Commission, and representatives of the Administrator 
of the Defense Production Administration, pursuant to section 70S of the Defens: 
Production Act of 1950 (Public Law 774—SIst Cong.). 

[ approve the voluntary program, as modified, and find it to be in the publi 
interest as contributing to the national defense. 

You will become a participant upon notifying me in writing of your acceptanc 
of this request. Immunity irom prosecution under the Federal antitrust law 
and the Federal Trade Commission Act will be given only upon such acceptance 
provided that the activities of this corporation and your participation therein 
are within the limits set forth in the approved voluntary program, as modified 

Your cooperation in this matter will be appreciated. 

Sincere.y, 
CHARLES FE. WILSON 


REQUEST TO COMPANIES 


You are requested to participate in the operations of Peoria Consolidated 
Manufacturers, Incorporated, as a member thereof, which will operate as a 
small business enterprise production pool in accordance with the voluntary pro 
gram, as modified, submitted to the Office of Small Business, National Production 
Authority, U. S. Department of Commerce, by Peoria Consolidated Manufac 
turers, Incorporated. 

In my opinion, your participation in the operations of this corporation as a 
small business enterprise production pool will greatly assist in the accomplish 
ment of our national defense program. 

The Attorney General has approved this request after consultations with re 
spect to this matter between his representatives, representatives of the Chair 
man of the Federal Trade Commission and representatives of the Administrator 
of the Defense Production Administration, pursnant to section TOS of the De 
fense Production Act of 1950 (Public Law 774—-Slist Cong. ). 

I approve the voluntary program, as modified, and find it to be in the public 
interest as contributing io the national defense. 

You will become a participant upon notifying me in writing of your acceptance 
of this rquest. Immunity from prosecution under the Federal antitrust laws 
and the Federal Trade Commission Act will be given only upon such acceptance, 
provided that the activities of this corporation and your participation therein 
are within the limits set forth in the approved voluntary program, as modified 

Your cooperation in this matter will be appreciated. 

Sincerely, 
CuHarLes E. Witson.* 


LIST OF COMPANIES ACCEPTING REQUEST TO PARTICIPATE 


Little Giant Products, Inc., 1530-90 North Adams Street, Peoria 3, IL 

McBride & Shotf Machine Shop, 830 Fayette Street, Peoria, Ill. 

Ornamental Metalworks Co., 440 South Franklin Street, Decatur, Tl. 

Ostrom & Maguire Construction Co., Ine., 140% East Main (P. O. Box 991) 
Galesburg, D1. 

Standard Sheet Metal Works, 1619 North Sheridan Road, Peoria, DL 

J. G. Jacob & Sons, 125 North Fourth Avenue, Morton, Ill. 

Hohulin Bros., Goodfield, I. 

Faries Lamp Works, Inc., Warrensburg, Ill. 

Roy G, Miller, Ine., P. O. Box 518, Warrensburg, Ill. 

Peoria Undercoating Co., Inc., 816 Main Street, Peoria, I). 

Hotchkiss Steel Products Co., Bradford, I. 

Allied Wood Products, Inec., 2300 South Adams Street, Peoria, Il. 

Rock Island Bridge & Iron Works, Ine., 1603 Mill Street, Rock Island, IIL. 

Schmidgall Manufacturing Co., 307-9-11 Cass Street, Peoria 2, Il. 

Illinois Culvert & Tank Co., Peoria, I. 





STUDY OF MONOPOLY POWER O19 


e 


Home Comfort Manufacturing Co., 609 Spencer Street, Peoria 3, Il. 

b. B. Butler Manufacturing Co., Inc., 3432 North Avondale Avenue, Chicago 18, 
111. 

Rochelle Manufacturing Corp., 620 West Ninth Avenue, P. O. Box 597, Mon- 
mouth, Il. 

Illinois Valley Awning & Tent Co., 111 Main Street, Peoria 2, I 

Peoria Consolidated Manufacturers, Incorporated, accepted the request, set 
forth above, to operate as a small business enterprise production pool. 


(Sec. 708, 64 Stat. 818, 50 U. S. C. App. Sup. 2158; E. O. 10200, Jan. 3, 1951, 16 
F. R. 61.) 


MANLY FLEISCHMA N. 
Administrator. 


10578 ; Filed, Aug. 29, 1951, 4: 44] 


[D. P. A. Request No. 12] 


QUEST TO CERTAIN COMPANIES To PARTICIPATE IN OPERATIONS OF GREA‘ 
NeW YORK MANUFACTURING Poot! 


Pursuant to section 708 of the Defense Production Act of 1950, as amended, 
the request to the companies hereinafter listed to participate in the operations 
of the Greater New York Manufacturing Pool was approved by the Attorney 
General, after consultations with respect thereto between representatives of 
the Attorney General, representatives of the Chairman of the Federal Trade 
Commission and representatives of the Director of the Office of Defense Mobili 
zation.’ The Voluntary Program, in accordance with which the pool shall oper- 
ate, has been approved by the Director of the Office of Defense Mobilization * and 
found to be in the public interest as contributing to the national defense 


REQUEST TO COMPANIES 


You are requested to participate in the operations of the Greater New York 
Manufacturing Pool which will operate as a small business enterprise produ 
tion pool in accordance with the Voluntary Program, as set forth in the papers 
submitted by the International Banding Machine Company to the Office of 
Small Business, Pooling Section, National Production Authority, Department 
of Commerce, Washington, D. C. 

In my opinion, your participation in the operations of this small business 
enterprise production pool will greatly assist in the accomplishment of our 
national defense program, 

The Attorney General has approved this request after consultations with re 
spect to this matter between his representatives, representatives of the Chairman 
of the Federal Trade Commission and my representatives, pursuant to section 
708 of the Defense Production Act of 1950 (Public Law 774—SIst Cong.). 

[ approve the Voluntary Program and find it to be in the public interest as 
contributing to the national defense. 

You will become a participant upon notifying me in writing of your acceptance 
f this request. Immunity from prosecution under the Federal antitrust laws 
and the Federal Trade Commission Act will be-given only upon such acceptance, 
provided that the operations of this production pool and your participation therein 
re within the limits set forth in the approved Voluntary Program. 

Your cooperation in this matter will be appreciated. 

Sincerely, 
CHARLES E. Wiison? 


LIST OF COMPANIES ACCEPTING REQUEST TO PARTICIPATE 


\irol Engineering & Manufacturing Co., 10-38 Jackson Avenue, Long Island 
Cay 3, M.S. 


The letter from the President, dated Apr. 27, 1951, to the Director of the Office of 

Defense Mobilization, conferred upon the Director of the Office of Defense Mobilization the 

= delegated to the Defense Production Administrator by FE. O. 10200 of Jan. 8, 1951, 

; t. 61. relating to voluntary agreements and programs under section TOS of the 

Defense Production Act of 1950, Pub. Law 774, 81st Cong., during the incumbeney of the 

Acting Defense Production Administrator. On July 25, 1951, these powers were assumed 
by the present Administrator of the Defense Production Administration 
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Advance Machine Works, 2036 Washington Avenue, New York 57, N. Y. 

Alka Precision Tools & Experimental Work, 12-44 One Hundred and Twenty- 
second Street, College Point, N. Y. 

Alto Spring & Metal 7 Co., 515 East One Hundred and Sixty- 
fourth Street, New York 5 

Amrum Metal sib cea no Flushing Avenue, Brooklyn 5, N. Y. 

Arenco Machine Co., Inc., 25 West Forty-third Street, New York 18, “4 z. 

Arma Tool & Manufacturing Corp., 190 Emerson Place, Brooklyn 5, N. Y. 

Armode Precision Products Co., 31 Coenties Slip, New York 4, N. Y. 

Automatic Metal Products Corp., 315-823 Berry Street, Brooklyn 11, N. Y. 

Automatic Steam Products Corp., 140 West Thirty-first Street, New York 1, N, 


x. 

A. & W. Machine Co., 203 Lafayette Street, New York 12, N. Y. 

Bayonne Tool & Manufacturing Co., 87-45 South Avenue, Garwood, N. J. 

Berner Machine & Tool Co., Ine., 3837 East One Hundred and Sixty-second 
Street, New York 56, N. Y. 

Brooklyn Gear Co., Inc., 252 Pennsylvania Avenue, Brooklyn 7, N. Y. 

Cc. B. C. Welding Corp., 422 East One Hundred and Second Street, New York 
29, N. Y. 

Delbros Machine Shop, 2535 Tilden Avenue, Brooklyn 26, N. Y. 

Dermac Machine Co., 4-6 Wood Street, Albany, N. Y. 

Doellgast & Sons, 1795 Atlantic Avenue, Brooklyn 33, N. Y. 

Eastern Casting Corp. Division, South Williams Street, Newburgh, N. \ 

Empire State Laboratories, 161 Maiden Lane, New York 7, N. Y. 

Federal Machine Works, 206 Lafayette Street, New York 12, N. Y. 

General Machine Works, 322 Bleecker Street, New York 14, N. Y. 

J. F. Gerken & Sons, 210-08 Jamaica Avenue, Queens Village 9, N. Y. 

G. & H. Machine Works Ine., 573 Johnson Avenue, Brooklyn 6, N. Y. 

Herlot Tool & Die Co., 28342 Amsterdam Avenue, New York 33, N. Y. 

H. & H. Thermostats, Inc., G82 Broadway, New York 12, N. Y. 

International Banding Machine Co., 1 West Thirty-seventh Street, New York 
18, N. Y. 

International Mutoscope Co., 44-02 Eleventh Street, Long Island City 1, N. Y. 

Jobnson Foundry & Machine Co., Ine., 68 Jay Street. Brooklyn 1, N. Y. 

Koch & Lowy Manufacturing Co., 211-215 West Twentieth Street, New York 
a 

K & T Motor & Generator Repairs, 1415 Bedford Avenue, Brooklyn 16, N. Y. 

Lafayette Laboratories, 236 Lafayette Street, New York 12, N. Y. 

Lenkeit Machine & ‘Tool Co., 40 South Eighth Street, Brooklyn 11, N. Y. 

Lineoln Machine Parts Corp., 732 East One Hundred and Forty-fourth Street, 
New York 54, N. Y. 

Lindstrom Manufacturing Co., 173 Water Street, New York 7, N. Y. 

Liverpool Machine Tool Co., Inc., 109-11 Broad Street, New York 4, N. Y. 

Joseph Madonna, 11-38 Thirty- first Avenue, Long Island City 2, N. Y. 

Manhattan Engineering Co., 270 Lafayette Street, New York 12, N. Y. 

Metro Machine Works Co., 2366 Westchester Avenue, New York 61, N. Y. 

M. L. M. Machine & Metal Products Corp., 2714 Gerritson Avenue, Brooklyn, 
i ie # 

Monarch Metal Products, Inc., 724 South Columbus Avenue, Mount Vernon, 
N. Y. 

Murbert Manufacturing Co., 2475 Atlantic Avenue, Brooklyn 7, N. Y. 

National Diamond Hone & Wheel Co., 108 Fulton Street, New York 7 z. 

Nelson Machine Co., 1614 Stephen Street, Ridgewood, Long Island, N. y. 

R. Olleo & Sons Machine Co., 152 West Twenty-sixth Street, New York 1, N. Y 

Packer Machinery Corp., 30 Irving Place, New York 3, N. Y. 

Perl Machine Manufacturing Co., 68 Jay Street, Brooklyn 1, N. Y. 

Precision Cam Co., 125 Lincoln Avenue, New York 54, N. Y. 

Premier Metal Products Co., 3160 Webster Avenue, Bronx 67, N. \ 

Progressive Labeling Machine, Inc., 137 West Twenty-second Street, New York 
i. As. 

Fred Renz & Sons, Ine., 7025 Eighty-third Street, Glendale, Long Island, N. Y 

The Robroyce Co., 21 Washington Street, West Crange, N. J. 

Sal Metal Products Co., 120 Freeman Street, Brooklyn 22, N. Y. 

s. & D. Machine & Tool Co., 96 Harrison Avenue, Jersey City 4, N. J. 

Shelley Brass Products, Inc., 217-219 Centre Street, New York 13, N. Y. 
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Silver Record Pressing Corp., 469 West Broadway, New York 12, N. Y. 

S. M. S. Manufacturing Co., 6S Beekman Street, New York 7, N. Y. 

S$ and S Manufacturing Co., 520 Seventieth Street, Guttenberg, N. J. 

Staplex Co., 66-72 Jay Street, Brooklyn 1, N. Y. 

I. S. Stoddard, 323 Broadway, Newburgh, N. Y. 

Aurelio Tanzi Corp., 430 Jefferson Street, Brooklyn 37, N. Y. 

Universal Brass Turning Co., Inc., 912 Courtlandt Avenue, corner One Hundred 
and Sixty-second Street, Bronx 56, N. Y. 

Viking Machine Shop, 2373 East Sixty-ninth Street, Brooklyn 10, N. Y. 

Werner Machine Co., Inc., Passaic, N. J. 

Woerner & Nelson, Inc., 380 Canal Street, New York 13, N. Y. 

Z & H Manufacturing Corp., One West Forty-seventh Street, New York, N. Y. 

(See. 708, 64 Stat. 818, 50 U. S. C. App. Sup. 2158; E. O. 10200, Jan. 3, 1951, 16 
F. R. 61.) 


[F. R. Doe. 51—10579 ; Filed Aug. 29, 1951; 4:45 p. m.] 


[b. P. A. Request No. 14] 


Requesr To PARTICIPATE IN FoRMATION AND ACTIVITIES OF A B47 
PRODUCTION COMMITTER 


Pursuant to section 70S of the Defense Production Act of 1950, as amended, the 
request set forth below to participate in the formation and activities of a B-47 
Production Committee in accordance with the voluntary plan, entitled “Plan for 
the Formation of a B-47 Production Committee,’ dated June 8, 1951, was 
approved by the Attorney General, after Consultations with respect thereto be- 
tween representatives of the Attorney General, representatives of the Chairman 
of the Federal Trade Commission and representatives of the Director of the Office 
of Defense Mobilization. 

The voluntary plan, also set forth below, has been approved by the Director of 
the Office of Defense Mobilization! and found to be in the public interest as 
contributing to the national defense. 


CONTENTS OF REQUEST 


You are requested to participate with the Air Force in the formation and 
activities of a B47 Production Committee in accordance with the voluntary plan, 
entitled “Plan for the Formation of a B-47 Production Committee,” dated June 
8, 1951, a copy of which is herewith enclosed. 

In my opinion, your participation in the activities of this committee will greatly 
assist in the accomplishment of our national defense program, 

The Attorney General has approved ths request after consultations with respect 
to this matter between his representatives, representatives of the Chairman of the 
Federal Trade Commission and iny representatives, pursuant to section TOS of the 
Defeuse Production Act of 1950 (Public Law 774—SI1st Cong. ). 

Lapprove the voluntary plan and lind it to be in the public interest as contrib- 
uting to the national defense. 

You will become a participant upon notifying me in writing of your acceptance 
of this request. Immunity from prosecution under the Federal antitrust laws and 
the Federal Trade Commission Act will be given only upon such acceptance, pro- 
vided that the activities of the B-47 Production Comiuittee and your participation 
therein are within the limits set forth in the voluntary plan. 

In the event that you accept this request will you kindly send a copy of your 
acceptance letter to the Procurement Division, Production Branch, Otlice of the 
Assistant Chief of Staff. G-4, United States Army, Pentagon Building, Washing- 
ton 25, D. C. 

Your cooperation in this matter will be appreciated. 

Sincerely, 
CHARLES E, WILson.? 

The letter from the President, dated Apr. 27, 1951, to the Director of the Office of 
Defense Mobilization. conferred upon the Director of the Office of Defense Mobilization the 
powers delegated to the Defense Production Administrator by E. 0, 10200 of Jan. 3, 1951 
ié F. R. 61, relating to voluntary agreements and programs under section 708 of the 
Defense Production Act of 1950, Pub. Law 774, Slst Cong., during the incumbencey of the 
Acting Defense Production Administrator. On July 23, 1951. these powers were assumed 
by the present Administrator of the Defense Production Administration 
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LIST OF COMPANIES ACCEPTING REQUEST TO PARTIC IPATE 


Boeing Airplane Co., Senttle, Wash. 

Douglas Aircraft Co., Inc., Santa Monica, Calif. 

Lockheed Aircraft Corp., Burbank, Calif. 

PLAN FOR THE FORMATION OF A B-47 PRODUCTION COMMITTEE 
June 8, 1951, 

1. The need for a Committee. The Air Force has selected the Boeing B47 
Medium Bomber as one of the basic aircraft types around which to build its 
strength in the present emergency, and it is essential that the B47 should 
into production 2s rapidly as possible. It is also essential that there should ly 
several sources of supply, and the Air Force has accordingly determined to let 
prime B-47 production contracts not only to Boeing Airplane Company Cwhicl 
designed the B-47) but to Douglas Aircraft Company, Inc., and Lockheed Air 
craft Corporation as well. It.now proposes to form a B-7 Production Cor 
mittee to assure close coordination of effort among Boeing, Douglas and Lockhee 
The need for such a Committee is apparent from the coniplexity of the preblen 
necessarily involved in the production of such an aircraft by three 
fucturers. The B-47 is a six engine jet bomber of a sert never before ma 
factured in large quantities. It is the product of engineering studies and aero 
dvnamie research going back many vears. Its design is quite radical, and 
bears very little resemblance to the piston powered aircraft of World War IT o1 
those now in production. It is the first large jet powered plane selected for full 
scale production, and it is obvious that if such production is to proceed with a 
minimum of technical difficulty, there must be an interchange of technical 
information and a coordination of effort hetween the manufacturers involved. 

2. Functions—a, Barehange of information. One of the principal functions of 
the BAT Production Committee will be to facilitate the exchange of téchnical 
information about the B-47 among the three contractors and among the con- 
tractors and the Air Foree. At the outset, engineering materials and informa- 
tion of all sorts (including drawings, photocontact masters, master layouts, tem 
plates, bills of material, and other design data and engineering know-how) must 
pass from Boeing to Douglas and to Lockheed in order to enable Douglas and 
Lockheed to start production, In the later stages, similar information about 
engineering changes and modifications in the design of the B-47, and about 
changes in manufacturing methods and production techniques, must likewise 
pass from the Air Force down to the contractors and amongst the contractors 
themselves. During both periods, the Committee will consider what informa 
tion or engineering assistance each contractor requires and how it can best b 
supplied. Subject to the terms of certain technical assistance contracts between 
the Air Force and Boeing and between Boeing and the other two prime con 
tractors, the Committee will then determine when and in what manner th: 
actual transfer of technical information and engineering assistance will take 
place, Decisions of the Committee with regard to an exchange of information, if 
concurred in by the Chairman, will be final and binding on the three contractors 
and the Air Force. 

b. Technical problems. Besides facilitating the exchange of technical informa- 
tion, the Committee will consider such other technical problems as may arise in 
the course of B-47 production. In situations in which, within the Air Force, the 
Chairman of the Committee has the authority to make a final decision, a decisior 
of the Committee, if concurred in by the Chairman, will be final and binding on 
the Air Force and the three prime contractors. In situations in which approval 
must be obtained at some other level of the Air Force or from some other gover! 
mental agency, the Committee may make recommendations, if concurred in by the 
Chairman, to such other level or agency, and if the recommendations are ap 
proved, they will be final and binding on the three contractors and will be carried 
out through appropriate procurement or other channels. 

The following are the fields in which the Committee will operate: 

(i) Changes and modifications. Large numbers of engineering changes a! 
modifications in the design of the B-47 will be necessary. Changes and modifi 
cations may be suggested either by the Air Force or by one of the contractors 
They may be required for a wide variety of reasons, including: The correction of 
errors or shortcomings in the design of the B-47; improvements in design 
changes and improvements in production techniques ; maintenance or operation:! 
difficulties encountered in flight tests or in the field: and changes in the strategic 
or tactical use of the aircraft. 


main 
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(ii) Tooling, plant layout and manufacturing methods. The Committee will 
consider problems connected with tooling the various plants for production, the 
proper plant layout, the manufacturing methods to be employed, and similar 
matters bearing upon the efficiency and productive capacity of the three contrac- 
tors. 

(iii) Standardization. It is obvious that all B-47’s and B-47 spare parts, 
whether produced by Boeing, Douglas or Lockheed, must be completely stand- 
ardized and interchangeable. One of the most important functions of the Com 
mittee will be to achieve such standardization and interchangeability so that 
crew members and mechanics in remote theatres can operate and maintain all 
B-47’s as though they were produced on a single assembly line. 

(iv) Scheduling and phasing. It is important that there be an even flow of 
materials to all assembly lines and proper phasing in the manufacture of all 
parts, components and assemblies. It is also important that engineering changes 
and modifications be made at convenient stages in the assembly process. The 
Committee will accordingly consider the production schedules prescribed by the 
Air Force and means for achieving the best possible scheduling and phasing of 
production, 

(v) Shortages. From time to time, shortages and bottlenecks of various de- 
scriptions will come to the attention of the Committee. Shortages are likely to 
occur in raw materials and supplies, in skilled technicians and engineers, in man- 
power generally, and in toools and other production facilities. The Committee 
will consider and pass upon all such shortages as they arise. 

(vi) Spare parts. The Committee will study the capacity of the three prime 
contractors and their subcontractors for spare parts production and it will con- 
sider which contractors should be charged with the responsibility for providing 
spares, 

(vii) Subcontractors. It is the policy of the Air Force to broaden the procure- 
ment base and to spread subcontracting for the B-47 project among as many 
small business enterprises as can be done without unduly sacrificing time, 
quality or economy. The Committee will accordingly consider means whereby 
information about the requirements of the B-47 project can be widely dissemi- 
nated amongst potential subcontractors for the purpose of enabling them to 
obtain subcontracts. Liwewise, in cases where there is only one source of supply 
for a particular part, component or subassembly, the Committee will consider 
means for establishing secondary or additional sources of supply. Nevertheless, 
in the interests of standardization, interchangeability of parts, quality control, 
decreased costs and the proper scheduling and phasing of deliveries, it mas 
sometimes be necessary to provide for the use of common subcontractors, or for 
the supply of particular components or subassemblies by one of the prime con 
tractors to the other two. The use of commen subcontractors or suppliers will, 
however, be limited to cases in which: (a) the Committee with the concurrence 
of the Chairman, directs such use; (b) the Air Force directs such use or gives 
its approval to recommendations made by the Committee: or (c¢) the thre 
contractors deal with a common subcontractor or supplier in respect to small, 
noncritical items in the normal course of business and without any concerted 
action. 

(viii) Quality control, To insure high standards of quality, standardization 
and interchangeability, as set forth in seetion (iii), it will be necesary for the 
contractors and the Air Force to maintain constant inspection at the plants of 
the prime contractors and of certain subcontractors. The Committee according] 
wil! consider manufacturing and quality control methods and procedures, and 
to avoid confusion and needless duplication of effort, it may designate one 
of the prime contractors to supervise quality control and engineering changes 
in the plant of one or more subcontractors, 

3. Organization. a. The BAT Production Committee will consist of four mem 
bers :—the Air Force, Boeing Airplane Company, Douglas Aireraft Company, Ine. 
and the Lockheed Aircraft Corporation. Each member will have one repre 
sentative sitting on the Committee and an alternate to sit in his absence or dis 
ability. 

b. The Air Force representative on the Committee will devote his full time 
and attention to the affairs of the Committee, and he will act as Chairman. The 
alternate Air Force representative will be Deputy Chairman and will act as Chair- 
man in the event of the absence or disability of the Chairman. The Chairman 
will be Colonel Harley 8S. Jones, B-47 Field Project Officer, Directorate of Pro- 
curement and Industrial Planning, Air Matériel Command. The Deputy Chair- 
man will be Major John R. Medberry, Deputy B-47 Field Project Officer, Direc- 
torate of Procurement and Industrial Planning, Air Matériel Command. 
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ec. The representatives of Boeing, Douglas and Lockheed will be senior en 
ployees satisfactory to the Air Force. They will be empowered to commit their 
respective companies. 

4. Offices. The Committee will conduct its business in office space assigned 
to or under the control of the Air Force and located at Wichita, Kansas, or such 
other place as the Air Force may designate. 

5. Procedure. a. The Committee’s operations will be carried on under the 
direction of the Chairman, or in his absence the Deputy Chairman. Formal 
meetings of the Committee will be called and presided over only by the Chairman 
or the Deputy Chairman. An agenda of each such meeting will be prepared by 
the Chairman or Deputy Chairman and circulated among the members reasonably 
far in advance of the time set for the meeting. Full and complete minutes of 
every such meeting wil be kept under the direction of the Chairman or Deputy 
Chairman. 

b. It is recognized that the Committee will be a working, operating group, 
the members of which will occupy adjoining offices in the same building and 
will be in close contact with one another at all times. Due to the complex 
nature of the problems involved in the production of the B-47, it will be neces 
sury at times for some or all of the members of the Committee, or technical 
employees of the members of the Committee, to discuss B-47 production problems 
or to exchange technical information other than at formal Committee meetings 
Such exchanges or discussions of technical information will ordinarily take 
piace pursuant to action taken at a formal Committee meeting authorizing dis 
cussions or exchanges of information in relation to a particular problem in the 
production of the B-47. In the event that production problems or problems 
relating to the exchange of technical information arise outside a formal Com- 
mittee meeting, such problems may be discused informally and immediately, but 
no action shall be taken on such discussions unless approved at a formal Com- 
mittee meeting. The matters considered in such discussions shall be placed on 
the agenda and taken up at the next formal Committee meeting. 

6. Subcommittees. The Chairman may appoint such subcommittees as he 
may deem necessary or appropriate. Such subcommittees will consist of an Air 
Force representative as Chairman and one representative each of the three prime 
contractors. Subeommittees will follow the procedures provided in section 5 
for the Committee itself. Subcommittees will report back to the Committee 
with their recommendations. Action will be taken only by the Committee as 
provided in paragraph 2. 

7. Term. The Committee will continue in existence only so long as its opera 
tions are considered by the Air Force to be necessary to assure efficient produc 
tion of the B-47 and in no case beyond the termination of the last of the B-47 
prime production contracts. The exemption of Committee action from the anti 
trust laws under section 708 of the Defense Production Act shall not extend to 
action taken after the expiration of said section 70S. 

8. Additional members. If, during the life of the Committee, the Air Force 
lets any additional prime contracts for the production of the B-47, any new 
prime contractor will be entitled to representation on the Committee on a parity 
with Boeing, Douglas and Lockheed. 

(See. 708, 64 Stat. 818, 50 U. S. C. App. Sup. 2158; E. 0. 10200, Jan. 3, 1951, 16 
¥. R. 61.) 

MANLY FLEISCHMANN, 
Administrator. 


[F. R. Doe. 51—-10580; Filed, Aug. 29, 1951; 4:45 p. m.] 


Aveust 2, 1951. 
Hon. EMMANUEL CELLER, 
Chairman, Subcommittee on Study of Monopoly Power, 
Committee on the Judiciary, House of Representatives, 
Washington, D.C. 

My Drar Mr. ConcressMAN: I have followed with great interest the testimony 
which has been given before the Special Subcommittee on the Study of Monopoly 
Power in the course of its hearings on the monopoly aspects of the mobilization 
program. T consider that your committee and its counsel have thoroughly and 
fairly reviewed important elements of the mobilization program as they relate 
to the maintenance of competition, and that by the competence with which you 
have conducted your hearings you have made an outstanding contribution both 
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to the defense program and to the preservation of our system of competitive 
economy. 

You will recall that in the course of my testimony on June 11, 1951, I was asked 
to submit certain additional material and to amplify my answers to certain 
questions. In this letter, | should like to comply with your requests as well as 
to furnish additional facts which may be helpful to your in reviewing the testi- 
mony taken in the hearing. 

| have noted that in the course of your examination of Mr. Michael DiSalle, 
Director of the Office of Price Stabilization, your committee reviewed the extent 
to which voluntary agreements bearing upon pricing practices were entered 
into prior to January 26, 1951, the date of the issuance of the General Ceiling 
Price Regulation. As you know, only one pricing agreement, that in the steel 
industry, has been approved by the Attorney General under the provisions of 
section 708 of the Defense Production Act of 1950. 

During the period prior to the issuance of the January 26 regulation, this 
Division consulted with officials of OPS on the subject of the types of agree- 
ments which required statutory approval. In the course of those consultations, 
OPS wrote a letter to this Department, dated January 10, 1951, in which it pro- 
pounded certain questions on the subject. This Division replied to that letter 
on January 16, 1951, outlining procedures which properly should be followed by 
OVS in consniting with industry and pointing out situations requiring approval 
under section JOS. Copies of both letters are annexed. 

rhe letter of this Division was in addition to and followed oral advices given 
to OPS by attorneys in this Division on the subject of voluntary agreements in 
which the types of agreements which should be submitted to this Department 
for approval were carefully explained. 

Prior to the letter, in December 1950, the legal staff of OPS, under my direction 
as acting general counsel, issued a two-volume work, entitled “A Preliminary 
Analysis,” in which a detailed legal memorandum on the subject of voluntary 
agreements under the Defense Production Act of 1950 was included. ‘This 
memorandum carefully reviewed the statute, discussed the subjects which might 
be covered by such agreements in the light of the antitrust laws, outlined proce- 
dures for preparing the agreements and explained the steps which must be fol- 
lowed in securing approval of such agreements. 

Your committee also mace a number of inquiries of Mr. DiSalle on the subject 
of various pricing techniques which may serve to foster practices which will have 
an adverse effect upon competition. On that subject, this Division has con- 
ferred with OPS officials at frequent intervals since the issuance of the General 
Ceiling Price Regulation, with the purpose of urging that, in the issuance of 
ceiling price regulations, OVS should insure to the maximum extent possible 
that competitive conditions be maintained in American business. 

An early instance in which this Division objected to the form of a regulation 
was in the case of GC’’R Supplementary Regulation 5, Retail Prices for New 
and Used Automobiles, effective March 2, 1951, which used “the manufacturer's 
suggested list price’ as a pricing base for retail ceiling prices. This Division 
pointed out that it was deeply concerned by the issuance of this type of regula- 
tion since it would permit the use of a pricing technique which would encourage 
combinations and conspiracies in restraint of trade. This matter has been 
discussed wth OVS officials by Antitrust representatives on a number of occasions 
but the objectionable feature has not been eliminated from the regulation. 

Another instance of a similar nature arose in the pricing of petroleum products 
in which OPS consulted with this Division with the view of issuing a regulation 
which would make use of a “reference marketer” in each geographical area for 
the purpose of establishing ceiling prices. This Division objected to the issuance 
of such a regulation on the ground that it would serve as a Government-fostered 
program for fixing prices and destroying competition. The petroleum regula- 
tion as later issued did not relate prices to “reference marketers.” 

In the course of our efforts to insure that pricing techniques should not be 
used which may serve to stifle competition, this Division wrote a letter on June 
5, 1951, to Mr. DiSalle on the subject of pricing techniques. Particular objec- 
tionable practices discussed in that letter included the use of manufacturer's 
suggested list prices, the use of “blue books.” “red books,” “official used-car 
guides” and other manuals, the use of manufacturers’ or distributors’ catalogs, 
and the use of ceilings related to varying types of price leadership or State resale- 
price maintenance laws. <A copy of that letter is annexed. 

Since that letter, this Division has conferred with OPS on the various pricing 
techniques discussed in the letter as well as on other harmful pricing procedures, 
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including those raised in your hearings. It is the position of this Division that 
every possible step should be taken by OPS to avoid the use of pricing tech- 
niques Which will so rigidify the future price structure of an industry as to 
discourage competitive pricing or which will encourage groups within an in- 
dustry te combine for the purpose of fixing prices. 

I have also noted that your committee has examined closely into the manner 
in which industry advisory committees have been created and operated by various 
defense agencies. I am pleased that you have questioned witnesses on the 
extent to which their agencies have complied with the criteria and standards 
set forth in our letters of October 19, 1950, and of March 15, 1951. 

I wish to invite your attention to the fact that in our letter of March 15 
we urged that all defense departments and agencies exercising defense functions 
promulgate regulations conforming to our basic requirements, and suggested 
that conferences be held with us on the subject. As a result of this letter, many 
agencies have conferred with the Division and have revised their regulations to 
meet antitrust standards. 

In that connection, since Mr. John D. Small, Chairman of the Munitions Board, 
testified before your committee, the Munitions Board has completed the revision 
of its industry advisory committee regulations to conform to our criteria. To 
this date, the regulations of the National Production Authority and Defense 
Transport Administration, both of whose Administrators testified before your 
committee, have not been approved by this Division, although we have held a 
number of conferences with representatives of each of those agencies on the 
subject. 

In reviewing regulations, this Division has adhered to the standards set forth 
in our two letters mentioned above, and to those set forth in section 701 (b) Cii) 
of the Defense Production Act. 

As a further step to eliminate objectionable features in the operation of 
business advisory committees, the Attorney General on June 14, 1951, wrote to 
Mr. Charles E. Wilson, Director of the Office of Defense Mobilization, setting 
forth the views of this Department as to the manner in which such committees 
should function and pointing out the importance of insuring that these standards 
for the conduct of such committees should be scrupulously observed. Mr. Wilson 
forwarded this letter to all defense agencies. A copy of the letter to Mr. Wilson 
is annexed, 

It is the opinion of the Department and the Antitrust Division that the proper 
function of the Antitrust Division in the field of business advisory committees 
is to formulate criteria and standards for the operation of such committees, 
to assist in the promulgation of regulations governing their creation and opera- 
tion, to respond to inquiries concerning them and to observe their general 
operations. We believe that the fundamental objectives of the Antitrust Divi 
sion to preserve now and for the future our free competitive enterprise system 
can best be accomplished during the mobilization program if we proceed in that 
manner rather than by undertaking to police all operations of such committees. 

If all minutes were examined, such industry committees would undoubtedly 
take the position that the actions taken in the meeting were reviewed by the 
Antitrust Division and that, unless this Division were able to cause improper 
acts to be rescinded by the agency concerned or were to institute proceedings 
against the committee members, all such activities were approved by the Anti 
trust Division. Such a procedure would clearly involve a large number of investi- 
vations, including each doubtful and border-line instance, in order to negate this 
implied approval, and the effect would be to involve this Division in activities 
bevond those which it is qualified to undertake with its present resources. 

The same consideration is applicable to the suggestion that antitrust repre- 
sentatives attend meetings of industry advisory committees. The presence of 
our representatives would be accepted by industry as an endorsement of all 
acts which take place at the meeting not specifically condemned by such repre 
sentatives. Since the Antitrust Division has no veto power over other agencies 
and cannot require that objectionable actions be set aside, the result would be 
to create situations which would serve both to confuse industry committee mem 
bers and to affect the ability of the Antitrust Division successfully to prosecute 
litigation which may arise in whole or in any part from improper activities of 
such conmittees, 

In that connection. T should like to recommend a course of procedure which 
I think would not be subject to the objections which would exist if the Anti- 
trust Division shouid seek to police business advisory committee meetings and 
yet would reasonably insure that industry advisory committee operations be 
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conducted properly and in the public interest with the greatest possible safeguards 
to the free competitive system. 

It is the Division’s view that the Office of Defense Mobilization may properly 
utilize a special division within its organization vested with the function of 
insuring that all industry advisory committees operate in conformity with 
antitrust standards. Such a division could familiarize itself with the require- 
ments and safeguards for the conduct of such committees without difficulty, and 
could freely call upon the Antitrust Division for advice in insuring that com- 
mittee operations do not deviate from the established standards. It would 
be entirely appropriate for such a division to examine all minutes, to review 
ugenda, to determine that qualified Government chairmen conduct all meetings 
and to exercise a thorough and complete inspection of committee activities. 
Such a unit would be in a position to take immediate corrective action and to 
keep directors of the agencies concerned continually informed concerning com- 
mittee activities, Most important, the supervision of committee activities in 
this manner would not create a situation in which the Antitrust Division would 
be impeded or compromised in the conduct of litigation which may arise from 
ry touch upon such activities or in which industry committee members may 
onsider that their committee activities have been approved by this Division. 
The War Production Board followed a procedure somewhat similar to this during 
World War IT. 

The foregoing discussion has touched merely upon certain points which were 
vaised in testimony before your committee subsequent to Iny appearance on 
June 11 Of course, the activities of this Division have covered all aspects 
of the mobilization effort insofar as it affects our competitive economy, including 
frequent consultations with the various agencies in the promulgation of all 
types of regulations, in their procurement activities, in the field of voluntary 
agreements, in responding to inquiries on specific problems arising under the 
Defense Production Act and in the preparation of periodic reports to the 
resident and the Congress under section TOS (e) of the act. 

I have gone into some detail in reviewing the foregoing problems only to 
amplify my own testimony with reference to certain testimony which was civen 
after L testified before your committee in the hope that I could clarify the record 
and aid the committee in its deliberations on this important subject. 

In the course of my testimony, the committee requested that it be furnished 
a copy of a letter reflecting the policy of the Department of Justice with respect 
to industry advisory committees during World War II. Pursuant to this request, 
there is transmitted herewith a letter dated April 20, 1941, written by Mr. 
Justice Robert H. Jackson, the then Attorney General, to Mr. John Lord O'Brian, 
the then general counsel of the Office of Production Management. This letter 
set forth the policy of the Department of Justice respecting the operation of 
ndustry advisory committees and voluntary programs. 

During my testimony Mr. John Paul Stevens, associate counsel, inquired of 
me the extent to which, in our opinion, section TOS (b) of the Defense Production 
Act requires the Attorney General to approve specific acts which are performed 
pursuant to voluntary agreements and specific programs which have been previ- 
ously approved (hearings, pp. 198-200). As you can appreciate, a response to Mr, 
Stevens’ inquiry would require that this Department render a legal opinion te 
your committee, which we are not permitted by law to do. However, I am 
nformed that Mr. Stevens has discussed this matter further with Mr. Samuel 
KX. Abrams, of my staff, and I understand that Mr. Abrams has supplied facts 
concerning our operations under section 70S which have satisfactorily clarified 
the matters which gave rise to Mr. Stevens’ questions. 

An inquiry was made of me concerning the accuracy of the release dated 
June 5, 1951, by the Petroleum Administration for Defense, in which it was 
stated that the activities of the National Petroleum Council have the coneur- 
ence of the Attorney General (hearings, p. 217). The press release of the De 
partment of Interior on June 5, 1951, setting forth a directive of the Secretary of 
Interior to the National Petroleum Council was correct, and such directive had 
previously been approved by the Attorney General. 

The committee also asked our views with reference to the role of trade as- 
sociations under the defense Production Act (hearings, p. 214). I am enclosing 
wrewith copies of letters written by the Department of Justice on June 6, 1951, 
to the Joint Committee on Defense Production and on June 14, 1951, to the 
Senate Banking and Currency Committee. These letters set forth fully our 
views concerning the extent to which trade associations should be utilized by 
Government agencies in the performance of their defense functions. 


SUS61L--51——ser. 1, pt. 4-——60 
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Your committee further requested that the Antitrust Division look into 
certain industry advisory committee activities of the Defense Transport Admin 
istration. The matters raised by yeur committee in the course of my testimon) 
were subsequently discussed by representatives of this Division with DTA 
officials, and, later, Mr. Francis A. Silver, general counsel of DTA. wrote a letter 
to this Division, dated July 16, 1951, whieh contained substantially the same 
information as the prepared statement of Mr. James K. Knudson, Defense Trans 
port Administrator, which Mr. Knudson read to your committee on July 26, 1951 

As you know, Mr. Knudson referred in his testimony to the submission to this 
Division on February 12, 1951, of DTA’s regulations covering industry advisory 
committees. Following this submission, these regulations became the subject 
of discussions between representatives of DTA and of this Division. The Divi 
sion pointed out that the regulations deviated in material respects from the 
standards for industry advisory committees which appeared in our letter of 
October 19, 1950, to defense agencies. Representatives of DTA then requested 
an opportunity to submit to us additional! facts relating to the nature of DTA’s 
proposed industry advisory committee operations. These facts were submitted 
by the letter of July 16, 1951, referred to above. On July 25, 1951, | wrote to 
the general counsel of DTA to state that, in our opinion, the facts submitted by 
him did not justify deviation from the antitrust criteria formulated by this 
Department in the letter of October 19, 1950, as amplified by our letter of 
Mareh 15, 1951. A copy of our letter of July 25 to Mr. Silver is annexed, 

I consider that careful adherence on the part of the Defense Transport 
Administration and other defense agencies to the letter and spirit of our for 
mulated standards will serve to safeguard against the type of activities which 
you referred to in the course of my June 11 testimony. 

I trust that the facts and material which I have submitted herein will be 
helpful to the committee. If you desire further information from me on this 
subject, please feel free to call on me. 

Sincerely yours, 
H. G. Morison, 
Assistant Attorney General. 


ECONOMIC STABILIZATION AGENCY, 
Washington, D. C., January 10, 1951 
The honorable the ATTORNEY GENERAL, 
Washington 25, D. C. 


My Drar Mr. ArtorNty GENERAL: As you know, this Agency is authorized 
under the Defense Production Act of 1950, to consult with representatives of 
industry, business and other interests with a view to obtaining voluntary agree 
ments and programs to stabilize prices and wages. It is our intention, of 
course, in accordance with section 708 of the act, to submit for your approva 
any voluntary agreements prior to the time that such agreements are put into 
effect. Moreover, in organizing industry advisory committees, we shall be 
gnided by the criteria and procedure set forth in the letter of November 7, 1950, 
from Mr. Peyton Ford to Mr. Valentine. 

However, in taking action of a preliminary and exploratory nature, repre 
sentatives of industries have been invited by the Agency to discuss preliminarils 
with our representatives various price factors in their respective industries, 
including cost background, cost trends, price structures, price movements, need 
for price controls, and similar matters. The agendas of such meetings are pre- 
pared by this Agency, and an official of this Agency acts as chairman. It is 
essential, of course, to engage in these exploratory discussions in order to elicit 
the necessary data for action by this Agency. In some instances meetings wil! 
be held with a few selected members of an industry, particularly when they are 
the only ones who contemplate price rises, while in other instances most or all 
segments of the industry will be represented. It is our view that such prelimi 
nary discussions of price problems, and expressions of willingness to abide by 
voluntary agreements stabilizing prices which may be entered into, are not 
within the scope of the antitrust laws. However, our inability to furnish 
authoritative assurances to that effect is hindering us in obtaining the coopera 
tion necessary to effectuate our program, 

Secondly, in view of the urgent needs of the present emergency, situations will 
arise which call for immediate action to prevent imminent price rises. It will! 
be necessary to issue telegrams to members of industry requesting each of them 
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not to raise prices, or to notify this Ageney a specified period in advance of any 
rises. In other instances, when members of an industry are present at a meet- 
ing called by this Agency, commitments will have to be obtained from each of 
them that they will “hold the line” on prices, at least until we have an opportun- 
ity to collect and analyze appropriate data. The danger to our economy if we 
do not have access to this summary procedure is manifest 

It is probable that situations of this kind will arise frequently during the next 
few weeks. We believe it would be in the national interest and in accordance 
with the spirit of the Defense Production Act if we were in a position to assure 
industry members that their full and frank discussions of prices within the con 
fines of our agenda and meetings, and their commitments to hold prices at our 
request pending study by this Agency, will not, in and of themselves, render 
participants liable under the antitrust laws. 

You will appreciate the need for an early expression of your views on thes 
two problems in view of the fact that daily industry ineetings are being scheduled 

Very truly yours. 
FRANCIS P. WHITEHATR, 
General Counsel 


DEPARTMENT OF JUSTICE, 
Washington, D. C., January 16. 1957. 
Francis P. Wurrenarr, Esq., 
General Counsel, Hceonomtc stabilization Agency, Washington 25, D.C. 

Dear Mr. WuitenHair: This acknowledues your letter, reference OA-L, in 
which you inquired concerning the antitrust considerations of certain activities 
on your part relating to price stabilization under the Defense Production Act of 
1950. 

It was pointed out in your letter that the Agency, in taking action of a pre- 
liminary and exploratory nature, bas invited industry representatives to con 
sult with it on the subject of pricing problems in their respective industries as 
an essential step in eliciting necessary data for action by the Agency. You further 
pointed out that the needs of the present emergency are such that it will become 
necessary to issue telegrams to members of the industry requesting pricing Ccom- 
mitments and, in other instances, to obtain temporary “hold the line” pricing 
commitments during the course of meetings called by your Agency, You alse 
stated that the agenda of your meetings with industry are prepared by your 
Agency, and that an official of the Agency acts as chairman. 

We consider that you are authorized by the act to consult with industry rep- 
resentatives with the purpose of securing data which you consider to be neces 
sary in order to formulate regulations and orders relating to price controls, and 
that such consultation would not constitute a violation of the antitrust laws on 
the part of industry participants. 

The issuance of communications to members of industry requesting certain 
pricing action on the part of industry members is also considered to be entirely 
proper so long as such communications do not constitute a request for a voluntary 
agreement under section TOS of the act. Thus, if the Agency initially dispatches 
such communications without prior consultation with industry and with the 
view of obtaining an individual commitment from each member, or, if, after a 
meeting in which preliminary data have been secured and no agreement has been 
sought or reached, the Agency subsequently determines to send such communica- 
tions, the action is not deemed to be a voluntary agreement. 

In your letter, at both paragraphs 2 and 3, you referred to expressions of will- 
ingness on the part of industry representatives at meetings with the Agency 
to abide by voluntary agreements relating to prices. As described by you, such 
agreements appear to constitute voluntary agreements under section TO8 of the 
act. Such agreements would, of course, be subject to the requirements of sections 
708 (b) and (c) of the act, including consultation with the Attorney General and 
the Chairman of the Federal Trade Commission, and approval by the Attorney 
General. 

In consulting with industry, vou should be guided by the criteria and procedure 
set forth in our letter to Mr. Valentine, dated November 7, 1950, and it is our 
understanding that vou have carefully proceeded under that letter. 

Many situations arising under the act must be decided on their particular 
facts which will determine the requirements of law which must be met. We shall 
be pleased to confer with you on any such cases, 
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We appreciate the many problems with which you will be confronted during 
this period, and you may be assured that we wish to render maximum assistance 
to you in accomplishing the objectives of the act. 

Sincerely yours, 
H. G. Moxison, 
Assistant Attorney General. 


DEPARTMENT OF JUSTICE, 
Washington, D. C., June 5, 1951. 


Hon. MicHaex V. DISALLr, 
Director, Office of Price Stabilization, 
Washington 25, D. C. 

My Dear Mr. DiSatite: This Department is deeply interested that the Office 
of Price Stabilization, in the issuance of ceiling price regulations, insure to the 
maximum extent possible that competitive conditions be maintained in American 
business, and that those regulations will not serve as a vehicle for creating 
restraints of trade or promoting concentration of economic power. That the 
preservation of our competitive system of enterprise is a primary aim of the 
Defense Production Act of 1950 is set forth both in the declaration of policy of 
the act (sec. 2) and in the declaration of the intent of Congress with reference 
to the administration of price and wage controls (sec. 401). 

As you know, we have reviewed with your representatives the terms and 
conditions of a number of ceiling price regulations which have already been 
issued, and members of your staff have also discussed with us the proposed 
provisions of regulations to be issued in the future. Pascd upon our relationships 
with your agency, we ure certain that you are as concerned as are we in pre 
serving our system of free enterprise and that you are anxious that your regula- 
tions do not foster the growth of monopolistic power. 

We are especially anxious that, in the formulation of ceiling prices for particu- 
lar industries, you do not adopt pricing techniques which will serve either 
to encourage groups within an industry to combine for the purpose of fixing 
prices cr to rigidify the future price structure of an industry in such manner 
as to discourage competitive pricing. We are fully aware of the administrative 
problems with which you are confronted in establishing price ceilings, both 
from the standpoint of their formulation and their enforcement. However, 
we feel that your regulations will reflect the purpose of the act to preserve our 
system of free enterprise if thorough consideration and study are given to the 
alternatives available to you in the preparation of each regulation. 

Thus, we have noted that in certain cases ceiling prices are to be determined 
by reference to privately published guides, such as Blue Books, Red Books, Offi- 
cial Used Car Guides or other manuals (GCPR supplemental regulation 5, as 
amended). We have previously discussed with you our objections to the use 
of the “manufacturer’s suggested list prices,” which appeared in the same regu 
lation. In the same connection, your representatives have discussed with us 
their plans to issue regulations which will establish retail or wholesale ceiling 
prices by reference to manufacturers’ or distributors’ catalogs. 

We consider that all of such practices constitute positive deterrents to compe 
tition and that they create opportunities for conspiracies and combinations in 
restraint of trade. Investigations conducted by us in the past and those which we 
now have under way have made it plain that such pricing techniques are devices 
frequently used for the violation of the antitrust laws. We would consider it 
particularly unfortunate if such pricing techniques are given the blessing of « 
governmental administrative body. 

We also consider that competition will be adversely affected by the use of 
ceilings which are related to varying types of price leadership or to State resale 
price maintenance laws. As you know, the Department of Justice has consist- 
ently opposed such methods of pricing, and we feel that other means of establish- 
ing ceilings can be utilized which will accomplish your purpose equally well. 

The situations which we have discussed are examples used simply to outline 
the nature of the problem. In our opinion, the entire field of pricing techniques 
is one which should be under continuing study as regulations are formulated, 

We shall be pleased to meet with you to discuss the over-all problem, and to 
assist you in every way possible to work out solutions to specific cases as they 
arise. 

Sincerely yours, 
H. G. Morison, 
Assistant Attorney General, 
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OFFICE OF THE ATTORNEY GENERAL, 
Washington, D. C., June 14, 1951. 
Hon, CHARLES E. WILSON, 
Director, Office of Defense Mobilization, 
Washington, D. C. 

My Drar Mr. Wirtson: Pursuant to the directives of the President dated Sep- 
tember 28 and December 20, 1950, the Department of Justice has been engaged 
in consultations with executive agencies charged with defense responsibilities in 
order to minimize the dangers to our competitive economy that may result from 
activities carried on in the course of mobilization. Through these consultations 
and through the examination of specific situations called to our attention by 
members of industry participating in the defense program, I have become greatly 
concerned with the manner in which business advisory committee activities have 
been conducted by these agencies. 

In enacting the Defense Production Act of 1950, the Congress established a 
means whereby the President may secure the advice of industry in the formula 
tion of rules, regulations, or orders, or amendments thereto issued under the 
authority of this act. Section 701 (b) (ii) specifically provides for the ap- 
pointment of such business advisory committees as shall be appropriate for this 
purpose and establishes certain requirements as to representation in their 
ormation 

As you know, this Department has on October 19, 1950, directed letters to 
these agencies setting forth the minimum antitrust safeguards which we consider 
essential to the conduct of such committees. In our letter we set forth certain 
requirements which should be observed in the operation of these committees, 
including Government initiated and formulated agenda, full-time Government 
committee chairmen, full and complete minutes of each meeting and a require- 
ment that the function of such committees is to be purely advisory. A copy of 
our letter is annexed. 

I consider that, in the main, a serious and conscientious effort has been made 
on the part of these agencies te conduct their business advisory committee activi- 
ties in accordance with our basic criteria. However, it appears that certain 
practices have been carried) on which may result in antitrust problems of a 
serious nature. On March 15, 1951, this Department wrote these agencies 
advising them of improper practices of committees that had been brought to our 
attention. We pointed out in that letter that our information indicated that 
committees had met without the benefit of Government chairmen, that Government 
representatives on committees lacked proper qualifications, agenda had been 
prepared and meetings had been called by industry rather than the agency 
concerned, subcommittees and other groups had not adhered to the requirements 
established for industry advisory committees, the requirements f representation 
set forth in section 701 (b) (ii) of the act had not heen me Wl many of 1! 
committees had exercised functions and made decisions which properly should 
reside exclusively in Government officials. We suggested thet each ageney 
promulgate regulations conforming to our basie requirements as well as the 
requirements of the act and suggested that we would be pleased to consult with 
these agencies with respect to specific problems which may arise under their 
program. However, since that time it does not appear that these objectionable 
features have been entirely corrected. 

Business advisory committees, in our opinion, have the sole function of giving 
advice and making recommendations to the Government when requested to do 
so. Their decision should not be substituted for that of the Government and they 
should not serve as a vehicle for gathering information from the industry. An 
agency of the Government seeking factual information concerning a_ specific 
field or industry has available to it adequate procedures for gathering, comp!!ing, 
and evaluating such data. To cloak a private individual or a group thereof with 
the authority to request vital trade information from competitors or companies in 
related fields is repugnant to our system of competitive enterprise. Equally 
disturbing is the fact that such private groups may utilize their committee 
members to require competitors to yield up information which is sought for 
private, and not for Government usage, 

There can be no doubt that business advisory committees, when properly 
conducted, can perform an extremely valuable function in advising and making 
recommendations to Government officials. It is this very value of such committees 
which makes it indispensable that standards for their conduct should be scrupu- 
lously observed. Unless this is done, on the one hand, the committees will not 
serve their purpose, and, on the other hand, many business enterprises will refuse 
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to participate for fear that they may become a party to violation of the 
antitrust laws. 

I am writing this letter to you since I know that you are keenly interested in 
the proper and successful operation of business advisory committees in the 
various defense agencies. In view of the significance of these basic problems, I 
believe a revaluation by such agencies of their activities in connection with 
business advisory committees may be warranted, 

Sincerely yours, 
J. Howarp MoGratH, 
Attorney General. 


For immediate release, Tuesday, April 29, 1941 
DEPARTMENT OF JUSTICI 


Attorney General Robert H. Jackson today announced the policy to be fol- 
lowed by the Department of Justice in applying the antitrust laws to activities 
under the national defense program. 

The policy was outlined in identical letters sent by the Attorney General 
today to Mr. John Lord O'Brian, general counsel of the Office of Production 
Management, and Mr. Leon Henderson, Administrator, Office of Price Admin- 
istration and Civilian Supply. 

Full text of the letter follows: 

Aprit. 29, 1941. 
JouNn Lorp O'Brian, Esq., 
General Counsel, Office of Production Management. 
Washington, D.C. 

Dear JOHN: The marshaling of the Nation’s industrial assets for a maximum 
production effort in the national defense will doubtless require the allocation 
of orders, the curtailment of some kinds of production so as to increase produc- 
tion in defense fields, and the establishment of priorities and price ceilings. 
Furthermore, many of these steps must necessarily affect the production of 
goods used to satisfy our normal needs, as well as the production of materials 
and implements used directly in our defense effort. 

Some of these acts if accomplished by private contract or arrangement within 
an industry and carried on for private advantage would probably constitute 
violations of the antitrust laws. On the other hand, it is obvious that in the 
present emergency acts performed by industry under the direction of public 
authority, and designed to promote public interest and not to achieve private ends, 
do not constitute violations of the antitrust laws. In these circumstances, the 
Department of Justice recognizes that business interests which are asked to 
comply with public plans for increasing production and preventing inflation are 
entitled to the cooperation of agencies of the Government in eliminating any 
uncertainties which may exist as to the application of the antitrust laws to 
their activities. 

Accordingly, this Department has formulated a policy which it proposes to 
follow in its relations with the Office of Production Management and the Office 
of Price Administration and Civilian Supply and with all industries or con- 
trators acting in compliance with the orders or requests of either of these 
organizations. The important points of this policy are: 

Meetings of the industry with the Office of Production Management and the 
Office of Price Administration and Civilian Supply or their representatives are 
not illegal. Industrial committees may be formed at the request of the Office 
of Production Management or the Office of Price Administration and Civilian 
Supply, to work with representatives of such offices on problems involving 
defense, There will be nothing unlawful in the industry cooperating in the 
selection of its representatives or in selecting members for committees, or in 
the activities of such committees provided they are kept within the scope of 
this letter. 

Questions as to whether there is need for such a committee, and if so, how 
it shall be chosen, and by whom constituted, shall be the sole responsibility 
of the Office of Production Management or the Office of Price Administration and 
Civilian Supply. This Department will not participate in these decisions beyond 
the suggestion now made that any such committee should be generally repre 
sentative of the entire industry and satisfactory to the Office of Production 
Management or the Office of Price Administration and Civilian Supply. 

Each industry committee shall confine itself to collecting and analyzing infor 
mition and making recommendations to the Office of Production Management 
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or the Oflice of Price Administration and Civilian Supply, and shall not under- 
take to determine policies for the industry, nor shall it attempt to compel or to 
coerce ally one to comply with any request or order made by a public authority. 

All requests for action on the part of any unit of an industry shall be made 
to such unit by the Office of Production Management or the Office of Price 
Administration and Civilian Supply and not by the industry committee. That 
is to Say, the function of determining what steps should be taken in the public 
interest should in each case be exercised by the public authority which may 
seek the individuals or collective advice of the industry. But the determination 
shall not be made by the industry itself or by its representatives. 

Requests for action within a given field, such as the field of allocation of orders, 
shall be made only after the general character of the action has been cleared 
with the Department of Justice. If the general plan is approved, thereafter 
each request for specific action in carrying out such plan shall be made in writing 
and shall be approved by the office of the general counsel of the Office of Pro- 
duction Management or the office of the General Counsel of the Office of Price 
Administration and Civilian Supply, but need not be submitted to the Depart- 
ment of Justice. In the case of any change in the personnel of such offices or 
if serious practical difficulties arise, this latter arrangement may be revoked 
upon notice from me. 

Acts done in compliance with the specific requests made by the Office of Pro- 
duction Management or the Office of Price Administration and Civilian Supply 
and approved by their general counsel in accordance with the procedure described 
in this letter will not be viewed by the Department of Justice as constituting 
a violation of the antitrust laws and no prosecutions will be instituted for acts 
performed in good faith and within the fair intendment of instructions given 
by the Office of Production Management or the Office of Price Administration and 
Civilian Supply pursuant to this procedure. 

In the case of all plans or procedure, however, the Department reserves com 
plete freedom to institute civil actions to enjoin the continuing of acts or prae 
tices found not to be in the public interest and persisted in after notice to desist. 

With kind personal regards, 

Sincerely, 
Rosert H. Jackson, Attorney General. 


DEPARTMENT OF JUSTICE, 
Orrick OF THE Deputy ATTORNEY GENERAI 
Washinaton, June 6, 1951 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 

My Dear Senator: Further reference is made to your letter of May 8, 1951, 
to the Attorney General, in which you enclosed a copy of a letter to the Office 
of Price Stabilization and to the National Production Authority relating to in- 
dustry advisory groups. In your letter to us, you requested any comments we 
might care to make in respect of the questions which you presented to the Office 
of Price Stabilization and the National Production Authority. 

Subsequent to the enactment of the Defense Production Act, this Department 
formulated and issued to departments and agencies charged with defense fune- 
tions minimum requirements for the organization and operation of industry 
advisory committees. The letter containing these requirements, a copy of which 
is attached hereto, set forth certain minimum antitrust standards to be observed 
in the establishment and operation of advisory groups. Generally, these require- 
ments are that the agenda for committee meetings must be initiated and formnu- 
lated by the Government, that meetings must be called by and under the chair- 
manship of full-time Government officials, that full and complete minutes of each 
meeting must be kept, and that the committees’ functions must be purely advisory. 

Subsequent to the issuance of this letter, it tame to our attention that some of 
the defense mobilization agencies were permitting practices with regard to ad 
visory committees which were inconsistent with the terms of our letter. Ae 
cordingly, on March 15, 1951, in a letter from Mr. H. G. Morison. Assistant 
Attorney General, Antitrust Division, to defense mobilization officials, this 
Department called attention to these improper practices and requested that 
steps be taken to make industry advisory committee procedures comply with 
the Department's criteria A copy of this letter is also attached Since that 
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time, the Antitrust Division has been devoting attention to obtaining the issuance 
by mobilization agencies of regulations which conform to the basic requirements 
of section TOL (b) (ii) of the Defense Production Act and of our letter, 

In the course of considering the general problem of the effective utilization of 
industry advisory groups, we have also given careful attention to the proper 
place which trade association executives should occupy in connection with the 
exercise of the powers granted under the Defense Production Act. 

In our opinion, the question whether trade association executives should 
participate in the activities of industry advisory groups, either as members or 
observers, should be resolved in the light of the purpose for which such com 
mittees are used. The purpose of industry advisory groups is to supply respon 
sible Government officials with advice and recommendations, and that purpose 
appears to be clearly set forth in the Defense Production Act (sections 404, 
7O1l (b) (ii)). In other words, committee activities are solely aimed at assisting 
Government representatives to perform their governmental responsibilities, 

In this concept of the function of advisory committees, it seems clear that the 
qualification for membership on such a committee tiust be that the member is 
actively engaged in the industry concerned. Thus, the fact that a prospective 
member is also an officer of a trade association in no way disqualifies him for 
membership, so long as he is actively enzaged in the industry. 

We appreciate the fact that trade associations may render valuable and bene- 
ficial services to the business community and to their members. However, in 
approximately 30 percent of the cases which this Department has filed under 
the antitrust laws since July 1, 1948, trade associations and trade association 
executives were named as defendants. These cases reveal that, within the 
organizational framework of trade associations and by virtue of the activities of 
trade association executives, programs can be carried out which have illegal 
objectives or which involve illegal methods. 

In our view, if trade association executives are permitted to take part ir 
industry advisory committee activities, either as members or observers, they ma) 
be in a position to create an atmosphere in which the interests of special groups, 
rather than those of the public, would become paramount. 

Further, it is our belief that those Government officials charged with defense 
mobilization functions should properly obtain such industry information as is 
required for the operation of our defense program through direct consultatior 
With executives of industry or from such trade associations as may have th: 
information rather than through the participation of the latter in industry 
advisory Committees. 

Yours sincerely, 
Pryron For, 
Deputy Attorney General, 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE DEPUTY ATTORNEY GENERAL, 
Washington, June 14, 1957. 
Hon. Burnet R. MAYBANK, 
Chairman, Senate Banking and Currency Commitee, 
United States Senate, Washington, D. C. 

My Dear Senator: This letter has reference to and supplements our letter of 
June 6, 1951, to the Joint Committee on Defense Production, Which related to 
business advisory committees and trade association executives under the Defense 
Production Act of 1950. 

We have examined the statement of Mr. George P. Lamb before the Senate 
Ranking and Currency Committee, on June 6, 1951, recommending that section 
701 (b) (ii) of the Defense Production Act be amended to authorize specifically 
the appointment to each business advisory committee without expense to the 
Government of “a secretary and/or counsel who may, if not a member of the 
committee, attend all meetings of such committee, but without vote; * * * 

This Department considers that the suggested amendment would not be in the 
public interest and would be contrary to the purposes of the act. One of the 
stated purposes of this amendment is to permit the anpointment of miid trade 
association executives as secretaries or counsel to advisory committees. The 
suggested duties of such secretaries or counsel would include obtaining trans 
portation and hotel reservations for committee members, sending ont notices 
of meetings, preparing and circulating minutes of meetings, and supplying com- 
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mittee members with statistical information and know-how in connection with the 
industries concerned. Another stated purpose of the amendment is to permit 
committee members to have the assistance of counsel of their own choosing in 
their “dealings” with the Government in the course of serving on advisory 
committees, 

Under section 701 (b) (ii) of the act as it is at present, business advisory 
committees need not include persons who serve as executives of trade associations 
and who are not actively engaged in the industry concerned. The decision as to 
whether trade association representatives are to be included as members of 
advisory cominittees has been left to the discretion of the President and those 
to whom he has delegated defense mobilization functions. In our opinion, the 
present statute appropriately meets the problem of committee membership. 

The National Production Authority, the Office of Price Stabilization, and other 
defense agencies have excluded paid representatives of trade associations who 
are not themselves active members of the industries concerned from participation 
in committee activities. Further, privately employed counsel of committee 
members bave also been excluded from committee meetings. This action has 
been based upon the concept—as set forth in our June 6, 1951, letter—that the 
proper function of business advisory committees is to give advice and make 
recommendations, but not to make decisions which properly should be made by 
the Government. 

The entire notion of appointing a secretary and counsel for advisory committees 
is directed toward making committees self-contained entities. This is completely 
at variance with the concept of the committee function of advising Government 
officials when they request advice. To appoint a paid member of a trade asso- 
ciation who is not a responsible Government official and who is not an active 
member of the industry concerned to perform these functions for committees 
would give each such committee a separate status with an accompanying lack 
of responsibility to the Government, which is not contemplated to further the 
purpose which such committees should serve. Further, the idea of a committee 
counsel who is not a Government official is completely violative of the statutory 
concept of the role of committees. 

In our view, it necessarily follows from the foregoing concept of the proper 
role of industry advisory committees and from our letter of June 6, 1051, that 
no rights of trade association executives or business advisory committee members 
would be impaired by leaving section 70L (b) (ii) unchanged. 

Yours sincerely, 
PEYTON For, 
Deputy Attorney General 


DEPARTMENT OF JUSTICE, 
Washington, D. C., July 25, 1951 
Francis A. SILver, Esq., 
General Counsel, Defense Transport Administration, 
Washington 25. D.C. 

DEAR MR. SiLver: Reference is made to your letter of July 16, 1951, concerning 
the creation and operation of industry advisory committees by the Defense 
Transport Administration. 

In February 1951 you transmitted to us for our consideration copies of L/TA’s 
regulations governing industry advisory committees. As you know, these regula- 
tions have since been the subject of discussions between representatives of DTA 
and of the Antitrust Division. In the course of those discussions, we explained 
that operations under the regulations as submitted would be inconsistent, in 
certain respects, with the standards set forth in our October 19, 1950, letter to 
defense mobilization officials and amplified in our March 15, 1951, letter. Subse 
quently, in your letter of July 16, 1951, you submitted additional facts for our 
consideration in the review of your regulations. 

In our view, the deviations from the standards formulated by this Department 
Which appear in your regulations are not warranted by the facts submitted in 
your July 16 letter. Accordingly, we consider that DTA’s regulations should 
comply with the criteria set forth in our letters referred to above. 

We appreciate your cooperation in submitting your regulations to us, and we 
Shall be pleased to continue to assist you in any way in which we may be of 
service. 

Sincerely yours, 
H. G. Mortson, 
Assistant Attorney General. 
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MUNITIONS Boar, 
Washington 25, D. C., June 6, 1951. 
Munitions Board Order No. 51-58. 
Subject: Operating procedures for Munitions Board industry advisory com- 
mittees and subcommittees. 

1. The attached revised operating procedures for Munitions Board Industry 
advisory committees and subcommittees are approved. These procedures are 
divided into two parts: (1) general information on and procedures for industry 
advisory commitees and subcommittees; (2) detailed procedures for establishing, 
operating, and dissolving such groups. Part I will be furnished separately to 
individual participants on industry advisory groups, so that industry repre- 
sentatives need not be burdened with the internal Munitions Board staff 
procedures. 

2. It is mandatory that these procedures be followed, in order to meet the 
requirements of the Department of Justice for the proper operation of industry 
advisory groups. 

3. Revised operating procedures for Munitions Board joint and interdepart- 
mental committees, councils, and agencies will be issued in the near future as 
a supplement to this order. 

!. This order supersedes Parts I and II of Munitions Board Order No, 51-1, 
dated July 13, 1950; and three amendments—51-1/1, dated November 21, 1950, 
51-1/2, and 51-1/3, dated December 21, 1950. 

H. K. Crark, hrecutive Vice Chairman. 

Eenclosure-—Procedures. 


OPERATING PROCEDURES FOR MUNITIONS BOARD COMMITTEES, 
COUNCILS, AND AGENCIES 


Part I. GENERAL INFORMATION ON AND PROCEDURES FOR MUNITIONS Boarp 
INDUSTRY ADVISORY (COMMITTEES AND SUBCOMMITTEES 


1. Purpose 
Munitions Board Industry Advisory Committees, subcommittees, task com- 


mittees or other special working groups assist the Board, where necessary, 
in discharging its responsibilities as described in Public Laws 520, 79th Congress 
(acquisition of stocks of strategic and critical materials for national defense 
purposes) ; S83, SOth Congress (retention and maintenance of a national reserve 
of industrial productive capacity) ; 253, SOth Congress (National Security Act 
of 1947); 216, Sist Congress (1949 Amendments to National Security Act of 
1947), and delegations and directives from the Secretary of Defense. These 
committees, Which are advisory in character, study the various problems pre- 
sented to them with respect to the military aspects of industrial mobilization 
planning, procurement planning, stockpiling of critical and strategic materials, 
and other phases of military preparedness, and make recommendations to the 
Board. They have no responsibility for policy determination, decision making, 
or administration. 


2. Representation 

a. Representation on a Munitions Board Industry Advisory Committee will be 
determined by the Munitions Board Office requesting its establishment, co- 
ordinated with other interested elements of the Department of Defense and 
Government Agencies, and approved by the appropriate Munitions Board Vice 
Chairman. In addition, proposed representation on all industry committees 
concerned wtih stockpiling will be coordinated with the Department of the 
Interior. If practicable, one-third of the membership of each committee will 
be changed each year. 

b. Membership will be selected in terms of business enterprises or companies. 
Membership selection will provide for fair representation of independent small, 
medium, and large business enterprises: for different geographical areas: for 
different segments of an industry; and for trade association members and non- 
members. The individual participants on a Munitions Board industry advisory 
committee or subcommittee will serve as the representative of the member 
company or business enterprise. 

8. Subcommittees and task groups 

Subcommittees, task groups, or other special working groups may be organized 

to assist the parent committee They will operate under and be guided by 
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the same rules as the parent committee and will be afforded the same ad- 
ministrative assistance. 
5. Selection of officers 

a. Government Chairman.—The Chairman of each committee and subcommittee 
will be a government representative designated by the Munitions Board. 

b. Industry Coordinator.—Each committee may have an Industry coordinator. 
He will be appointed by the Government Chairman. 

ce. Deputy Government Chairman.—When the Chairman cannot be present, he 
will designate a qualified Government representative as deputy chairman on 
either a full-time or temporary basis. 

d. Liaison Representative.—The Government Ghairman may appoint a Muni- 
tions Board liaison representative to assist with administrative matters. 

5. Duties of committee officers 

a. Government Chairman.—-The Chairman, as the steering member, is re 
sponsible for guiding the committee in accordance with policies, rules, and re 
lations set forth by the Munitions Board. In addition, the chairman will be 
responsible for: 

(1) Recommending the agenda of meetings and submitting it to the Muni- 
tions Board liaison representative in sufficient time to have it approved 
duplicated, and distributed to industry representatives reasonably in advance 
of meetings. 

(2) Reviewing the committee’s minutes for accuracy of policy and tech- 
nical information contained in them, Within three working days of thei 
delivery to the Government Chairman, minutes will be returned to the Office 
of Administrative Management for duplication and distribution to the Com- 
mittee. Minutes will not be circulated among any of the industry represen- 
tatives or other Government Agencies until they are in published form, 

(3) Presiding at meetings. 

(4) Recommending to the Office of Administrative Management the ap- 
pointment of additional members to a committee or subcommittee, or the 
replaceent of inactive members. 

(5) Recommending to the Office of Administrative Management the ap 
pointment of subcommittees needed to carry out specific work assignments, 
and delegating individual responsibility for proinpt accomplishment of these 
assignments 

(6) Obtaining technical advice and assistance related to the Committee's 
work from Government agencies or industry, trade, and technical organiza- 
tions. 

(7) After an Industry Advisory Committee meeting, advise the Board: 

(a) By preparing a brief report on those items for which no Board 
action will be required. 

(b) By preparing (as an agenda item or a staff report) a list of those 
items which may now or in the future require action by the Munitions 
Board, based upon recommendations made by the Industry Advisory 
Committee or Subcommittee. 

(c) By arranging to bring before the Munitions Board, in the form 
of a Munitions Board meeting agenda item, information on (1) the 
completion of a committee report, (2) recommendations by his com 
mittee, or (8) when considered appropriate, reasons tor undue delays in 
obtaining results, or significant changes in membership. Copies of sll 
such reports and agenda items will be furnished the Office of Administra- 
tive Management. 

b. Deputy Government Chairman.—-In the absence of the Chairman, the 
Deputy Chairman will act in his place, and adhere to the same procedures as 
the Chairman. 

c. Industry Coordinator.—The Industry Coordinator shall be a representative 
of industry with special qualifications in the technical problems of the particular 
industry or field in which the Committee is concerned. The Government Chair- 
man may call upon the Industry Coordinator to lead discussions of technical 
problems or subjects in meetings of the Committee, provided that such discus 
sions take place in the presence, and under the control of, the Government Chair- 
man or Deputy Chairman. 


wy 
Fil 


6. Duties and responsibilities of industry representatives 

a. To give the Munitions Board the greatest benefit of their advice and think- 
ing, industry representatives should try to attend meetings regularly Alternates 
may be appointed to parent industry advisory committees and may attend meet 
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ings with their principals, unless otherwise directed by the Chairman, When 
the principal industry representative cannot attend a scheduled meeting, he 
should arrange for a qualified alternate to represent him and also notify the 
Chairman in advance of the conference. 

b. Industry representatives are expected to serve as spokesmen for their re- 
spective industries. It is essential that industry-wide opinions be expressed at 
all times, as well as the individual views of committee members. Where a par- 
ticular problem concerns a segment of industry not specifically represented on 
the committee, an opportunity should be given to representatives of that segment 
to express their views. 

c. Committee members and their representatives will not, at any time, use 
their official position on a Munitions Board Industry Advisory group as a means 
for obtaining information or data from other Government or non-Government 
sources, Moreover, columittee Members and their representatives will not use 
official Munitions Board letterhead stationery or have printed, at their own cost, 
any stationery bearing cither the Munitions Board or the Committee’s name as 
its letterhead. Any and all requirements for information, data, etc. will be 
directed to the Government Chairman and made through his official auspices 


Y. Mectings 

a. Quorum.—No meeting will proceed without a quorum, which will consist of 
60 percent of the committee membership. 

b. Voting.—Each member will have one vote. Both majority and minority 
opinions will be submitted to the Board. 

c. Rules Governing Conduct of Meetings.—Adherence to formal rules of order, 
other than those contained in this Order, is not required. Meetings will be con- 
ducted in a manner to assure the most efficient use of the committee’s time and 
the most rapid achievement possible of its objective. The following limitations, 
however, will apply: 

(1) Meetings will be held only at a time and place designated by the 
Munitions Board or by the Government chairman. The meeting place, in all 
cases, will be officially arranged for and approved by the Office of Adminis- 
trative Management, which is further responsible for coordinating all such 
arrangements with the Office of Legal Advisor. ‘The control and conduct of 
all meetings will be the responsibility of the Government Chairman. 

(2) A Government representative will be present and preside at all 
meetings. 

(3) Discussion will be confined to an agenda prepared or approved by the 
staff of the Munitions Board. 

(4) Minutes will be prepared for all meetings by a reporter from the 
Office of Administrative Management. 

(5) Committee members will not meet for Government purposes at any 
time other than at a regularly called committee or subcommittee meeting. 

(6) Committees will furnish information, suggestions, opinions, and 
recommendations. 

(7) Committees will avoid discussions and recommendations that might be 
considered to be in violation of the antitrust laws, such as deliberations or 
advice touching upon price, limitation of production, control of production 
by producers, or allocations of consumers or areas. This should not be con- 
strued, however, to preclude furnishing advice to the Government in con 
nection with planning for Government controls of industry, under mobiliza 
tion conditions. <A letter from the Deputy Attorney General dated October 
19, 1950, is quoted as follows: 

“As a general matter we are of the view that the decision as to the neces- 
sity for the formation of industry committees to advise a Government de- 
partment, and the responsibility for their formation, rests with the specific 
department. However, in organizing such committees, there are certain re 
quirements which should be met in order to minimize the possibility of vio 
lation of the antitrust laws. Briefly stated these requirements are: 

“(1) There must be statutory authority for the employment of such 
committees or there must be an administrative finding that it is neces- 
sary to utilize such committees to perform certain statutory duties. 

“(2) The agenda for such committees and their meetings must be 
initiated and formulated by the Government. 

“(3) The meetings to be held must be at the call of and under the 

chairmanship of full-time Government officials. 
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“(4) Full and complete minutes of each meeting must be kept. 
“(5) The functions of such committees must be purely advisory and 
any determinations of action to be taken must be made solely by Gov- 
ernment representatives. 
“So long as the activities of industry advisory committees are carried on 
within these limitations, we would not view the activities as constituting an 
independent violation of the antitrust laws. We wish to emphasize, how- 
ever, and it should be made clear to participants in such activities, that the 
Department of Justice retains complete freedom to institute proceedings, 
either civil or criminal, or both, in the event that any particular plan or 
course of action is used to accomplish unlawful private ends. Further, this 
Department retains full freedom to institute civil actions to enjoin continu- 
ance of any acts or practices found not to be in the public interest and per- 
sisted in after notice to desist.” 
(S) The Muntions Board Legal Advisor will attend any meeting upon the re- 
quest of the Government Chairman, 


&. Safeguarding information 

a, All persons attending Munitions Board industry advisory committee and 
subcommittee meetings will be responsible for safeguarding any classified in 
formation obtained at such meetings. Only officially appointed industry repre- 
sentatives, their recognized alternates, or those persons who have received the 
Government Chairman's permission, may attend meetings. 

b. The Government Chairman is responsible for determining the security 
classification of the committee's minutes. The classification will be assigned 
in accordance with Munitions Board Security regulations. 


9. Directives 

a. Committee tasks or studies will be assigned by numbered Munitions Board 
Directives, signed by the appropriate Vice Chairman, These directives will 
state: (1) the tasks or studies to be undertaken by the Committee, (2) the scope 
of each, and (3) the specitic date on which committee recommendations should 
be submitted to the Board. 


10. Compensation of industry representatives 

a, Persons serving on Industry Advisory Committees and Subcommittees will 
receive no Salary compensation, but they are entitled to reimbursement for trans- 
portation expenses and $10 per diem in lieu of substance for all periods of absence 
from their homes or regular places of business while on official duty with these 
committees, Reimbursement and per diem are allowable whether authorized 
meetings are held in Washington or elsewhere. The $10 per diem is an allow- 
ance to reimburse industry representatives for such items as meals, lodging, 
tips, and other incidental expenses while traveling. 

b. To receive reimbursement for transportation, receipts must be obtained 
for Pullman accommodations and airline tickets. Government regulations do 
not permit reimbursement for Pullman accommodations of higher classification 
than a lower berth unless availability is restricted to more expensive accommo- 
dations and the member so certifies. Transportation must be by the most eco- 
nomical route. If extra-fare Planes or trains are used, cost above first-class 
fare must be borne by the traveler, since the Government will pay for first-class 
fare only. 

ec, Any industry representative serving on a committee and desiring per diem 
allowance or transportation, reimbursement, or both, should notify the Muni- 
tions Board of that fact as soon as he has been informed of a scheduled meeting. 


Part II. DETAILED PROCEDURES FOR ESTABLISHING, OPERATING, AND DISSOLVING 
MUNITIONS BoarRD INDUSTRY ADVISORY COMMITTEES AND SUBCOMMITTEES 


11. Establishment of committees 

a. Interagency Collaboration.—Insofar as possible, there will be interagency 
collaboration in the establishment and use of Industry Advisory Committees. 
Before setting up new industry advisory groups, the Munitions Board will, 
wherever possible, attempt to make maximum use of existing committees of the 
agencies operating under the Defense Production Act of 1950. Collaboration 
among the agencies can result in the common use of one committee by several 
agencies. Frequently, the same committee can be used to furnish advice and 
information in several different subject-matter areas in the segment of industry 
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it represents, such as production, requirements, distribution, manpower, or other 
defense mobilization matters. 

(1) The Office of Administrative Management is responsible for coordi 
nating Munitions Board activities related to the establishment of new in 
dustry committees or the use of existing ones, and it will serve as the focal 
point within the Board for assuring interagency collaboration in this field. 
It will, in cooperation with the other agencies concerned, determine the 
procedures and policies governing interagency industry advisory committee 
matters. This Office will supply other defense agencies with charters of 
Munitions Board committees, membership lists, advance notice of meetings, 
and all other data on Munitions Board Industry Advisory Committee ac- 
tivity. It will, in turn, initiate all requests to other defense agencies aimed 
at collaboration in the creation and use of Industry Advisory Committees. 

(2) When a Munitions Board office recognizes the need for an industry 
advisory committee, it should supply to the Office of Administrative Manage 
ment a statement of the proposed committee’s objectives and membership, 
justification for its need, and a draft of its charter. (See Annex I.) That 
Office will then ascertain whether (a) a similar committee is operating 
among other Government agencies and (b) its membership is suitable to 
the needs of the Munitions Board. If so, it will get the necessary clearance 
for the combined use of such a committee by the Munitions Board and the 
agency under which the industry advisory group is directly operating, and 
it will immediately inform the proper Munitions Board office of this ar- 
rangement. The necessary administrative steps will be taken to establish 
a Munitions Board Committee when it is not possible to use an established 
group or if no such group exists. 

(3) The Office of Administrative Management will supply the Munitions 
Board representation on any Interagency Group established for dealing with 
Industry Advisory Committee problems and policies. 

hb. Munitions Board Internal Procedure.—lIf it is determined that elsewhere 
there exists no industry advisory committee that could be utilized by the Muni- 
tions Board, or that its membership differs from that considered essential to the 
Board’s purposes, the Office of Administrative Management will follow the 
procedure listed below : 

(1) Review the proposed order and any accompanying materials for 
formnat, adherence to policy and consistency, and coordinate changes as 
required, 

(2) Coordinate with the Department of Interior proposed orders estab- 
lishing committees dealing in the fields outlined in Public Law 520, 79th 
Congress. 

(3) After review (and clearance with other Agencies, where necessary ), 
forward the proposed order to the proper Vice Chairman for his approval 
and signature. 

(4) When the Vice Chairman has signed the proposed Order, prepare 
letters of notification to the three Munitions Board Departmental members, 
requesting their concurrence. These letters will be signed and forwarded by 
the Chief, Office of Administrative Management. 

(5) Date, reproduce, and distribute the Order, provided no objections 
froo: the Departmental members of the Munitions Board are received within 
ten working days after the notification date cited in paragraph (4) above 

(6) Any objections raised against publishing the Order will immediately 
he reported to the originating Munitions Board Office (which will then 
notify other concerned departments or agencies) and to the Office of Adminis- 
trative Management. 

ce. Changes in Functions —Changes in an industry advisory committee’s func 
tions will require rescinding the original order and publishing a new one, which 
will be processed as set forth in paragraph (b) above. 

d. Dissolution.—Industry Advisory Committees that have served their purpose 
with the Munitions Board will be dissolved by a Munitions Board Order. Re- 
quests for dissolution will be approved by the appropriate Vice Chairman and 
processed by the Office of Administrative Management in the same way as those 
proposing the committee’s establishment, 


12. Reporting channels 
Industry Advisory Committees will report to the appropriate Vice Chairman 
as indicated in the Order establishing each committee. 
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13. Membership 

a, Definition of Member.—The term “member,” as used in these procedures, 
and detined in part 1, section 2b, applies to business enterprises or companies 
Keach individual participant on committees and subcommittees will serve as the 
qualified representative of the member company or business enterprise. 

b. Basis for Selection of Members.—In the selection of members there shall 
be fair representation for independent small, for medium, and for large business 
enterprises; for different geographical areas; for different segments of the 
industry ; and for trade-association members and nonmembers. 

c. Selection Procedure.—TYhe proposed list of members will be coordinated 
with all interested elements of the Department of Defense and other Government 
Agencies, where necessary. The list must then be approved by the appropriate 
Vice Chairman. The Government Chairtuan will be responsible for the selection 
and addition of new members, and their representatives, and for the replace 
ment or substitution of old members and their representatives. The Office of 
Administrative Management will be responsible for periodically reviewing suc! 
membership lists and changes, and for reporting to the appropriate Munitions 
Board Vice Chairman, Executive Vice Chairman, and Chairman any instances 
in which the bases for selection of members appears to be open to question 
This report, insofar as possible, will contain recommendations for remediu 
action. 

d. invitations to Membership—aAfter it has received the approved membe: 
ship list, the Office of Administrative Management will prepare letters of invit: 
tion. No more than one representative from each member company will ! 
invited to serve on any one committee or subcommittee. The principal industry 
representatives selected for the parent committees may be asked to recommend 
alternates. In the case of subcommittees and other subgroups, however, it is 
not the Munitions Board policy to provide for the official appointment of 
alternates, 

ec. Letters of Replyu.—The Office of Administrative Management will route 
industry letters of acceptance or rejection of membership so that they go first 
to the responsible Office for its information and return to the Office of Adminis 
trative Management for permanent record keeping. No oviginals of correspond 
ence on committee membership will be retained in the files of other offices 
Letters requesting reimbursement for per diem and travel will be routed dire 
to the Office of Administrative Management for action. 

i. Terminations.—If practicable, one-third of the appointments to each cou 
mittee will be terminated at the end of each year, to make company membership 
as fully representative of the different segments of industry as possible and 
thereby strengthen the committee's effectiveness. Terminations at other times 
will be at the discretion of the Board, the company concerned, or the individus! 
industry representative. Upon notification, the Office of Administrative Man 
agement Will prepare letters informing the affected members of the Board's activ! 
In all instances, industry representatives, upon termination of service, wil 
receive letters of appreciation prepared by the appropriate Munitions Board 
Ottice. 

14. Establishment of subcommittees 

a. The Government Chairman may recommend the establishment of subcon 
mittees, to assist the main committee. Subcommittees will be established only 
after the Government Chairman has submitted his recommendation, accompanied 
by a proposed membership list, to the Office of Administrative Management 
That Office will then take the necessary action to appoint industry representa- 
tives to the subcommittee. 

b. Subcommittee procedures, activities, and other administrative matters wil! 
be governed by the same operating rules that apply to main committees, 

c. If the Government Chairman so desires, he may submit the subcommittee’s 
advice and recommendations direct to the Munitions Board and not through the 
main committee. 


15. Munitions Board liaison representative 

a. The Government Chairman may appoint a liaison representative for each 
Industry Advisory Committee or Subcommittee. The Munitions Board Liaison 
representative will make no attempt to influence conclusions or recommenda 
tions of committee members. His chief functions are to aid the Government 
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Chairman in furnishing guidance on the Board's programs and policies, and 
to provide administrative assistance. In this respect, he will be responsible for: 


(1) Attending all committee and subcommittee meetings. Where cir- 
cumstances prevent his attendance, he is responsible for sending a repre- 
sentative from his Office. 

(2) Pointing out, or making available, sources of information necessary 
to the committee in its work. (Munitions Board committees, federal agen- 
cies, trade associations, or private research groups may be utilized as sources 
of such information). 

(3) Assuring that recommended meeting agendas are acceptable to the 
Munitions Board. 

(4) Reviewing preliminary drafts of reports prepared by the committee 
for submission to the Board, and suggesting, where necessary, Ways in which 
the presentation of the material in the committee’s final report may be 
improved. 

(5) Making arrangements, through the Office of Administrative Manage- 
ment, for conference room and reporting services ; and requesting that office 
to notify the industry representatives of completed arrangements for meet- 
ing time and place. 

(6) Furnishing the Office of Administrative Management, in advance of 
the meeting, with a list of all persons (other than the officially appointed 
industry representatives and Munitions Board staft members) who have 
been invited, or granted permission by the Committee Chairman, to attend 
the meeting. The liaison representative will make sure, before the meet- 
ing convenes, that attendance is confined to the approved list of conferees 
and that no unauthorized persons are admitted. 

(7) Introducing the reporter to the Committee and explaining her duties. 
The liaison representative will also supply the Office of Administrative 
Management with copies of all materials to be discussed or distributed at 
a scheduled meeting. If these materials are not distributed until the meet- 
ing begins, the liaison representative will see that copies are given to the 
reporter at the time they are circulated among conferees. 

(8S) Requesting the Office of Administrative Management to arrange for 
duplicating and distributing copies of minutes; and providing that Office 
with stencils of agendas and other printed material to be distributed with 
the minutes. 

(9) Keeping in close touch with the committee. 

(10) In cooperation with the Office of Administrative Management, insur- 
ing that the Defense Production Administration is informed of all phases of 
the committee’s operations in which that agency may have an interest. 

(11) Recommending to the Board the preparation of appropriate publicity 
releases on all meetings. 

(12) Periodically notifying the committee members of the status of its 
reports and recommendations until the Munitions Board has taken final 
action. 

(13) Before an Industry Advisory Committee meeting, transmit to the 
special representatives of each of the Munitions Board Members a copy of 
the agenda for the Industry Advisory Committee meeting (through the 
Secretary of the Board) at the time that it is circulated to the Industry 
Advisory Committee members. Every effort should be made to assure that 
the agenda copy for Munitions Board Members reaches them a minimum of 
one week before the meeting. 

(14) Assist the Government Chairman in preparing necessary reports. 


16. Security 

The chairman of the committee or subcommittee, and the liaison representa- 
tive, will adhere to Munitions Board security regulations as they apply to com- 
mittee meetings: 

a. Classitied matter will be distributed at meetings to committee and sub- 
committee members only in accordance with specific instructions issued on this 
subject. 

b. No classified documents shall be left unattended in the conference room 
while the group adjourns for lunch, and no classified material shall be allowed 
to remain in conference rooms after meetings have ended. 

ec. Admittance to meetings will be limited to industry representatives officially 
appointed to a committee or subcommittee, other industry representatives for 
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whom permission to attend was granted by the Government chairman in advance 
of the meetings, Munitions Board staff members, and other invited Government 
representatives. 

17. Luncheons 

a. Administrative Arrangements.—The chairman or liaison representative will 
notify the Office of Administrative Management whenever it is desirable for the 
Munitions Board to provide luncheon for industry members attending a com- 
mittee meeting, either in Washington or in the field. This request must be made 
at least two weeks prior to the scheduled meeting, or at the time the meeting is 
scheduled (whichever date comes first). The liaison representative will advise 
as to the number expected to attend the luncheon (see next paragraph), the time, 
and any other specific arrangements desired. Unless such prior arrangements 
are made with the Office of Administrative Management, the Munitions Board 
will not bear the luncheon cost. The Office of Administrative Management will 
have sole responsibility for dealing with the Pentagon Post Restaurant or else- 
where in making formal luncheon arrangements, including menu selection. 

b. Attendance at Luncheons.—The Munitions Board will pay the luncheon cost 
for industry representatives invited to the meeting. Only those Government rep- 
resentatives approved by the Office of Administrative Management will be author- 
ized to have luncheon at Government expense. In this connection, the chairman 
or liaison representative will submit to that office a list of those persons other 
than industry representatives, invited to attend the luncheon, 


18. Industry and Government attendance at meetings 

a, Each principal industry representative should attend all meetings. Alter 
nates may attend meetings with their principals or, when necessary, substitute 
for them, unless otherwise directed by the Committee Chairman. Technical 
consultants from industry may also attend meetings upon the specific request or 
approval of the chairman or liaison representative. 

b. Attendance by other than (a) industry representatives in their official com- 
mittee or subcommittee capacity, (b) interested Munitions Board staff members, 
or (¢c) the invited representatives of defense agencies shall be held to a minimum. 
It is not the policy of the Munitions Board to have counterpart interdepartmental 
or joint committee members and alternates attend meetings of industry advisory 
groups. The chairman of such joint or interdepartmental Committees, or one 
representative from each of the military departments, may attend when his 
presence will serve a specific purpose. 

¢. Meetings of industry advisory groups are not to serve as a forum for dis- 
cussing divergent views and policies among the departments and agencies repre- 
sented at such meetings. Neither the Government Chairman nor liaison repre- 
sentative should permit representatives of other agencies to dominate the dis- 
cussion, at the risk of impeding consideration of subjects included on the com 
mittee’s approved agenda. 


19 Re porte r 

To comply fully with the Department of Justice’s criteria that a duly qualified 
and independent reporter prepare minutes of Tndustry Advisory Comunittee 
meetings, a summary reporter from the Office of Administrative Management will 
attend all meetings and will be responsible for preparing the complete, objective, 
organized, concise, and accurate minutes of the meetings. Such minutes will 
not be prepared, or their substance altered, by industry representatives or other 
Munitions Board personnel, 


20, Order of business 

a. Announcements and Introductions.—The Government Chairman will make 
introductions and appropriate announcements, including a statement that minutes 
not classified for security reasons may be made available to the Congress. 

b. Approval of Minutes of the Previous Meeting.—At each meeting, the minutes 
of the previous meeting will be approved by the committee or subcommittee 
\nm\ necessary corrections or modifications will be reported in the minutes of 
the meeting at which they were offered 

c. Report on Status of Conimittee Assignments.—At each meeting the chair 
man will call on industry representatives who have individually undertaken 


specific work assignments to report on the degree of progress reached: explain 
any circumstances that have hindered progress; point ont any additional it 
aT 


formation needed from the Board to clarify the particular work assignments 
and indicate future action expected 


SOS61 m1 
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d. General Discussion.—This portion of the meeting will be of a geveral char 
acter to give members an opportunity to discuss freely Board directives or re 
quests to the committee or subcommittee for assistance and any other subjects 
bearing on the group’s activities, and to decide on what future course of actior 
will be followed. 

e. Summary of Meeting Outcome.—At the conclusion of the meeting, it is de 
sirable that the Chairman, or liaison representative, crystallize the results of 
the meeting by briefly summarizing the main conclusions reached, recommend: 
tions formulated, and areas of study to be undertaken in the future. 


21. Monthly activities report 

a. The Office of Administrative Management will prepare each month a con 
solidated report of committee and subcommittee activities during regularly 
scheduled meetings. This report will be based upon an analysis of official 
minutes of these meetings, and will also include information on future scheduled 
committee meetings, status of proposed committee Charters, and other relevant 
matters that should be noted. This report will be submitted to the Munitions 
Board Chairman, Executive Vice Chairman, Vice Chairmen, Military Directors 
and the Office of Statistics, and two copies each will be seat to the special rep 
resentatives of the Munitions Board Members (through the Secretary of th: 
Board). The activities report will be as comprehensive as possible in order t: 
provide an accurate picture of each cominittee’s monthly activity both at meet 
ings and outside meetings, including any factors impeding progress. 


22. Committec management 

a. Only through strict enforcement of these procedures can the Munitions 
Board have confidence that the conduct and management of its industry ad 
visory groups Will meet the minimum standards of the Department of Justice 
and other agencies to which it has legal responsibility. 

b. These procedures are designed to protect industry, in its particpation on 
Munitions Board industry advisory groups, from any possible conflict with 01 
violation of antitrust regulations. 

e. In administering Munitions Board industry advisory committee procedures, 
the Office of Administrative Management will be governed by the criteria of the 
Department of Justice for the proper operation of industry advisory committees, 
subcommittees, and task or working groups. It will assist the Munitions Board 
offices in interpreting and carrying out instructions intended to safeguard in 
dustry advisory groups and assure their continued cooperation and success in 
meeting their defined goals. 

Annex I to ME 
Order No: 51-58 


DEPARTMENT OF DEFENSE 
MUNITIONS Boarp 
Washington 25, D.C. 


ME Order No__ Lo! 4 eet |e 
Subject: Establishment of Munitions Board 
visory Committee. 

1. A Munitions Board 
hereby established with the following membership and duties. 

2. Membership will be selected from among those industrial (or commercial! 
establishments engaged in or concerned with the field ot seca 
Insofar as possible, selection will be made so as to assure a membership broad) 
representative of the different segments of such a group. 

3. The mission of the Committee will be to advise the Munitions Board 
auy other appropriate agencies), through the Vice Chairman for (as appropriate ) 


Industry Ad 


Industry Advisory Committee is 


(nlus 
on ... ae 
t. The committee will meet only upon the call of the Munitions Board and i! 


the presence of a governmental representative. 
For the Munitions Board: 
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MUNITIONS LOakp, 
Washington, D.C., July 10, 1951. 
Munitions Board Order No, 52-3. 
Subject: Operating Procedures for Munitions Board Industry Advisory Com 
mittees and Subcommittees. 

1. Munitions Board Order No. 51-58, dated June 6, 1951, and its amendment 
Order 51-58 /1, dated June 18, 1951, are hereby superseded by the attached revised 
yperating procedures for industry advisory committees and subcommittees 
These procedures conform to the latest criteria set out by the Department of 
Justice. 

2. The procedures are divided into two parts: (1) general information on and 
procedures for industry advisory committees and subcommittees; (2) detailed 
procedures for establishing, operating, and dissolving such groups. Part I will 
e furnished separately to individnal participants on industry advisory groups 
<o that industry representatives need not be burdened with the internal Munitions 
Board staff procedures, 

3. These procedures must be observed, in order to satisfy the requirements 
of the Department of Justice for the proper operation of industry advisory groups 

4. Revised operating procedures for Munitions Board joint and interdepart 
mental committees, councils, and agencies will be issued in the near future as a 
supplement to this Order. 

DONALD E. KIpsTON, 
Chief, Office of Administrative Manayoment 
Enclosure—Procedures. 


OPERATING PROCEDURES FOR MUNITIONS BOARD COMMITTEES, 
COUNCILS AND AGENCIES 


Part I. GENERAL INFORMATION ON AND PROCEDURES FOR MUNTTIONS Boarp INDUSTRY 
ADVISORY COMMITTEES AND SUBCOMMITTEES 


!. Purpose 

Munitions Board Industry Advisory Committees, subcommittees, task comunit 
tees or other special working groups assist the Board, where necessary, in dis 
charging its responsibilities as described in Public Laws 520, 79th Congress 
(acquisition of stocks of strategic and critical materials for national defens 
purposés) ; S83, SOth Congress (retention and maintenance of a national reserve 
of industrial productive capacity) : 253, 80th Congress (National Security Act 
if 1947); 216, Sist Congress (1949 Amendments to National Security Act of 
1947), and delegations and directives from the Secretary of Defense. These com- 
inittees, which are advisory in character, study the various problems presented 
to them with respect to the military aspects of industrial mobilization planning, 
procurement planning, stockpiling of critical and strategic materials, and other 
phases of military preparedness, and make recommendations to the Board 
They have no responsibility for policy determination, decision making, o1 
\dministration. 

Representation 

a. Representation on a Munitions Board Industry Advisory Committee will be 
letermined by the Munitions Board Office requesting its establishment, coordi 
ited with other interested elements of the Department of Defense and Govern 

ent Agencies, and approved by the appropriate Munitions Board Vice Chairman 
In addition, proposed representation on all industry committees concerned with 
stockpiling will be coordinated with the Department of the Interior. If prac 
icable, one-third of the membership of each committee will be changed each veut! 

h. Membership will be selected in terms of business enterprises or companies 
Membership selection will provide for fair representation of independent smal! 
medium, and large business enterprises : for different geographical areas : and for 
different segments of an industry. ‘The individual narticipants on a Munitions 
Board industry advisory committee or subcommittee will serve as the representa 
tive of the member company or business enterprise. 

Subcommittees and task groups 

Subcommittees, task groups, or other special working groups may be organized 
to assist the parent committee. They will operate under and be guided by the 

me rules as the parent committee aud will be afforded the same administrative 


sistance 
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4. Selection of officers 

a. Government Chairman. The Chairman of each committee and subcommittee 
will be a government representative designated by the Munitions Board. 

b. Deputy Government Chairman.—When the Chairman cannot be present, he 
will designate a qualified government representative as deputy chairman © 
either a full-time or temporary basis. 

ce. Liaison Representative-—The Government Chairman may appoint a 
Munitions Board liaison representative to assist with administrative matters. 

5. Duties of committee officers 

a. Government Chairman.—-The Chairman, as the steering member, is respon- 
sible for guiding the committee in accordance with policies, rules, and regulations 
set forth by the Munitions Board. In addition, the chairman will be responsible 
for: 

(1) Recommending the agenda of meetings and submitting it to the 
Munitions Board liaison representative in sufficient time to have it approved, 
duplicated, and distributed to industry representatives reasonably in advance 
of meetings. 

(2) Reviewing the summaries of committee meetings (see sec. 19 (b)) 
for accuracy of policy and technical information contained in them. Within 
three working days of their delivery to the Government Chairman, these 
summaries will be returned to the Office of Administrative Management for 
duplication and distribution to the Committee. Summnraries will not bi 
circulated among any of the industry representatives or other Government 
Agencies until they are in published form. 

(3) Presiding at meetings. 

(4) Recommending to the Office of Administrative Management the appoint 
ment of additional members to a committee or subcommittee, or the replace 
ment of inactive members. 

(5) Recommending to the Office of Administrative Management, the 
appointment of subcommittees needed to carry out specific work assignments, 
and delegating individnal responsibility for prompt accomplishment of these 
assignments. 

(6) Obtaining technical advice and assistance related to the Committee's 
work from government agencies or industry and trade and technical organi- 
zations, 

(7) After an Industry Advisory Committee meeting, advise the Board: 

(a) By preparing a brief report on those items for which no Board 
action will be required. 

(b) By preparing (as an agenda item or a staff report) a list of those 
items which may now or in the future require action by the Munitions 
Board, based upon recommendations made by the Industry Advisory 
Committee or Subcommittee. 

(c) By arranging to bring before the Munitions Board, in the form 
of a Munitions Board meeting agenda item, information on (1) the 
completion of a committee report, (2) recommendations by his com 
mittee, or (3) when considered appropriate, reasons for undue delays it 
obtaining results, or significant changes in membership. Copies of al 
such reports and agenda items will be furnished the Office of Adminis 
trative Management. 

b. Deputy Government Chairman.—In the absence of the Chairman, the Deputy 
Chairman will act in his place, and adhere to the same procedures as the Chai: 
man. 

6. Duties and responsibilities of industry representatives 

a, To give the Munitions Board the greatest benefit of their advice and thinking 
industry representatives should try to attend meetings regularly. Alternates 
may be appointed to parent industry advisory committees and may attend meet 
ings with their principals, unless otherwise directed by the Chairman. Wher 
the principal industry representative cannot attend a scheduled meeting, he 
should arrange for a qualified alternate to represent him and also notify thé 
Chairman in advance of the conference. : 

b. Industry representatives are expected to serve as spokesmen for their respe: 
tive industries It is essential that industry-wide opinions be expressed at 
times, as well as the individual views of committee members. Where a particular 
problem concerns a segment of industry not specifically represented on the con 
mittee, an opportunity should be given to representatives of that segment 
express their views, 
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ec. Committee members and their representatives will not, at any time, use 
their official position on a Munitions Board Industry Advisory group as a means 
for obtaining information or data from other Government or non-Government 
sources. Moreover, committee members and their representatives will not use 
official Munitions Board letterhead stationery or have printed, at their own cost, 
any stationery bearing either the Munitions Board or the Committee’s name as its 
letterhead, Any and all requirements for information, data, etc. will be directed 
to the Government Chairman and made through his official auspices. 


7. Meetings 

a. Quorum.—No meeting will proceed without a quorum, Which will consist 
of 60 percent of the committee membership. 

b. Voting —Each member will have one vote. Both majority and minority 
opinions will be submitted to the Board. 

ce. Rules Governing Conduct of Meetings —Adherence to formal rules of order, 
other than those contained in this Order, is not required. Meetings will be 
conducted in a manner to assure the most efficient use of the committee’s time 
and the most rapid achievement possible of its objective. The following limita 
tions, however, will apply: 

(1) Meetings will be held only at a time and place designated by the 
Munitions Board or by the Government chairman, The meeting place, in 
all cases, will be officially arranged for and approved by the Office of 
Administrative Management, which is further responsible for coordinating 
all such arrangements with the Office of Legal Advisor. The control and 
conduct of all meetings will be the responsibility of the Government 
Chairman. 

(2) A Government representative will be present and preside at all 
Ineetings. 

(3) Discussion will be confined to an agenda initiated and formufated 
by the staff of the Munitions Board, 

(4) Full and complete minutes will be prepared for all meetings by a 
reporter from the Office of Administrative Management in accordance with 
section 19a. 

(>) Committee members will not meet for Government purposes at any 
time other than at a regularly called committee or subcommittee meeting. 

(6) Committees will furnish advice, suggestions, opinions, and recom- 
mendations. 

(7) Committees will avoid discussions and recommendations that might 
be cousidered to be in violation of the anti-trust laws, such as deliberations 
or advice touching upon price, limitation of production, control of produc- 
tion by producers, ov allocations of consumers or areas. This should not 
be construed, however, to preclude furnishing advice to the Government 
in connection with planning for Government controls of industry, under 
mobilization conditions. At all times committees should follow and comply 
with the criteria outlined in the following quotation contained in a letter 
from the Deputy Attorney General dated October 19, 1950. 

“As a general matter we are of the view that the decision as to the 
necessity for the formation of industry committees to advise a Government 
department, and the responsibility for their formation, rests with the specific 
department. However, in organizing such committees, there are certain 
requirements which should be met in order to minimize the possibility of 
Violation of the antitrust laws. Briefly stated these requirements are: 

“(1) There must be statutory authority for the employment of such 
committees or there must be an administrative finding that it is neces- 
sary to utilize such committees to perform certain statutory duties. 

“(2) The agenda for such committees and their meetings must be 
initiated and formulated by the Government. 

“(5) The meetings to be held must be at the call of and under the 
chairmanship of full-time Government officials. 

“(4) Full and complete minutes of each meeting must be kept. 

“(5) The functions of such committees must be purely advisory and 
any determinations of action to be taken must be made solely by Gov 
ernment representatives. 

“So long as the activities of industry advisory committees are carried on 
within these limitations, we would not view the activities as constituting 
an independent violation of the antirust laws. We wish to emphasize, how- 
ever, and it should be made clear to participants in such activities, that the 
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Department of Justice retains complete freedom to institute proceeding 
either civil or criminal, or both, in the event that any particular plan o 
course of action is used to accomplish unlawful private ends. Further, th 
Department retains full freedom to institute civil actions to enjoin co: 
tinuance of any acts or practices found not to be in the public interest and 
persisted in after notice to desist.” 
(S) The Munitions Board Legal Advisor will attend any meeting upon the re 
juest of the Governinent Chairman, 
\. Safeguarding information 
a. All persons attending Munitions Board ‘industry advisory commitiee an 
subcounnittee imeetings will be responsible for safeguarding any classided i: 
formation obtained at such meetings. Only officially appointed industry repre 
sentatives, their recognized alternates, or those persons who have received th: 
Government Chairman's permission, may attend meetings. 
6. The Government Chairman is responsible for determining the securit: 
Classification of the committee’s minutes. The classification will be assigned i: 
aecordance with Munitions Board Security regulations. 


§. Directives 

a. Committee tasks or studies will be assigned by numbered Munitions Board 
Directives, sizned by the appropriate Vice Chairman. The directives will stat 
(1) the tasks or studies to be undertaken by the Committee, (2) the scope o 
each, and (3) the specific date on which committee recommendations should ly 
submitted to the Board. 

10. Compensation of industry representatives 

a. Persons serving on Industry Advisory Committees and Subcommittees wi 
receive no salary compensation, but they are entitled to reimbursement for 
transportation expenses and S10 per diem in lieu of subsistence for all periods 
of absence from their homes or regular places of business while on official dut 
with these committees, Reimbursement and per diem are allowable whether 
authorized meetings are held in Washington or elsewhere. The $10 per diem 
an allowance to reimburse industry representatives for such items as meals 
lodgings, tips, and other incidental expenses while traveling. 

b. Yo receive reimbursement for transportation, receipts must be obtained 
for Pullman accommodations and airline tickets. Government regulations d 
not permit reimbursement for Pullman accommodations of higher classification 
thau a lower berth unless availability is restricted to more expensive accommoda 
tions and the member so certilies. Transportation must be by the most economi 
cal route. If extra-fare planes or trains are used, cost above first-class fare 
must be borne by the traveler, since the Government will pay for first-class 
fare only. 

c, Any industry representative serving on a committee and desiring per dir 
allowance or transportation reimbursement, or both, should notify the Munitions 
Board of that fact as soon as he has been informed of a scheduled meeting. 


Parr II. DetTaArLep PRocEpURES FoR ESTABLISHING, OPERATING, AND DISSOLVID 
MUNITIONS Boarp INDUSTRY ADVISORY COMMITTEES AND SUBCOMMITTEES 


11. Establishment of committecs 

a, Interage ney Collaboration.—Insofar as possible, there will be interagency 
collaboration in the establishment and use of Industry Advisory Committees 
Before setting up new industry advisory groups, the Munitions Board will. 
wherever possible, attempt to make maximum use of existing committees of the 
agencies operating under the Defense Production Act of 1950. Collaboratior 
among the agencies can result in the common use of one committee by severa 
agencies, Frequently, the same committee can be used to furnish advice and 
information in several different subject-matter areas in the segment of industry) 
it represents, such as production, requirements, distribution, manpower, or other 
defense mobilization matters. 

(1) The Office of Administrative Management is responsible for coordi 
nating Munitions Board activities related to the establishment of new indus 
try committees or the use of existing ones, and it will serve as the focal poil 
within the Board for assuring interagency collaboration in this field. It 
will, in cooperation with the other agencies concerned, determine the proce- 
dures and policies governing interagency industry advisory committee mat 
ters. This Office will supply other defense agencies with charters of Muni 
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tions Board committees, membership lists, advance notice of meetings, and 
all other data on Munitions Board Industry Advisory Committee activity. 
It will, in turn, initiate all requests to other defense agencies aimed at 
collaboration in the creation and use of Industry Advisory Committees. 

(2) When a Munitions Board office recognizes the need for an industry 
advisory committee, it should supply to the Office of Administrative Man- 
ageluent a statement of the proposed committee’s objectives and membership, 
justification for its need, and a draft of its charter. (See Annex 1.) That 
Office will then ascertain whether (a) a similar committee is operating 
among other Government agencies and (b) its membership is suitable to the 
needs of the Munitions Board. If so, it will get the necessary clearance for 
the combined use of such a committee by the Munitions Board and the agency 
under which the indusiry advisory group is directly operating, and it will 
immediately inform the proper Munitions Board office of this arrangement. 
The necessary administrative steps will be taken to establish a Munitions 
Board Committee when it is not possible to use an established group or if 
no such group exists. 

(3) The Office of Administrative Management will supply the Munitions 
Board representation on any Interagency Group established for dealing with 
Industry Advisory Committee problems and policies. 

b. Munitions Board Internal Procedure.—Ilf it is determined that elsewhere 
there exists no industry advisory committee that could be utilized by the Muni- 
tions Board, or that its membership differs from that considered essential to the 
Board's purposes, the Office of Administrative Management will follow the pro- 
cedure listed below: 

(1) Review the proposed order and any accompanying materials for for- 
mat, adherence to policy and consistency, and coordinate changes as required, 

(2) Coordinate with the Department of Interior proposed orders estab- 
lishing committees dealing in the fields outlined in Public Law 520, 79th 
Congress. 

(3) After review (and clearance with other Agencies, where necessary), 
forward the proposed order to the proper Vice Chairman for his approval 
and signature, 

(4) When the Vice Chairman has signed the proposed Order, prepare 
letters of notification to the three Munitions Board Departmental members, 
requesting their concurrence. These letters will be signed and forwarded 
by the Chief, Office of Administrative Management. 

(5) Date, reproduce, and distribute the Order, provided no objections from 
the Departmental members of the Munitions Board are received within ten 
working days after the notification date cited in paragraph (4) above 

(6) Any objections raised against publishing the order will immediately 
be reported to the originating Munitions Board Office (which will then 
notify other concerned departments or agencies) and to the Office of Ad- 
ministrative Management 

¢, Changes in Functions.—Changes in en industry advisory committee's fune 
tions will require rescinding the original order and publishing a new one, which 
will be processed as set forth in paragraph (b) above, 

d. Dissolution Industry Advisory Committees that have served their pur 
pose with the Munitions Board will be dissolved by a Munitions Board Order 
Requests for dissolution will be approved by the appropriate Vice Chairman 
and processed by the Office of Administrative Management in the same way as 
those proposing the committee’s establishment. 


12. Reporting channels 
Industry Advisory Committees will report to the appropriate Vice Chairman 
as indicated in the Order establishing each committee. 


13. Membership 

a. Definition of Member—The term “member”, as used in these procedures 
and defined in part I, section 2 b, applies to business enterprises or companies 
Each individual participant on committees and subcommittees will serve as the 
qualified representative of the Inember company or business enterprise 

b. Basis for Selection of Members.—In the selection of members there shall 
be fair representation for independent sinall, for medium, and for large business 
enterprises; for different geographical areas; for different segments of the 
industry. 

ec. Selection Procedure.—The proposed list of members will be coordinated 
with all interested elements of the Department of Defense and other Government 
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Agencies, where necessary. The list must then be approved by the appropriate 
Vice Chairman, The Government Chairman will be responsible for the selec 
tion and addition of new members, and their representatives, and for the re 
placement or substitution of old members and their representatives. The Office 
of Administrative Management will be responsible for periodically reviewing 
such membership lists and changes, and for reporting to the appropriate Muni 
tions Board Vice Chairman, Executive Vice Chairman, and Chairman any 
instance in which the bases for selection of members appear to be open to 
question, This report, insofar as possible, will contain recommendations for 
remedial action. 

d. Invitations to Membership.—After it has received the approved member 
ship list, the Office of Administrative Management will prepare letters of in 
vitation. No more than one representative from each member company will 
be invited to serve on any one committee or subcommittee. The principal 
industry representatives selected for the parent committees may be asked to 
recommend alternates. In the case of subcommittees and other subgroups, 
however, it is not the Munitions Board policy to provide for the official appoint 
ment of alternates, 

e. Letters of Reply.—The Office of Administrative Management will route in 
dustry letters of acceptance or rejection of membership so that they go first to 
the responsible Office for its information and return to the Office of Adminis 
trative Management for permanent record-keeping. No originals of correspond- 
ence on committee membership will be retained in the files of other offices 
Letters requesting reimbursement for per diem and travel will be routed direct 
to the Office of Administrative Management for action. 

f. Terminations.—If practicable, one-third of the appointments to each com 
mittee will be terminated at the end of each year, to make company membership 
as fully representative of the different segments of industry as possible and 
thereby strengthen the committee’s effectiveness. Terminations at other times 
will be at the discretion of the Board, the company concerned, or the individual! 
industry representative. Upon notification, the Office of Administrative Man 
agement will prepare letters informing the affected members of the Board's 
action. In all instances, industry representatives, upon termination of service, 
will receive letters of appreciation prepared by the appropriate Munitions 
Board Office. 


14. Establishment of subcommittees 

a. The Government Chairman may recommend the establishment of sub 
committees, to assist the main committee. Subcommittees will be established 
only after the Government Chairman has submitted his recommendation, ac 
companied by a proposed membership list, to the Office of Administrative Man- 
agement. That Office will then take the necessary action to appoint industry 
representatives to the subcommittee. 

b. Subcommittee procedures, activities, and other administrative matters will 
be governed by the same operating rules that apply to main committees, 

ec. If the Government Chairman so desires, he may submit the subcommittee’s 
advice and recommendations direct to the Munitions Board and not through 
the main committee. 
15. Munitions Board liaison representative 

a. The Government Chairman may appoint a liaison representative for each 
Industry Advisory Committee or Subcommittee. The Munitions Board Liaison 
representative will make no attempt to influence conclusions or recommendations 
of committee members. His chief functions are to aid the Government Chair- 
man in furnishing guidance on the Board’s programs and policies, and to 
provide administrative assistance. In this respect, he will be responsible for 


(1) Attending all committee and subcommittee meetings. Where circum 
stances prevent his attendance, he is responsible for sending a representative 
from his Office. 

(2) Making available information necessary to the cominittee in its work. 
(Munitions Board committees, federal agencies, trade associations, or pri 
vate research groups may be utilized as sources of such information). 

(3) Assuring that recommended meeting agendas are acceptable to the 
Munitions Board. 

(4) Reviewing preliminary drafts of reports prepared by the committee 
for submission to the Board, and suggesting, where necessary, ways in 
which the presentation of the material in the committee’s final report may 
be improved. 
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(5) Making arrangements, through the Office of Administrative Manage- 
ment, for conference room and reporting services; and requesting that 
office to notify the industry representatives of completed arrangements 
for meeting time and place. 

(6) Furnishing the Office of Administrative Management, in advance of 
the meeting, with a list of all persons (other than the officially appointed 
industry representatives and Munitions Board staff members) who have 
heen invited, or granted permission in accordance with section 1Sb, to 
attend the meeting. The liaison representative will make sure, before 
the meeting convenes, that attendance is confined to the approved list of 
conferees and that no unauthorized persons are admitted. ( 

(7) Introducing the reporter to ¢he Committee and explaining her duties. 
The liaison representative will also supply the Office of Administrative 
Management with copies of all materials to be discussed or distributed at 
a scheduled meeting. If these materials are not distributed until the meet- 
ing begins, the liaison representative will see that copies are given to the 
reporter at the time they are circulated among conferees. 

(S) Requesting the Office of Administrative Management to arrange for 
duplicating and distributing copies of committee meeting summaries; and 
providing that Office with stencils of agendas and other printed material 
to be distributed with the summaries. 

(9) Keeping in close touch with the committee. 

(10) In cooperation with the Office of Administrative Management, in- 
suring that the Defense Production Administration is informed of all phases 
of the Committee’s Operations in which that agency may have an interest. 

(11) Recommending to the Board the preparation of appropriate pub- 
licity releases on all meetings. 

(12) Periodically notifying the committee members of the status of its 
reports and recommendations until the Munitions Board has taken final 
action. 

(13) Before an Industry Advisory Committee meeting, transmit to the 
special representatives of each of the Munitions Board Members a copy of 
the agenda for the Industry Advisory Committee meeting (through the See- 
retary of the Board) at the time that it is cirenlated to the Industry 
Advisory Committee members. Livery effort should be made to assure that 
the agenda copy for Munitions Board Members reaches them a minimum 
of one week before the meeting 

(14) Assist the Government Chairman in preparing necessary reports. 


16. Security 

The chairman of the committee or subcommittee, and the liaison representa- 
tive, will adhere to Munitions Board security regulations as they apply to com- 
mittee meetings: 

a, Classified matter will be distributed at meetings to committee and = sub- 
committee members only in accordance with specific instructions issued on this 
subject 

b. No elassified documents shall be left unattended in the conference room 
while the group adjourns for lunch, and no classified material shall be allowed 
to remain in conference rooms after meetings have ended. 

e, Admittance to meetings will be limited to industry representatives officially 
appointed to a committee or subcommittee, other industry representatives for 
whom permission to attend was granted in accordance with sec. Sb, in advance 
of the meetings, Munitions Board staff members, and other invited Government 
representatives, 


17. Luncheons 

a. Administrative Arrangements—The chairman or liaison representative 
will notify the Office of Administrative Management whenever it is desirable 
for the Munitions Board to provide luncheon for industry members attending a 
committee meeting, either in Washington or in the field. This request must be 
made at least two weeks prior to the scheduled meeting, or at the time the meet- 
ing is scheduled (whichever date comes first). The liaison representative will 
advise as.to the number expected to attend the luncheon (see next paragraph), 
the time, and any other specific arrangements desired Unless such prior 
arrangements are made with the Office of Administrative Management, the 
Munitions Board will not bear the luncheon cost. The Office of Administrative 
Management will have sole responsibility for dealing with the Pentagon Post 
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Restaurant or elsewhere in making formal luncheon arrangements, including 
menu selection. 

h, Attendance at Luncheons.—The Munitions Board will pay the luncheon cost 
for industry representatives invited to the meeting. Only those Government 
representatives approved by the Office of Administrative Management will be 
authorized to have luncheon at Government expense. In this connection, the 
chairman or liaison representative will submit to that office a list of those per- 
sons other than industry representatives, invited to attend the luncheon. 


18. Industry and Government attendance at meetings 

a. Each principal industry representative should attend all meetings. Alter 
nates may attend meeting with their principals or, when necessary, substitute 
for them, unless otherwise directed by the Committee Chairman. ‘Technical 
consultants from industry may also attend meetings in accordance with sec. 18> 

». Attendance by other than (a) industry representatives in their official com- 
mittee or subcommittee capacity, (b) interested Munitions Board staff members, 
or (c) the invited representatives of defense agencies shall be held to a mini 
mum. Such attendance will be permifted only when essential to the purpose of 
a specified meeting, and only, upon the request of the chairman or liaison rep- 
resentative and the approval of the Chief of the Office of Administrative Man 
agement. It is not the poliey of the Munitions Board to have counterpart 
interdepartmental or joint committee members and alternates attend meetings 
of industry advisory groups. The chairman of such joint or interdepartmenta] 
committees, or one representative from each of the military departments, may 
attend when his presence will serve a specific purpose. 

c. Meetings of industry advisory groups are not to serve as a forum for dis 
cussing divergent views and policies among the departments and agencies repre 
sented at such meetings, Neither the Government Chairman nor liaison 
representative should permit representatives of other agencies to dominate the 
discussion, at the risk of impeding consideration of subjects included on the com 
mittee’s approved agenda. 


19. Reporter 

a. To comply fully with the Department of Justice’s criteria that a duly 
qualified and independent reporter prepare minutes of Industry Advisory Com 
mittee meetings, a summary reporter from the Office of Administrative Man 
agement will attend all meetings and will be responsible for preparing the 
complete, objective, organized, concise, and accurate minutes of the meetings 
Such full and complete minutes will not be prepared, or their substance altered, 
by industry representatives or other Munitions Bonrd personnel, and they will 
at all times remain within custody of the Government. 

b. In addition, the reporter will prepare a summary of each meeting in 
accordance with see. 5 (a) (2) for the use of the Government and committees 
members. 

20. Order of business 

a. Announcements and Introductions.—The Government Chairman will make 

introductions and appropriate announcements, including a statement that minutes 


not classified for security reasons may be made available to the Congress. 
, 
t 


b. Approval of Written Summary of the Previous Meeting —At each meeting 
the written summary of the previous meeting will be approved by the committee 
or subcommittee. Any necessary corrections of modifications will be reported 
in the summary of the meeting at which they were offered. 

c. Report on Status of Committee Assi¢nments.—At each meeting the chair 
man will call on industry representatives who have individually undertaken 
specific work assignments to report on the degree of progress reached : explain 
any circumstances that have hindered progress; point out any additional infor 
mation needed from the Board to clarify the particular work assiguinents; and 
indicate future action expected. 

d. General Discussion—-This portion of the meeting will be of a general 
character to give members an opportunity to discuss freely Board directives 
or requests to the committee or subcommittee for assistance and any other sub 
jects bearing on the group's activities, and to decide on what future course of 
action will be followed. 

e. Summary of Meeting Outcome.—At the conclusion of the meeting. it is de- 
sirable that the Chairman, or liaison representative, crystallize the results of 
the meeting by briefly summarizing the main conclusions reached, recommenda 
tions formulated, and areas of stndy to be undertaken in the future 
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21. Monthly activities report 

a. The Office of Administrative Management will prepare each month a con- 
solidated report of committee and subcommittee activities during regularly 
scheduled meetings. This report will be based upon an analysis of official 
minutes of these meetings, and will also include information on future scheduled 
committee meetings, status of proposed committee charters, and other relevant 
matters that should be noted. This report will be submitted to the Munitions 
Board Chairman, Executive Vice Chairman, Vice Chairmen, Military Directors 
and the Office of Statistics, and two copies each will be sent to the speci: 
representatives of the Munitions Board Members (through the Secretary © 
the Board). The activities report will be as comprehensive as possible in order 
to provide an accurate picture of each committee’s monthly activity beth at 
meetings and outside meetings, including any factors impeding progress 
22. Committee management 

a. Only through strict enforcement of these procedures can the Munitions 
Board have contidence that the conduct and management of its industry advisory 
sroups Will meet the minilnum standards of the Department of Justice and othe1 
agencies to Which it has legal responsibility. 

b. These procedures are designed to insure that the criteria contained in 
Deputy Attorney General Peyton Ford’s letter of October 19, 1950, are satistied 

c¢. In administering Munitions Board industry advisory comluittee procedures 
the Office of Administrative Management will be governed by the eriteria of 
the Department of Justice for the proper operation of industry advisory cor 
mittees, subcommittees, and task or working groups. It will assist the Munitions 
Board oflices in interpreting and carr\ing out instructions intended to safeguar 
industry advisory groups and assure their continued cooperation and success 
in meeting their defined goals 


DeEPARTMENT OF DEFENSE, 
MUNITIONS Boarp 
Washington 25, D. C., April 10 
MB Order No. 51-34 
Subject: Munitions Board Organization and Functions. 


1. The attached organization chart and statements of Munitions Board func 
tions are approved. This manual is developed for maintenance in loose leaf 
notebooks: amendments will be issued as separate sheet changes. 

2. The Office of Administrative Management will publish a series of separate 
manuals detailing the internal organization and functions of each staff element 

3. This order supersedes MB Order No, 51-8, dated 1 September 1950, and 
four amendments 51-8/1, 51-872, 51-8/3 and 51-S8S/4. The Petroleum, Elec 
tronies and Aireraft Committee charters, contained in any of these orders, will 

tin in effect, pending thei Vision in line with this new functional statement 


J.D. SMALL, Chairnia? 


‘(ENTS AND FUNCTIONS 


SOARD 


IZATION 
A. The Bourd is composed of a civilian Chairman, who is Exe 
thereof and an Under Secretary or Assistant Secretary from each 
military departments, 
IB. The staff of the Board is headed by the Chairman, Munit 
an Executive Vice Chairman. It is composed of an adiministrat 


office, a statistical office, special stall advisors and the following fi 
each of which is headed by a Vice min: 

Production and Requir 

Supply Management 

International Programs 

Stockpiling Programing 

Government Agencies 
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Il. RESPONSIBILITIES AND FUNCTIONS 


Munitions Board 
Subject to the authority and direction of the Secretary of Defense, the Board 

is responsible for policy direction of the military departments in the following 
fields: 

Matériel requirements programing 

Production programing 

Stockpile programing 

Priorities and controls 

Scheduling and expediting of military sponsored production 

Management of Industrial Reserves 

Industrial Security 

Management of military controlled real property 

Procurement and contract administration 

Distribution 

Cataloging 

Standardization of matériel, matériel processes and construction 
In addition the Board is responsible for developing and recommending to appro- 
priate authority, policies, plans and programs with respect to foreign economic 
matters having military implications. 


Chairman, Munitions Board 

Subject to the authority and direction of the Secretary of Defense the Chair- 
man, Munitions Board: 

1, Exercises the power of decision in any matter on which the other members 
of the Board are not unanimous, 

2. With the advice and assistance of the Staff, prepares industrial and logis- 
tical plans, programs and policies for presentation to the Board. 

3. Takes executive action in accordance with the plans, programs and policies 
of the Board, and on those matters which do not require, or because of the ex- 
igencies of time do not permit, formal Board consideration. 

1. May, without being relieved of his responsibility therefor, perform any of 
his duties through or with the aid of such members or officials of the Munitions 
Board as he may designate. 

5. Advises the Secretary of Defense and, as directed, the President and the 
Congress concerning the activities of the Munitions Board in the discharge of 
its statutory and delegated responsibilities. 

6. Subject to the approval of the Secretary of Defense, provides for the internal 
organization of the Board and establishes its rules of procedure. 

7. Directs, supervises and controls the staff of the Board, through the Execu- 
tive Vice Chairman. 

8. Exercises responsibility over military personnel assigned to the Board with 
respect to performance of duty and efficiency ratings. 


Erecutive Vice Chairman 

Subject to the authority and direction of the Chairman, Munitions Board, 
the Executive Vice Chairman: 

1. Acts for the Chairman in the direction and general management of Muni- 
tions Board activities, in implementing decisions of the Munitions Board, and in 
relationships with industry, the military departments, and other Governmenta) 
and Department of Defense agencies. 

2. Directs the Munitions Board staff and subordinate agencies in the discharge 
of Munitions Board statutory and delegated responsibilities. 

5. Recommends to the Chairman items to be included in the Agenda of the 
Munitions Board. 

4. Provides secretarial services to the Munitions Board, including the ¢o- 
ordination, preparation, and distribution of Agenda and Minutes, and adminis- 
trative arrangements for Board and related staff meetings. Maintains the 
follow-up of correspondence serving to implement Board decisions, and a register 
of significant policies established. 

Legal Advisor 

The Legal Advisor will provide legal advice to the Munitions Board and staff. 
BReonomic Advisor 

The Economic Advisor will provide economic advice to the Munitions Board 
and staff. 
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Public Relations Advisor 
The Public Relations Advisor will provide public relations advice to the 
Munitions Board and staff. 


Small Business Adviser 
1. Advises the Chairman, Munitions Board, on all small-business matters. 
2. Represents the DOD before Congress and civilian agencies on small-business 


matters. 
Office of Administrative Management 

1. Advise and assist MB management in the development of organization 
changes. 

2. Appraise for the Chairman, MB, all proposals for organization changes 

3. Advise and assist the MB offices in establishing programs to carry out 
assigned functions. 

4. Establish procedures for reporting progress and status of MB staff work 

5. Prepare progress and status reports, on MB staff work, for the use of MB 
management. 

6. Develop and recommend over-all staffing requirements of the MB. 

7. Develop and maintain the over-all MB mobilization plan. 

8. Establish MB administrative policies and internal procedures, 

9. Coordinate administrative activities of the MB staff. 

10. Recruit, discharge, and transfer MB personnel as requested by MB muan- 
agement. 

11. Maintain administrative records. 

12. Provide MB offices with central administrative services. 

13. Provide secretarial services to the MB, including the preparation and 
distribution of minutes. 

14. Prepare and submit MB budget estimates to the O. S. D. 

15. Monitor internal security activities of the MB staff, 

16. Provide administrative assistance to the MB committees and agencies 

17. Prepare MB portion of Department of Defense Administrative Readiiess 
and Disaster Plans. 

Office of Statistics 

1. Advise and assist MB offices in statistical methods and procedures, 

2. Provide statistical and drafting services for the MB offices. 

3. Assist MB offices in the development of requests for information from mili- 
tary departments and industry, review such requests for conformance with 
statistical standards, and assign forms control symbols, 

4. Prepare the MB Monthly Review and special reports as required. 

5. Provide the OSD historian with MB historical data. 


VICE CHAIRMAN FOR PRODUCTION AND REQUIREMENTS MANAGEMENT 


1. Act in behalf of the Chairman or Exeeutive Vice Chairman in all matters 
falling within the responsibility of the office. 
2. Direct the work of the following Offices; and committees: 
Office of Programming 
Office of Priorities and Controls 
Office of Industrial Security 
Oflice of Materials Resources 
Office of Facilities and Services 
Office of Production Equipment 
Office of Components 
Office of Aircraft Programs 
Office of Petroleum Programs 
(flice of Electronics Programs 
Office of Guided Missiles Programs 
Office of Tank-Automotive Programs 
Office of Ships 
Office of Clothing, Equipage and Subsistence Programs 
(ffice of Weapons, Ammunition Programs 
(Office of Support Material Programs 
Allocations and Rating Committee 
Aircraft Committee 
Klectronices Committee 
Petroleum Comiunittee 





956 STUDY OF MONOPOLY POWER 


8. Submit to the Executive Vice Chairman matters to be brought before the 
Board or communicated to Board members. 
4. Perform such other duties as the Chairman or Executive Vice Chairman 
shall direct. 
OFFICE OF PROGRAMMING 


1. Coordinate the work of the program offices pertaining to the following 
functions: 

(a) Collaborating with working groups of civilian agencies in the develop- 
ment of national mobilization policies, programs, and procedures. 
Establishing with the assistance of JCS and the military departments 
DOD policy, procedures, and standards for determining and reporting 
military requirements. 

Developing on a continuous basis improved methods for speeding up 
the testing of requirements for economic feasibility. 

Advising and collaborating with the military departments in determin- 
ing requirements. 

Reviewing requirements for conformance with instructions, validity, 
and feasibility. 

Consolidating, presenting and defending military requirements before 
civilian agencies. 

Collaborating with civilian agencies in testing feasibility of military 
requirements. 

Establishing policy and procedures for scheduling, expediting, and 
reporting current and projected production programs. 

(i) Coordinating scheduling and expediting of current and projected pro- 
duction programs. 

(j) Appraising current production schedules for major claimant programs 
for the Assistant Secretary of Defense-Comptroller. 

(i) Consolidating production status reports. 

(/) Establishing policy for conservation of production resources. 

(m) Forecasting shortages of resources and recommending remedial 
measures, 

fn) Establishing policies for speeding industrial preparedness. 

(o) Approving industrial mobilization programs and budgets. 

(p) Following up on compliance with policies, procedures, and programs. 

2. Anulyze critical shortages of production resources, prepare feasibility re- 
ports, and recommend to the JCS and the military departments possible program 
rdjustments. 


OFFICE OF PRIORITIES AND CONTROLS 


i. Coordinate DOD participation in development of national systems of alloca- 
tions, priorities, and controls. 

2. Establish together with the military departments and other MB offices policy 
and procedures for implementing national mobilization controls. 

8. Establish military urgency systems. 

4. Recommend to civilian agencies the requisitioning of production resources. 

5. Renallocate DOD assigned resources in accordance with approved programs. 

6. Coordinate the accounting for allocations made within the DOD, maintain 
central records, and prepare allocation reports. 

7. Represent the DOD in obtaining special priorities assistance for urgent and 
classified programs. 

8. Follow-up on compliance with policies, procedures, and programs developed 
in performing the above functions. 


OFFICE OF INDUSTRIAL SECURITY 


1. Collaborate with working groups of civilian agencies in the development of 
national mobilization policies, programs, and procedures pertaining to industrial 
security. 

2. Establish policies, procedures, programs and criteria for security of militar) 
information in the hands of industry and for physical protection of vital facilities 
from sabotage, espionage, and local hazards. 

3. Develop and submit to JCS lists of vital domestic facilities and resources 
evaluated for security purposes. 

4. Coordinate implementation of industrial security programs, including assign 
ment of responsibility for plant security and publication of technical and educa- 
tional information. 
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5. Approve the industrial security aspects of industrial mobilization programs 
and budgets. 

6. Follow up on compliance with policies, procedures, and programs developed 
in performing the above functions. 


OFFICE OF FACILITIES AND SERVICES 


1. Collaborate with working groups of civilian agencies in the development 
of national mobilization policies, programs, and procedures pertaining to facilities 
and services. 

2. Establish with the assistance of JCS and the military departments DOD 
policy, procedures, and standards for determining and reporting military require- 
nents pertaining to facilities and services. 

3. Develop on a continuous basis improved methods for speeding up the testing 
of facilities and services requirements for economic feasibility. 

4. Advise and collaborate with the military departments and MB program 
offices in determining requirements for facilities and services including materials 
requirements for facilities. 

5. Review facilities and services requirements for conformance with instruc- 
tions, validity, and feasibility. 

6. Consolidate, present and defend military facilities and services program 
requirements before civilian agencies, 

7. Collaborate with civilian agencies in testing feasibility of facilities and 
services program requirements. 

8. Assist the Office of Programming in preparing feasibility reports on facilities 
and services program shortages and in recommending possible program adjust- 
ments to the JCS and military departments 

9. Advise and assist end item program offices in resolving production problems 
pertaining to facilities and services. 

10. Forecast probable shortages of facilities and services and recommend 
remedial action, 

11. Establish policy for speeding industrial prepareduess for facilities and 
services. 

12. Establish policy for conservation of facilities and services, 

13. Approve the facilities and services aspects of industrial mobilization pro 
grams and budgets. 

14. Establish policies and procedures for the expansion, assignment, acquisi 
tion, maintenance and disposal of military real property including reserve plants 

15. Audit, coordinate, and consolidate military public-works budgets 

16. Make recommendations to civilian agencies regarding the granting of 
certificates of necessity. 

17. Coordinate at the DOD level the administration of military controlled real 
property. 

18. Establish construction standards. 

19. Follow up on compliance with policies, procedures, and programms developed 
in performing the above functions. 


OFFICE OF MATERIALS RESOURCES 


1. Collaborate with working groups of civilian agencies in the development of 
inajor national mobilization policies, programs, and procedures pertaining t 
materials, 

2. Establish with the assistance of JCS and the military departments DOD 
policy, procedures, and standards for determining and reporting military require 
ments for materials, 

4. Develop on a continuous basis improved methods for speeding up the testing 
of materials requirements for economic feasibility. 

4. Advise and collaborate with the military departments and the MB program 
offices in determining requirements for materials, 

5. Collaborate with civilian agencies in determining current supply of materials 
available. 

6. Review materials requirements for conformance with instructions, validity, 
and feasibility. : 
7. Adjust materials requirements to reflect factors not included by milita 

departments. 

8. Consolidate, present, and defend miiltary materials requirements before 
civilian agencies. 
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9. Compile, consolidate, and maintain estimates of total civilian and military 
mobilization requirements and resources of strategic and critical materials. 

10. Forecast probable shortages of materials resources and recommend reme 
dial action. 

11. Collaborate with civilian agencies in testing feasibility of military mate- 
rials requirements. 

12. Assist the Office of Programming in analyzing critical shortages of produc- 
tion resources, preparing feasibility reports, and recommending to the JCS and 
the military departments possible program adjustments. 

13. Advise and assist the Office of International Programs and end item pro- 
gram offices in resolving production problems pertaining to materials. 

14. Establish policy for speeding industrial preparedness for materials 
resources, 

15. Establish policy for conservation of materials resources. 

16. Approve the materials aspects of industrial mobilization programs and 
budgets. ; 

17. Develop and recommend to the Vice Chairman for Stockpile Management, 
stockpile objectives, and stockpile materials specifications. 

18. Follow-up on compliance with policies, procedures, and programs developed 
in performing the above functions, 


OFFICE OF COMPONENTS 


1. Collaborate with working groups of civilian agencies and industry com- 
mittees in the development of national mobilization policies, programs, and 
procedures pertaining to Components programs. 

2. Establish with the assistance of JCS and the military departments DOD 
policy, procedures, and standards for determining and reporting military re- 
quirements pertaining to components programs, 

3. Develop on a continuous basis improved methods for speeding up the 
testing of components program requirements for economic feasibility. 

t. Advise and collaborate with the military departments in determining re- 
quirements for Components programs. 

» Review components programs requirements for conformance with Instrue- 
tions, validity, and feasibility. 

6. Consolidate, present, and defend components program requirements before 
civilian agenctes. 

7. Collaborate with civilian agencies in testing feasibility of components 
program requirements, 

S. Assist the Office of Programming in analyzing critical shortages of pro 
duction resources, preparing feasipility reports, and recommending to the JCS 
and military departments possible program adjustments 

9 Aavise and assist end item program offices in resolving end item production 
problems resulting from component shortages. 

10. Establish policies and procedures tor scheduling, expediting, and reporting 
current and projected components production programs. 

1i. Coordinate scheduling and expediting of current and projected Gomponents 
programs, 

iz. Appraise current components production schedules for the Assistant See 
retary of Defense-Comptroller, 

13. Consolidate components program production status reports for DOD. 

14. Forecast probable shortages of components production resources and 
recommend remedial action. 

15. Establish policy for speeding industrial preparedness for components 
production, 

16, Establish policy for conservation of components production resources 

17. Approve the components production aspects of industrial mobilization 
programs and budgets, 

IN. Assist the Otlice of Facilities and Services in making recommendations 
to civilian agencies regarding the granting of Certificates of Necessity. 

Iv. Follow up on compliance with policies, procedures, and programs developed 


in performing the above functions. 


OFFICE OF PRODUCTION FQUIPMENT 


1. Collaborate with working groups of civilian agencies in the development 
of national mobilization policies, programs, and procedures pertaining to pro 


duction equipment, 
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2. Establish with the assistance of JCS and the military departments DOD 
policy, procedures, and standards for determining and reporting military require- 
ments for production equipment. 

3. Develop on a continuous basis improved methods for speeding up the test- 
ing of production equipment requirements for economic feasibility. 

4. Advise and collaborate with the military departments in determining re- 
quirements for production equipment. 

5. Review production equipment requirements for conformance with instruc- 
tions, validity, and feasibility. 

6. Consolidate, present and defend military requirements for production 
equipment before civilian agencies. 

7. Collaborate vith civilian azencies in testing feasibility of production equip- 
nent program reg liremeiits. 

S. Assist the Oifice of Programing in analyzing critical shortages of produc- 
tion resources, propering feasib.lity reports, and recommending to the ICS ard 
military departments possible program adjustments, 

9 Establish policies and procedures for scheduling, expediting, and reportinz 
current and projected programs for military production equipment. 

10. Coordinate scheduling and expediting of current and projected programs 
for military production equipment. 

11. Appraise current military production equipment schedules for the Assistant 
Secretary of Defense—Comptroller. 

12. Advise and assist the Office of International Programs and end item 
program offices in resolving production problems pertaining to contractors indus 
trial equipment. 

13. Consolidate military production equipment program production status re- 
ports for POD. 

14. Establish policy for speeding industrial preparedness for production equip 
ment. 

15. Establish policy for conservation of production equipment. 

16. Forecast probable shortages of preduction equipment and recommend 
remedial action. 

17. Approve industria] mobilization programs and budgets pertaining to pro 
duction equipment. 

IS. Assist the Office of Facilities and Services in making recommendations to 
civilian agencies regarding the granting of Certificates of Necessity. 

1% Establish policies and procedures for assignment acquisition maintenance 
and disposal of production equipment in the industrial reserve. 

20. Coordinate the administration of production equipment in the industrial 
reserve 

21. Follow-np on compliance with policies, procedures, and programs developed 
in performing the above functions 


OFFICE OF AIRCRAFT PROGRAMS 


1. Collaborate with working groups of civilian agencies and industry com- 
mittees in the development of national mobilization policies, programs, and pro- 
cedures pertaining to aircraft programs. 

2. Establish with the assistance of JCS and the military departments DOD 
policy, procedures, and standards for determining and reporting military re- 
quirements pertaining to aircraft programs. 

3. Develop on a continuous basis improved methods for speeding up the testing 
of aireraft program requirements for economic feasibility. 

#. Advise and collaborate with the miiltary departments in determining re 
quirements for aircraft programs 

>. Review aireraft program requirements for conformance with instructions, 
validity, and feasibility. 

6. Consolidate, present, and defend military and essential civilian aireraft 
program requirements before civilian agencies, 

7. Collaborate with civilian agencies in testing feasibility of military aircraft 
program requirements. 

S. Assist the Office of Programming in analyzing eritical shortages of produce 
tion resources, preparing feasibility reports, and recommending to the JCS and 
military departments possible program adjustments 

9, Establish policies and procedures for scheduling, expediting, 
current and projected aircraft production programs, 

10. Coordinate scheduling and expediting of current and proje 
programs. 
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11. Appraise current aircraft production schedules for the Assistant Secretary 
of Defense-Comptroller. 

12. Consolidate aircraft program production status reports for DOD. 

13. Forecast probable shortages of aireraft production resources and recom- 
mend remedial action. 

14. Establish policy for speeding industrial preparedness for aircraft produc 
tion. 

15. Establish policy for conservation of aircraft production resources. 

16, Approve the aircraft production aspects of industrial mobilization pro 
grams and bugets. 

17. Assist the Office of Facilities and Services in making recommendations to 
civilian agencies regarding the granting of Certificates of Necessity. 

18. Assist the Standards Agency in coordinating the work of the military de- 
partments pertaining to standards and specifications for military aircraft equip 
ment and supplies. 

19, Assist the Office of Supply in developing and recommending policies, proce- 
dures, and programs for the development and improvement of military activities 
pertaining to receipt, storage, warehousing, inventory control, maintenance, issue 
and disposal of aircraft matériel, 

20. Follow up on compliance with policies, procedures, and programs developed 
in performing the above functions. 


OFFICE OF PETROLEUM PROGRAMS 


1. Collaborate with working groups of civilian agencies and industry com- 
mittees in the development of national and international mobilization policies, 
programs, and procedures pertaining to petroleum programs. 

2. Establish, with the assistance of JCS and the military departments, DOD 
policy, procedures, and standards for determining and reporting military require- 
ments pertaining to petroleum programs, 

3. Develop on a continuous basis improved methods for speeding up the testing 
of petroleum program requirements for economic feasibility. 

#. Advise and collaborate with the military departments in determining 
requirements for petroleum programs including on the spot review of methods 
and factors. 

5. Review petroleum program requirements for conformance with instructions, 
validity, and feasibility. 

6. Adjust petroleum program requirements to reflect factors not included by 
military departments. 

7. Consolidate, present and defend military petroleum program requirements 
before civilian agencies, 

8. Survey continuously foreign petroleum resources and provide the JCS 
and PAT with survey reports. 

%. Collaborate with civilian agencies in testing feasibility of military petroleum 
program requirements. 

10. Assist the Office of Programming in analyzing critical shortages of produc- 
tion resources, preparing feasibility reports and recommending possible program 
adjustments to appropriate authority. 

11. Appraise current petroleum production schedules for the Assistant Secre- 
tary of Defense-Comptroller. 

12. Consolidate petroleum program production status reports for DOD. 

13. Forecast probable shortages of petroluem products and recommend remedial 
action. 

14. Approve the petroleum production aspects of industrial mobilization pro- 
grams and budgets. 

15. Assist the Vice Chairman, Supply Management, in establishing policies, 
procedures, and programs for the development and improvement of military 
activities pertaining to the receipt, transportation, storage, rotation, issue and 
disposal of petroleum products. 

16. Develop and recommend to the JCS levels of petroleum supply and storage 
capacity by major geographical areas, 

17. Follow-up on compliance with policies, procedures, and programs developed 
in performing the above functions. 


OFFICE OF ELECTRONIC PROGRAMS 


1. Collaborate with working groups of civilian agencies and industry committees 
in the development of national mobilization policies, programs, and procedures 
pertaining to electronic programs. 
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2. Establish, with the assistance of JCS and the military departments, DOD 
policy, procedures, and standards for determining and reporting military require- 
ments for electronics programs, 

3. Develop on a continuous basis improved methods for speeding up the testing 
of electronic program requirements for economic feasibility. 

4. Advise and collaborate with the military departments in determining elec- 
tronic program requirements, 

5. Review electronic program requirements for conformance with instructions, 
validity, and feasibility. 

6. Consolidate, present and defend military electronic requirements before 
civilian agencies. 

7. Collaborate with civilian agencies in testing feasibility of electronic program 
requirements. 

S. Assist the Office of Programming in analyzing critical shortages of produe- 
tion resources, preparing feasibility reports, and recommending to the JCS and 
inilitary departments possible program adjustments. 

9. Establish policies and procedures for scheduling, expediting, and reporting 
current and projected electronic production programs. 

10. Coordinate scheduling and expediting of current and projected electronic 
programs. 

11. Appraise current electronic production schedules for the Assistant Secre- 
tary of Defense—Comptroller. 

12. Consolidate electronic production status reports for DOD. 

13. Establish policy for speeding industrial preparedness for electronic 
production. 

14. Forecast probable shortages of electronic production resources and recom- 
mend remedial action, 

15. Establish policy for conservation of electronic production resources. 

16. Approve the electronic production aspects of industrial mobilization pro- 
grams and budgets. 

17. Assist the Office of Facilities and Services in making recommendations to 
civilian agencies regarding the granting of Certificates of Necessity. 

18. Assist the Standards Agency in coordinating the work of the military 
departments pertaining to standards and specifications for military electronic 
equipment and supplies. 

19. Assist the Office of Supply in developing and recommending policies, pro- 
cedures, and programs for the development and improvement of military activities 
pertaining to transportation and receipt, storage, warehousing, inventory control, 
maintenance, issue and disposal of electronic matériel. 

20. Follow up on compliance with policies, procedures, and programs developed 
in performing the above functions. 


OFFICE OF TANK-AUTOMOTIVE PROGRAMS 


1. Collaborate with working groups of civilian agencies and industry com 
mittees in the development of national mobilization policies, programs, and 
procedures pertaining to tank-automotive programs. 

2. Establish with the assistance of JCS and the military departments DOD 
policy, procedures, and standards for determining and reporting military re 
quirements pertaining to tank-automotive programs, 

3. Develop on a continuous basis impreved methods for speeding up the 
testing of tank-autometive program requirements for economic feasibility. 

4. Advise and collaborate with the military departments in determining re- 
quirements for tank-automotive progranis, 

5b. Review tank-automotive program requirements for conference with instruc- 
tions, validity, and feasibility. 

6. Consolidate, present, and defend military tank-automotive program require- 
ments before civilian agencies. 

7. Collaborate with civilian agencies in testing feasibility of tank-automotive 
program requirements. 

S. Assist the Office of Programming in analyzing critical shortages of pro- 
duction resources, preparing feasibility reports, and recommending to the JCS 
and military departments possible program adjustments 

9, Establish policies and procedures for scheduling, expediting, and reporting 
current and projected tank-automotive production programs, 

10. Coordinate seheduling and expediting of current and projected tank- 
automotive pregrams 
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11. Appraise current tank-automotive production schedules for the Assistant 
Secretary of Defense—Comptroller. 

12. Consolidate tank-automotive program production status reports for DOD). 

13. Forecast probable shortages of tank-automotive production resources and 
recommend remedial action. 

14. Establish policy for speeding industrial preparedness for tank-automotive 
production, 

15. Establish policy for conservation of tank-automotive production resources. 

16. Approve the tank-automotive production aspects of industrial mobilization 
programs and budgets. 

17. Assist the Office of Facilities and Services in making recommendations 
to civilian agencies regarding the granting of Certificates of Necessity. 

18. Followup on compliance with policies, procedures, and programs developed 
in performing the above functions, 


OFFICE OF WEAPONS-AMMUNITION PROGRAMS 


1. Collaborate with working groups of civilian agencies and industry com- 
mittees in the development of national mobilization policies, programs, and 
procedures pertaining to weapons-ammunition. 

2. Establish with the assistance of JCS and the military departments DOD 
policy, procedures, and standards for determining and reporting military re- 
quirements pertaining to weapons-alimunition programe. 

3. Develop on a continuous basis improved methods for speeding up the test 
ing of weapons-ammunition program requirements for economic feasibility. 

4. Advise and collaborate with the military departments in determining re- 
quirements for weapons-ammunition programs. 

5. Review weapons-ammunition program requirements for conformance with 
instructions, validity, and feasibility. 

6. Consolidate, present, and defend military Weapons-ammunition program 
requirements before civilian agencies. 

7. Collaborate with civilian agencies in testing feasibility of weaponus-ammn- 
nition program requirements for feasibility. 

8S. Assist the Office of Programming in analyzing critical shortages of produc- 
tion resources, preparing feasibility reports, and recommending to the JCS and 
military departments possible program adjustments. 

% Establish policies and procedures for scheduling, expediting, and report 
ing current and projected weapons-ammunition production programs. 

10. Coordinate scheduling and expediting of currem and projected weapons 
ammunition programs, 

11. Appraise current weapons-ammunition production schedules for the Assist- 
ant Secretary of Defense-Comptroller. 

12. Consolidate weapons-ammunition program production status reports for 
Dao, 

13. Forecast probable shortages of Wepons-ammunition production resources 
and recommend remedial action, 

14. Hstablish policy for speeding industrial preparedness for weapons-ammu 
nition production. 

15. Establish policy for conservation of Weapons-ammunition production 
resources, 

16. Approve the weapons-ammunition production aspects of industrial mobili 
zation programs and budgets. 

17. Assist the Office of Facilities and Services in making recommendations to 
civilian agencies regarding the granting of Certificates of Necessity. 

1S. Follow-up on compliance with policies, procedures, and programs developed 
in performing the above functions. 


OFFICE OF GUIDED MISSILES PROGRAMS 


1. Collaborate with working groups of civilian agencies and industry com 
mittees in the development of national mobilization policies, programs, and 
procedures pertaining to guided missiles programs. 

2. Establish with the assistance of JCS and the military departments DOD 
policy, procedures, and standards for determining nud reporting military r 
quirements pertaining to guided missiles programs 

*. Develop on a continuous basis improved methods for speeding up the tes 


guided missiles program requirements for economic feasibility. 
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4. Advise and collaborate with the military departments in determining re- 
quirements for guided missiles programs. 

5. Review guided missiles program requirements for conformance with in- 
structions, validity, and feasibility. 

6. Consolidate, present, and defend guided missiles program requirements 
before civilian agencies. 

7. Collaborate with civilian agencies in testing feasibilty of guided missiles 
program requirements. 

8. Assist the Office of Programming in analyzing critical shortages of produc- 
tion resources, preparing feasibility reports, and recommending to the JCS and 
military departments possible program adjustments. 

9. Establish policies and procedures for scheduling, expediting, and reporting 
current and projected guided missiles production programs. 

10. Coordinate scheduling and expediting of current and projected guided 
missiles programs. 

11. Appraise current guided missiles production schedules for the Assistant 
Secretary of Defense-Comptroller. 

12. Consolidate guided missiles program production status reports for DOD. 

13. Forecast probable shortages of guided missiles production resources and 
recommend remedial action. 

14. Establish policy for speeding industrial preparedness for guided missiles 
production. 

15. Establish policy for conservation of guided missiles production resources. 

16, Approve the guided missiles production aspects of industrial mobilization 
programs and budgets. 

17. Assist the Office of Facilities and Services makiag recommendations to 
civilian agencies regarding the granting of Certificates of Necessity. 

18. Follow-up on compliance with policies, procedures, and programs devel- 
oped in performing the above functions. 


OFFICE OF SHIPS PROGRAMS 


1. Collaborate with working groups of civilian agencies and industry com 
mittees in the development of national mobilization policies, programs, and pro 
cedures pertaining to ships programs. 

2. Establish with the assistance of JCS and the military departments DOD 
policy, procedures, and standards for determining and reporting military require 
ments pertaining to ships programs, 

3. Develop on a continuous basis improved methods for speeding up the testing 
of ships program requirements for economic feasibility. 

4. Advise and collaborate with the military departments in determining require- 
ments for ships progranis. 

5. Review ships program requirements for conformance with instructions, val- 
idity, and feasibility. 

6. Consolidate, present, and defend ships program requirements before civilian 
agencies. 

7. Collaborate with civilian agencies in testing feasibility of ships program 
requirements. 

8. Assist the Office of Programming in analyzing critical shortages of produc- 
tion resources, preparing feasibility reports, and recommending to the JCS and 
military departments possible program adjustments. 

% Establsh policies and procedures for scheduling, expediting, and reporting 
eurrent and projected ships production programs. 

10. Coordinate scheduling and expediting of current and projected ships pro- 
grams 

11. Appraise current ships production schedules for the Assistant Secretary of 
Defense—Comptroller 

12. Consolidate ships program production status reports for DOD. 

13. Forecast probable shortages of ships production resources and recommend 
remedial action. 

14. Establish policy for speeding industrial preparedness for ships production. 

15. Establish policy for conservation of ships production resources 

16. Approve the ships production aspects of industrial mobilization programs 
and budgets. 

17. Assist the Office of Facilities and Services in making recommendations to 
civilian agencies regarding the granting of Certificates of Necessity. 

IS. Follow-up on compliance with policies, procedures, and programs developed 
in performing the above functions. 
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OFFICE OF CLOTHING, EQUIPAGE, AND SUBSISTENCE PROGRAMS 


1. Collaborate with working groups of civilian agencies and industry commit 
tees in the development of national mobilization policies, programs, and proce- 
dures pertaining to clothing, equipage and subsistence programs. 

2. Establish with the assistance of the JCS and the military department DOD 
policy, procedures, and standards for determining and reporting military re- 
quirements pertaining to clothing, equipage, and subsistence programs. 

3. Develop on a continuous basis improved methods for speeding up the test 
ing of clothing, equipage and subsistence program requirements for economi 
feasibility. 

4. Advise and collaborate with the miiltary departments in determining re 
quirements for clothing, equipage, and subsistance programs. 

5. Review clothing, equipage, and subsistence program requirements for con 
formance with instructions, validity, and feasibility. 

6. Consolidate, present, and defend military clothing, equipage, and subsist 
ence program requirements before civilian agencies. 

7. Collaborate with civilian agencies in testing feasibility of clothing, equipage 
and subsistence program requirements, 

8. Assist the Office of Vrogramming in analyzing critical shortages of produc 
tion resources, preparing feasibility reports, and recommending to the JCS and 
Inilitary departments possible program adjustments. 

9. Establish policies and procedures for scheduling, expediting, and reporting 
current and projected clothing, equipage, and subsistence production programs 

10. Coordinate scheduling and expediting of current and projected clothing, 
equipage, and subsistence programs. 

11. Appraise current clothing, equipage, and subsistence production schedules 
for the Assistant Secretary of Defense—Comptroller. 

12. Consolidate clothing, equipage, and subsistence program production status 
reports for DOD, 

13. Forecast probable shortages of clothing, equipage, and subsistence produc- 
tion resources and recommend remedial action, 

14. Establish policy for speeding industrial preparedness for clothing, equipage 
and subsistence production. 

15. Establish policy for conservation of clothing, equipage, and subsistence 
production resources, 

16. Approve the clothing, equipage, and subsistence production aspects of in 
dustrial mobilization programs and budgets. 

17. Assist the Office of Facilities and Services in making recommendations to 
civilinn agencies the granting of Certifieates of Necessity 

18. Follow-up on compliance with pelicies, procedures, and programs deve 


oped in performing the above functions. 
tANES 


1. Collaborate with working groups of civilian agencies and industry comumit- 
tees in the development of national mobilization policies, programs, and proce- 
dures pertaining to support matériel programs. 

2. Establish with the assistance of JCS and the military departments DOD 
policy, procedures, and standards for determining and reporting military require 
ments pertaining to support matériel programs. 

3. Develop on a continuous basis improved methods for speeding up the testing 
of support matériel program requirements for economic feasibility. 

4. Advise and collaborate with the military departments in determining re 
quirements for support matériel programs, 

Review support matériel program requireinents for conformance with in 
structions, validity. and feasibility. 

6, Consolidate, present, and defend support matériel program requirements 
hefore civilian agencies. 
7. Collaborate with civilian agencies in testing fei ility port materiel] 
procram requirements for feasibility. 

8S. Assist the Office of Programming in analyzing critical shortages of produc 
tion resources preparing feasibility reports. and recommending to the JCS and 
military departments possible program adjustments 

9%. Establish policies and procedures for scheduling, expediting, and reporting 
current and projected support matériel production programs 
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10. Coordinate scheduling and expediting of current and projected support 
matériel programs. 

11. Appraise current support matériel production schedules for the Assistant 
Secretary of Defense—Comptroller. 

12. Consolidate support matériel program production status reports for DOD. 

15. Forecast probable shortuges of support matériel production resources and 
recommend remedial action. 

14. Establish policy for speeding industrial preparedness for support matériel! 
production, 

15. Establish poliey for conservation of support matériel production resources. 

16. Approve the support materiel production aspects of industrial mobilization 
programs and budvets 

17. Assist the Office of Facilities and Services in making recommendations to 
civilian agencies regarding the granting of Certificates of Necessity. 

Is. Follow-up on compliance with policies, procedures, and programs developed 


in performing the above functions 
VICE CHAIRMAN FOR INTERNATIONAL PROGRAMS 


1. Act in behalf of the Chairman or Executive Vice Chairman in all mutters 
falling within the responsibility of the office. 

2. Direct the work of the Office of International Programs. 

3. Coordinate international activities with other Departments and Agencies 
of the Government. 

4. Submit to the Executive Vice Chairman matters to be brought before the 
Board or communicated to Board members. 

5. Perform such other duties as the Chairman or Executive Vice Chairman 
shall direct. 

OFFICE OF INTERNATIONAL PROGRAMS 


1. Develop and furnish to the U. S. Member of the North Atlantic Defense 
Production Board U. 8. policies and programs pertaining to mutual economic 
and production assistance of international defense mobilization. 

2. Coordinate DOD participation with U. 8S. and international agencies in 
establishing U. S. foreign economic and financial policies and programs includ- 
ing policies pertaining to trade agreements, export and import controls, foreigt 
an ; stance, economic Warfare, international mobilization 


military and Civilian 
planning, foreign resources development, and ocean shipping. 


3. Assist the North Atlantic Defense Production Board in externa 


. 
trative matters. 
t. Establish policies, procedures, and standards for determining U. 8. supplied 


1 adminis- 


materials and equipment requirements of foreign governments for defense 
production. 
5. Review foreign production requirements for their effect upon U odue 


SS ) 
». | 
em Fe policy on East-West tt ide, and 


tion programs and for compliance with 
recommend adjustments to appropriate authority when necessary, 
6. Develop and submit JCS and interested agencies lists of vital foreign 


fa 


ties and resources 


7. Present and defend when appropriate foreign requirements before ci\ 


agencies. 
S. Assist the Office of Programming in analyzing critical shortages of pro 
duction resources, preparing feasibility reports, and recommending to the JCS 


and the military departments possible program adjustments. 


{ 
i 
9. Establish policies and procedures for scheduling, expediting, and reporting 
status of the production equipment and material requirements of international 
programs 
10. Coordinate scheduling and expediting of the production, equipment and 
material requirements of international programs. 
alvze international economic and tinancial data, and submit reports 
of Defense, the MB staff, and other interested agencies fo 
ise in appraising international programs 
12. Develop and recommend to the Vice Chairman of Supply Management 
procurement and distribution policies pertaining to international programs, 
particularly procurement policies pertaining to foreign countries. 
13. Follow up on compliance with policies, procedures and programs developed 


in performing the above functions 
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VICE CHAIRMAN FOR STOCKPILE PROGRAMING 


1. Acts in behalf of the Chairman or Executive Vice Chairman in all matters 
falling within the responsibility of the office. 
2. Direct the work of the following offices : 
Office of Stockpile Programs 
Office of Stockpile Operations 
3. Coordinate stockpiling activities with other Departments and Agencies of 
the Government. 
4. Submit to the Executive Vice Chairman matters to be brought before the 
Board or communicated to Board members. 
5. Perform such other duties as the Chairman or Executive Vice Chairman 
shall direct. 
OFFICE OF STOCKPILE PROGRAMS 


1. Establish policy and procedures governing determination of stockpile 
objectives. 

2. Determine stockpile objectives. 

3. Establish stockpile materials specifications. 

#. Assist the Office of Stockpile Operations in expediting and auditing imple- 
mentation of stockpile programs through revision of materials specifications, 
5. Follow-up on compliance with policies, procedures, and programs developed 
in performing the above functions. 


OFFICE OF STOCKPILE OPERATIONS 


1. Establish policies and procedures governing procurement, storage, mainte- 
hance, security, and processing of stockpile materials. 

2. Assist the Office of Stockpile Programs in establishing stockpile materials 
specifications. 

5. Develop programs for budgeting and procuring stockpile materials 

#. Collaborate with General Services Administration in working out details 
of procurement, storage, maintenance, security, and processing of stockpile 
materials. 

5. Expedite and audit implementation of stockpile programs 

6. Follow-up on compliance with policies, procedures, and programs developed 
in performing the above functions, 


VICE CHAIRMAN FOR GOVERNMENT AGENCTES 


1. Represent the DOD with government agencies in establishing major national 
mobilization policies, plans, and programs. 
2. Coordinate the administration of Department of Defense field offices 


VICE CHAIRMAN FOR SUPPLY MANAGEMENT 


1. Act in behalf of the Chairman or Executive Vice Chairman in all matters 
falling within the responsibility of the office. 
2. Direct the work of the following offices and agencies: 
Office of Procurement 
Office of Supply 
Office of Small Business 
Cataloging Agency 
Standards Agency 
Packaging Agency 
Materials Inspection Agency 
3. Submit to the Executive Vice Chairman matters to be brought before the 
Board or communicated to Board members. 
1. Perform such other duties as the Chairman or Executive Vice Chairman 
Shall direct. 
OFFICE OF PROCUREMENT 


1. Coordinate DOD participation with civilian agencies in the formulation 
of policy and procedures affecting procurement methods. 

2. Establish policies, procedures, and programs for the development and im- 
provement of purchasing and contract administration activities by the military 
departments, including the assignment and evaluation of single service procure- 
ment wth recommendations for remedial measures, 
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3. Coordinate the procurement of declared critical material items. 

4. Coordinate the publishing and maintenance of procurement regulations. 

5. Coordinate the DOD participation with civilian control agencies in formu- 
lating price stabilization measures. 

6. Advise the Vice Chairman, Production and Requirements, regarding adverse 
effects of military procurement programs on market conditions and assist in 
planning remedial action when required. 

7. Develop and recommend to the Vice Chairman, Production and Require- 
ments, policies and procedures for improving the determination and review of 
requirements. 

S. Follow-up on compliance with policies, procedures, and programs developed 
in performing the above functions. 


OFFICE OF SUPPLY 


1. Coordinate DOD participation with civilian agencies and industry groups 
in the formulation of policy and procedures affecting distribution of military 
material, 

2. Develop and recommend to the JCS and the military departments, policies, 
procedures, and programs for the development and improvement of military 
activities pertaining to receipt, storage, warehousing, inventory control, mainte- 
nance, issue and disposal of materiel, and the transportation of materiél and 
personne! 

3. Develop and recommend to the JCS and the military departments policies 
and procedures for setting stock levels. 

4. Follow-up on compliance with policies, procedures, and programs developed 
in performing the above functions. 


OFFICE OF SMALL BUSINESS 


1. Represent the DOD before civilian agencies in the formulation of national 
small business policy. 

2. Establish DOD policy and procedures to assure proper utilization of small 
business in support of military procurement programs. 

3. Coordinate small business activities of the military departments at the 
DOD level. 

4. Advise and collaborate with the military departments and AFRC to provide 
necessury assistance regarding small business problems, 

5. Act as center of information at the national level for the DOD on all small 
Dusiness matters. 

6. Follow-up on compliance with the policies, procedures, and programs devel- 
oped in performing the above functions. 


CATALOGING AGENCY 


1. Establish a federal supply catalog system. 
2. Coordinate the military departments and civilian agencies in the installation 
and maintenance of a federal supply catalog system. 

3. Edit, publish, and distribute cataloging data. 

$#. Maintain central files of cataloging data. 

5. Follow-up on compliance with poilicies, procedures, and progranuis developed 
in performing the above functions. 


STANDARDS AGENCY 


1. Establish a DOD standardization program including policies and pro- 
cedures for preparing. approving, and issuing standards and specifications for 
military equipment, supplies, and services. 

2. Coordinate DOD participation with other government agencies and indus- 
try in establishing national policy for matériel and equipment standards and 
specifications. 

3. Coordinate work of the military departments pertaining to standards 
and specifications for military equipment, supplies and services. 

t. Edit, approve, and publish military equipment and supply specifications and 
standards, 

5. Follow-up on compliance with policies, procedures, and programs developed 
in performing the above functions. 
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PACKAGING AGENCY 


1 Establish policy, procedures, and programs pertaining to the development 
and improvement of: 
A. Preservation, packaging, and packing methods of the military depart 
ments, 
B. Preparation of preservation, packaging, and packing standards for 
item specifications. 
2. Coordinate the preparation of the preservation, packing, and packaging 
indards of item specifications for submission to the standards agency. 


wets 
‘ 


3. Edit std publish general standards for preservation, packing, and packaging. 
$, Follow-up on compliance with policies, procedures, and prograins developed 


in performing the above functions. 


MATERIAL INSPECTION AGENCY 
Establish policies, procedures, and programs for the development and 
improvement of material inspection activities by the military departments, 
2. Follow-up on compiiance with policies, procedures, and programs developed 


in performing the above function. 


INSURANCE ADVISOR 
1. Establish policies, procedures, and programs pertaining to the insurance 
aspects of procurement, 
2. Represent the DOD with the insurance industry in developing insurance 
agreements pertaining to procurement. 
> Follow-up on compliance with policies, procedures, and programs developed 


in performing the above functions. 


MUNITIONS Boarp, 
Washington, D. C., June 13, 1951. 
Hon. EMANUEL CELLER, 
Chairman, Subcommittee an Study of Monopoly Power, 
Committee on the Judiciary, House of Representative 

My Dear Mr. CHAIRMAN: During my testimony before your subcommittee on 
‘Tuesday, June 12, a question was raised with regard to a meeting of the Munitions 
Board Stockpiling Subcommittee of the Rubber Industry Advisory Comunittee, 
held on March 28, 1951. Specificaliv, you requested information concerning the 
attendance, at this meeting, of industry representatives who were not official 
Committee members. Attached is a brief summary of the circumstances which 
resulted in the attendance of industry nonmembers at the March 23 meeting. 

As we pointed out to your subcotimittee yvesterday, the Munitions Board 
Industry Advisory Committee procedure provides that in cases where matters to 
be discussed at a meeting are concerned with segments of an industry not 
represented on the Committee, the Committee Chairman may invite representa- 
tives who specialize in that particular subject. 

[ thank you for the opportunity to appear before your subcommittee and 
especiniiy appreciate the statement that you read int ‘ecord concerning the 
usefulness of industry advisory committees, 

Sincerely yours, 
J. D. SMALL, Chairman, 


NIERTING OF THE STOCKPILING SvncowM™MI?rree, Runser INDUSTRY ADVISORY 
COMMITTER, MArcH 23, 1951 


This meeting was called to obtain the advice of industry on several important 
and urgent questions which had arisen on grades of rubber to be purchased for the 
stockpile and the methods of rotation of these crades. The date of the meeting 
was recommended by the Chairman of the Subcommittee, and all members noti- 
fied by telegram. The presidents of the Rubber Manufacturers Association, and of 
the Rubber Trade Association, being men with exceptional qualifications and 
backgrounds in the field of the subjects to he discnssed, were invited to attend 
as observers. Both of these men had been cleared for security, in connection with 
their activities as advisers to the United States delegation at meetings of the 
International Rubber Study Group. Trade association members had not been 
present at any previous meeting of this subcommittee 
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Mr. Harry FE. Smith, of the Raybestos Manhattan, Inc., was the only member 
who notified the Munitions Board that he would not be able to be present. When 
the meeting convened, however, it developed that many of the members had 
been unable to attend, and had sent other representatives from their companies. 
Mr. Grant and Mr. Scheinier, rubber importers, were the only Inembers present. 
Mr. Litchfield, the chairman of the Subcommittee, of the Goodyear ‘Tire & Rubber 
Co., had sent Mr. Wilson, vice president of his company and alternate to Mr. 
Litchtield on the main rubber committee, as well as Mr. Bogardus, his natural- 
rubber expert. Mr. Collyer, of the B. F. Goodrich Co., and Mr. Humphreys of the 
U.S. Rubber Co. both sent their experts on natural rubber. Mr. Firestone, of the 
Firestone Tire & Rubber Co. sent a vice president of the company. A representa- 
tive of the Manhattan Rubber Division. Raybestos Manhattan, Inc., ajpeared 
for Mr. Smith, and no representative from the Dayton Kubber Manufacturing 
Co. attended. 

The meeting was conducted by the Chief of the Chemicals and Rubber Division, 
of the Munitions Board staff, who recognized from personal knowledge the per- 
sonal competency of the industry representatives on the subjects to be discussed ; 
in most cases, the industry representatives present were better qualified to discuss 
the technical problems involved than were the official Committee members. 

JUNE 28, 1951. 
Hon. Jonn D. SMALI 
Chairman, Munitions Board, Washington, D. C. 

My Dear Mr. CHainMaNn: In order to assist in the completion of the study 
of procurement made by this subcouimittee in the course of its hearings on the 
monopoly aspects of mobilization, we would be greatly assisted if you could 
provide us at your earliest convenience the following information: 

The total volume of procurement actions as of March $1, 1951, for each of the 
following: General Motors Corp., Chrysler Corp., Ford Motor Co., Nash-Kelvin- 
ator Corp., Studebaker Corp., Hudson Motor Car Co., Kaiser-Frazer Corp., Willys 
Overland Motors, Packard Motor Car Co., and Crosley Motors, Ine. 

It is recognized that some of the material requested above is in part reflected 
in the information previously submitted to the subcommittee. Therefore, it 
would appear that the burden of research to meet this request will not be 
inordinate. 

Sincerely 
EMANUEL CELLER, Chairman, 


Muntrions Boarp, 
Washinaton, D. C., July 10, 1951. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 

Subcommittee on Study of Vonopoly Power, House of Re prese ntatives, 
Dear Mr. Cetier: This is in response to your letter of June 28, requesting the 
amounts of defense business placed with certain listed automobile manufacturers. 
Below are data for the listed companies, with their subsidiaries and affiliates, 
covering prime contracts from July 1, 1950, through March 31, 1951. As your 
letter recognized, data had previously been furnished for some of thet The 
figures given for the first seven corporations listed are as previously submitted, 
und the same qualifications apply 


General Motors Corp 
Chrysler Corp —_--- 

Ford Motor Co 

Studebaker Corp 
Kaiser-Frazer Corp 
Willys-Overland Motors, Ine 
Packard Motor Car Co 
Nash-Kelvinator Corp 
Hudson Motor Car Co 
Crosley Motors, Ine 


1, 710.4 
Sincerely yours, 
J.D. SMALL, Chairman 
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JULY 24, 1951. 


Hon. Jonn D. SMALL, 
Chairman, Munitions Board, Washington, D.C. 

My Dear Mr. CHatrmMan: This will acknowledge your letter of July 10, 1951, 
regarding the total value of prime procurement contracts held by corporations in 
the antomotive industry. 

[ am interested in the fact that your list discloses that no prime con 
tracts have been let to the Hudson Motor Car Co., of Detroit, Mich., for the 
period of July 1, 1950, through March 31, 1951. The Hudson Motor Car Co., as 
you know, ranked eighty-third on the list of 100 top beneficiaries of prime con 
tracts during World War II. This company is also listed in standard reference 
works, relating to industrials, as being twenty-seventh in size in the entire trans 
portation industry, which includes automotive, aircraft, and related industries 

The subcommittee’s interest in this matter stems from the directives on pro 
curement, such as that of General Marshall's, which instruct those responsible 
for procurement to see that procurement actions are carried on in such a way as 
to maintain and encourage a broad base for our economy. As you may remember 
during your testimony before the subcommittee, there was questioning relating to 
procurement practices in the automotive field, and there were assurances from 
your staff that the procurement officers in Detroit were doing everything 
possible to maintain the objectives set forth by General Marshall 

I would appreciate receiving, at your convenience, your comments regarding 
the fact that the Hudson Motor Car Co., has not received any prime contracts. 

Sincerely yours, 
EMANUEL CELLER, Chairman 


MuNrrions Boarp, 
Washington, D.C., August 9, 19517. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
Subcommittee on Study of Monopoly Pewer, 
House of Representatives, Washington, D.C. 

Dear Mr. CeLter I have your letter of July 24 requesting my comments re- 
gurding the fact that the Hudson Motor Car Co., has not received any prime con- 
tracts. 

I am of the opinion the reason the Hudson Motor Car Co., has not received 
any prime contracts is that until recently they had been relying on mobilization 
planning with the Bureau of Aeronautics for the production of R-3350 aircraft 
engines. As during this period, on the basis that a contract would be forthcom- 
ing, Hudson did not bid on numerous procurements of ammunition and ordinance 
equipment being made by the tank-automotive center, although they were re- 
quested to submit bids by that office. 

However, now responsibility for purchase of R-3350 aircraft engines has been 
transferred to the Department of the Air Force, and it has been decided these en 
gines will be produced in a Government-owned facility at Tonawanda, N.Y. It 
is planned that part of Hudson's capacity will be utilized in the manufacture of 
parts and components for these engines in addition to that capacity now being 
utilized under subcontracts to Wright Aeronautical Corp. 

When appropriations requested are made available, the Air Poree contem- 
plates that a sizable portion of Hudson's machining capacity will be absorbed 
within the next year, Other capacity at Hudson will be utilized for the manu- 
facture of airframe subassemblies. 

If I can be of further assistance to you, please let me know. 


Sincerely yours, 
J.D. SMALL, Chairman. 


Menirions Boarp, 
Washington 25, D.C... June 21,1957. 


Mr. Ernesr GOLDSTEIN, 
Counsel, Subcommittee on the Studu of Monopoly Poier, 
Committee on the Judiciary, House of Representatives. 

Dear Mr. Goutpsrrin: I enclose herein a copy of the letter which has been 
sent to each member of the Munitions Board Industry Advisory Committee 
on Military-Contractor Relationships over the Chairman's signature as of this 
date. I believe you have a complete list of the membership of that committee, 
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and for that reason I have sent only a sample letter and not copies of all of the 
individual letters dispatched. 

The attached letter is self-explanatory and constitutes an official disestablish- 
ment of the Military-Contractor Relationships Industry Advisory Committee, I 
trust that this supplies the information you requested of me via telephone on 
Thursday, June 21, 1951. 

Sincerely vours, 
ALBRED L. SCANLAN, 
Assistant Counse l. 


MvuNiTIONS Boarp, 
Washington 25, D. U., June 21, 1951. 
General L. D. CLay, 
Chairman of the Board, Continental Can Co., 
100 Rast Fortu-sccond Street, New York 17, N.Y. 

DEAR GENERAL CLAY: It is our understanding that you have already been ad 
vised informally by Mr. Crawford that the Munitions Board Industry Advisory 
Committee on Military-Contractor Relationships would be dissolved, effective 
June 30, 1951. This is correct and the committee is hereby dissolved effective 
us of that date. 

The recent reorganization of the staff of the Munitions Board which, among 
other things, appointed Mr. William J. MeBrian as Vice Chairman for Supply 
Management, provides a new stall organization for handling military-contractor 
relationships, many aspects of which were considered by the committee. I 
therefore feel that I cannot logically ask you to continue to contribute your 
but hope that I may feel free 


valuable time as a member of this committee, 
report 


to call upon you from time to time as an individual. The committee 
Which is due on or about June 30, undoubtedly will provide a great deal of 
Valuable information. 
I thank you for your work as a member of this committee and appreciate the 
time and effort vou have devoted to its activities. 
Sincerely, 
J.D. SMALL, Chairman 


MuUNIrIons Boarp, 
Washington 25, D. C., June 25, 1951. 
Mr. Ernest GOLDSTEIN, 
Counsel, Subcommittee on the Study of Monoply Poirer, 
Committee on the Judiciary, House of Representatives. 

DEAR MR. GoLpsTein: Enclosed are copies of the remainder of correspondence 
with reference to the employing of outside counsel by individual members of 
the Military-Contractor Relationship Industry Advisory Committee. 

I believe this completes the file of correspondence which Mr. Niederlehner 
and myself promised to furnish you. I do not believe there is anything missing, 
but if you feel that there is additional correspondence needed to complete your 
record | would make inquiry and attempt to furnish it, 

Sincerely, 
ALFreD L. SCANLAN, 
Assistant Counsel. 


CARTER, LEDYARD & MILBURN, 
New York 5, N. Y., May 12, 1950. 
CORNELIUS LYNDE, Esq., 
Chairman, Munitions Board Industrial {dvisory Committee on Militarw- 
Contractor Relationship, Munitions Board, Pentagon Building, Wash- 
ton 25, D.C. 

Dear Mr. LYNDE: I will be free Monday for lunch and, since vou are going to 
be downtown, I suggest the Broad Street Club, 15 Broad Street, at whatever 
time vou are free 

We can then talk about whether I should write Gelly. I never met him, as 
far as I can remember, before the last meeting of the advisory committee, but 
I am so anxious to try to put this job on a sound basis that I will be willing to tuke 
a chance in writing him. 


Sincerely yours, 


H. Srr Hi 
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CaArTER, LepYArp & MILBURN, 
New York 5, N. Y., May 9, 1950. 
CorneLius Lynpr, Esq., 
Chairman, Munitions Board Industrial Advisory Committee 
on Military-Contractor Relationship, 
Pentagon Building, Washington 25, D. C. 

Dean Mr. Lynpe: | have heard nothing further from John Hancock or his 
secretary and [Tassume you were in touch with him directly. 

Allen Throop called me this morning in re Merrick. Throop recommended 
him very highly and stated that Merrick had recovered completely from his 
liness, which only occurred about 2 years ago, IT told Throop that IT thought 
we had gone pretty far with Panuch with respect to the representative of the 
industrial advisory committee but nevertheless I agreed to meet Throop and 
Merrick for lunch a week from Thursday. 

I will be in town all day Friday and I trust you will give me a ring. 

Sincerely yours, 
Hf. Srruve HENSEL. 


P. S.—I just received your letter of May S re your conversations with Mr. 


Geily and enclosing a copy of your letter to Donald Douglas. I think your letter 
to Douglas is excellent and states very clearly what I think is a very important 
\ 


established now, will make the advisory committee's 


concept which, if not firm 
work practically hopeless. 

If you think it would be helpful, I would be very glad to write to Gelly and 
try to explain to him the theory of the employment of a special representative 
for this committee. I feel certain that he dees not understand our purpose be- 
cause no representative of the aircraft production industry could service the 
advisory committee as we want it serviced by a special representative. I am 
afraid that Gelly and Douglas have the idea that they are mere mouthpieces 
for the aircraft production industry and that therefore all thinking in re your 
studies and your conclusions can be turned over to that association. Once 
you have firmly established the real theory of the advisory committee, IT think 
I can convince Gelly that the Aircraft Production Industry Association has no 
part to play in its work. Will you send me Gelly’s name and address so I can 
write him? 

Although I wrote Crawford and Collyer promptly last week after Pannch’s 
visit with you, neither Panuch nor I have heard anything from them. IT thought 
I would wait a few days before giving the matter another shove, but I do want 


to get going. 


May 5, 1950 
Mr. Freperick CC, CRAWFORD, 
President, Thompson Products, Inc., 
Cleveland 17, Ohio 

My Dear Frep: First I want to thank you for your very efficient and effectiv: 
handling of the chairman responsibility a week ago. TI should have written you 
long before this. but we have been extremely busy working on the form of con 
tract which I discussed with you at our very pleasant dinner the night before 
the meeting. Tam glad to be able to report I submitted it in a very preliminary 
wily to the joint committee this afternoon and they have approved distribution 
ind having it studied and analyzed, As you know, these things take time but we 
will press onward as fast as we are permitted. 

I had a pleasant morning yesterday with Mr. Panuch. He is not only interest 
ing but very well informed in the geueral field of Government relations in con 
nection with procurement. I told Struve Hensel over the phone this morning 
that TI could not anticipate any serious difficulty or lack of understanding if vou 
und your associates on the committee decide to employ him. As T said to you 
before, this is entirely a matter for the committee to decide, but I have no hesi 
tancy in expressing the opinion that someone working in the capacity ven have 
under consideration would not only materially lighten the load on the members 
of the committee but would be of very great assistance to this office. VPanue! 
could quite well function, if you decide to make an arrangement with him, as a 

iporteur to talk and discuss in sufficient detail with the respective members of 
the committee the problems involved, then to digest the results into a form more 
usable to us and also to add the result of any individual analysis or thinking 
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he might have. As I have explained, we welcome assistance and ideas from any 
source. The extent to which such an individual might contribute his own think- 
ing is again a matter which the committee should guide or perhaps control. 

I am sorry to report that last Tuesday I went to Boston to see Donald Davia 
und he very definitely felt compelled to resign from the committee. It had been 
apparent for some time that he was leaning this way because of the demands 
of a number of different obligations he has assumed, but his recent appointment 
as a Ford trustee and also as director of the Ford Co. was obviously the last 
straw. 

However, he was kind enouch to introduce me to a substantial group on the 
faculty and I think we can safely rely on obtaining such review and criticis: 
as we may want later on. 

He suzgested Philip Young, son of Owen D. Young who is now dean of tin 
Columbia Graduate School of Business Administration. I know Phil Young ane 
n many ways he would be an admirable addition to the committee but 1 cannot 
avoid some doubt that whether after all we want a representative of the aca 
demic point of view. There is no hurry about this but I would like vour thou 
at your convenience, Once again do let me see you when you are next here. 

Very cordially yours, 
CORNELIUS LYNDE, 
Adviser on Contractor Relations 


CARTER, LEDYARD & MILBURN, 
New York 5, N. Y., May 3, 1950 
CORNELIUS LYNDgE, Esq., 
Adviser on Contractor Relations 
Vunitions Board, Washington 25, D. C. 

DEAR MR. LYNDE: I am pushing forward as you sugvest in your letter of May 
1, 1950, and I understand that Joe Panuch has an appointment with vou 
tomorrow morning. As soon as he has seen you, and provided you think you 
could work satisfactorily with him, I will see to it that he gets promptly to 
Cleveland and sees Messrs. Crawford and Collyer. While I agree with yom 
point that the committee is entirely free to organize in any way it may desire, 
I do not think we should pick anyone who is not able to win your entire con 
fidence and faith on your part that he has imagination, integrity, and broad 
Vision, 

Your idea about plaving golf at Chevy Chase is a good one The next time T ca 
get to Washington for a long enough stay to justify bringing some clubs, vou 
have a game. I managed to play three rounds over last week end and found 
my game reitnarkably steady at $3 for all three rounds. That was a disappoint 
ment for me, but L suppose | might as well face it and recognize facts. How 
much of a handicap do IT get from both vou and Mr. Howard? 

Let me have your views about Panuch as soon as possible, and if they are fav- 
orable, 1 will push the ball out to Cleveland. Incidentally, the Assistant Se 
retary of the Air Force Zuckert knows Panuch well and you can check him 
there. I tried to reach Zuckert on the telephone when I was in Washington 
but lissed connections 


N . le 
Sincerely yours, 


May 1, 1950 

Mr. Donatp W DOUGLAS, 

President, Douglas Aircra/t Co., Ine 
Nanta Monica, Calif, 

My Dear Mr. Doveias: As you, of course, were infornied there was a meeting 
of the Munitions Board Industry Advisory Committee on Military-Contractor 
Relationship last Friday, April 28. It was suggested at this meeting that th: 
committee organize itself hy employing some assistant whose function, as Tunder 
stand it, will be to take off the shoulders of the members of the committee what 
would otherwise prove to be troublesome detailed werk in procuring the infor- 
nation to be requested from time to time by the Munitions Board. This sug 
gestion was approved by all of the members of the committee present. It is, o! 
course, agreerble to me because properly established and functioning such ar 
organization would serve, I hope, to speed up the procurement of much desire- 
ible infortmation. However, Mr. Gelly was present as your representative and 
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objected to the proposition because as he stated at the meeting his understanding 
was you were a member of the committee as a representative of the aircraft 
production industry and that the organizations presently representing industry 
should serve the committee members rather than their own employee. Of course, 
Mr. Gelly, I assume, was reflecting his understanding of what you had told him. 

As this is a quite different conception of the position and function of the 
members of the committee, I felt compelled to clarify the problem by taking 
issue with Mr. Gelly’s position. I did not like to have to adopt what might 
have seemed an ungracious attitude, but as I was clearly convinced there should 
be a definite and acceptable understanding, I felt it necessary to do so 

The Munitions Board asked you and the other individuals who compose this 
very important committee to serve on it not as representatives of the industries 
in which you all are respectively engaged. Obviously, your standing in that 
industry, the skilled judgment and experience demonstrated by that standing 
is in part the basis of the selection of each individual member, but the Board 
desires froin each individual member his own personal judgment on the pro 
curement problems to be submitted from time to time for the consideration 
of the committee. The views of the industry are not what is sought. As you 
know, industry organizations are in frequent contact with the Munitions Board 
and ample machinery now exists for procuring opinions and so forth from in 
dustry organizations. It is believed here that the membership of this Committee 
has been very carefully selected to bring together a group of outstanding ind 
viduals not only qualified by prominence and success in their respective businesses 
but, much more important, who have demonstrated wisdom, judgment, and 
cupacity to take a broad view recognizing the public interest. 

For that reason I have already written to several members of the committee 
who wanted to appoint alternates to appear and act at committee meetings, 
We do not believe we can function in that way and I have therefore had to 
tuke the position that although we welcome and will be glad to have present at 
meetings any representative of a member who cannot be present, presumably 
to bring back to his principal a report of the meeting in a better way than 
could be procured by reading copies of minutes, and so forth, when questions 
have to be put to vote, which was the way in which my issue with Mr. Gelly 
arose, we cannot recognize the right of any member of the committee to appoint 
an alternate to be vested with the power to vote at committee meetings. 

It all gets down to the fact that we want your personal judgment and opinion 
This does not retleet in any way whatever on Mr. Gelly who undoubtedly took 
the position he did because he believed he reflected your views. 

I hope I have made the position clear and still more strongly do T hope this 
explanation will in no way interfere with your continuing to serve on the com 
mittee. The aircraft producing industry receives such a large share in present 
procurement and will undoubtedly continue in this position, and also occupies 
such a peculiarly close relation to the Air Force that the importance of your 
continued service on the committee is very great. If I have not made the matter 
clear, please let me know. I might add that the members of the committee 
present at the meeting understood the matter as I have here explained it. 1 
particularly hope therefore vou will soon find the occasion to be in Washington 
if you wish to explore the problem further, but still more I hope vou can accept 
this explanation. 

Very cordially yours, 
CORNELIUS LYNDF, 
Adviser on Contractor Relations 


May 1, 1950. 
Mr. Hi. Srruve HENSEL, 
Carter, Leduard & Milburn, 
New York 5, N. Y. 

My Drar Mr. Hense.: This is just to say that I hope you and Mr. Crawford 
and whoever else on the committee is to be active will not only proceed with 
the speed and vigor [ anticipate in taking somebody on as the commitiee staff 
hut will also let me have a talk with the selected individual as early as you can 
arrange. To do not anticipate that anyone you select will fail to prove highly 
acceptable here so Tam not even requesting that vou let me talk to him first. 
The committee is entirely free to organize in any way it may desire, except that 
its real function—the function to use the individual personal judgments and 
opinions of its members—will not be interfered with. 
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I hope when you are to be down again that we might arrange a survey of 
the 18 holes at Chevy Chase and if you will let me know sufficiently in advance, 
| might even succeed in selling the idea to Mr. Howard. I might warn you, 
however, that his game is sufficient to justify us playing our best ball and I 
suspect even that we ought to ask for a handicap. 

Very cordially yours, 
CORNELIUS LYNDE, 
Adviser on Contractor Relations. 


Aprit 5, 1950. 
H. Srruve HeENSEL, Esq., 
Carter, Ledyard & Milburn, 
New York, N. Y 

My Dear Mr. Hensev: I was very glad to receive and have been deep 
terested in your letter of the 8d.) Lam enclosing a copy of a letter IT am writ 
today to Mr. Crawford, with which I will send him a copy of your letter t 
As I say in that letter and as I believe you agree, it seems to be apparent 
our basic approach is practically the same. Our study, of course, must proces 
so far as recommendations for war emergency are involved, upon certain definite 
assumptions as to the nature of the changes and particularly the extent si 
change will occur in our economy in the event of war As vou know, Nationa 
Security Resources Board has a very broad jurisdiction in this field and we are 
starting today discussions with them in order to obtain within sutlicient time for 
our work a statement of such assumptions as they will select for use. It is very 


t : . 
udvisable to do this if only because the jurisdiction of the Board and that of 
the Munitions Board could easily be construed to overlap. So far, there has 
been no friction and, of course, we desire to maintain as complete harmony us 
possible. Assuming we all become in complete agreement with the 
which the Resources Board will give us, they may perhaps be of assistance in 
leading us to a final definition of the philosophy which should contr 
committee. 


In reference to your very theuchtful sugevestion 


assumptions 


as to the orvanizit 

industry committee, you will observe that in my letter to Mr. Crawfor 

no comment on this. It seems to me a matter for the commi 

In many ways, I find myself at tirst thought in sympathy w 

actual working out of such a program might present ditfficul 

these could readily be solved. So much would depend upon the type a 

ter of individual selected if the committee should adopt yout 
Do you care to suggest to Mr. Crawford including se 


l rie tem on 


agenda started it 


the meeting concerning this suggestion? The 
mut as usual is building up. 

I hope your business will bring you to Washington in the 

I would enjoy very much sitting down with you again to 

these very complicated problems, and I trust you will not 

frequently about them. 
Very sincerely yours, 
CORNELIUS Ly» 
Chairman, Munitions Board Tndustry Advisory Comn 


Vilitaru-Contractor Rel 


Carrer, Lepyarp & MILBURN, 


New York, N. Y., April 1950 
CorNeLIus LYNpr, Esq., 
Chairman Munitions Board Industru Advisory Committe 
Vilitaryu-Contractor Relat onships, 
Washington, D.C 
Dear Mr. Lynpe: I do not think vour thoughts as outline: 
March 21, 1950, are basically different from mine. It 
With me if vou want to send copies ef our correspondence t 
I have, however, endeavored to expand my earlier 
comprehensive coverage of the problem and I 
such revised memerandium for yout 


crn 


is also e 


memorial 
atm enclosing 
consideration I know 
but the most important job ahead of us now is to try to cor 
on the basie ideas 

After our luncheon meeting and our exchange of 
to me that our earlier memorandum was much too 
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cated by its title, it was confined to “procurement pricing.”” That was probably 
my fault, but I thought that the job delegated to me was to indicate an approach 
to the problem of “pricing.” That led perhaps to an undue emphasis on the 
profit motive and perhaps also an apparent announcement of the principles ot! 
accepting the profit motive as the basis for all procurement mechanics. [I had 
however, intended to insist only that the objectives and incentives first be 
studied and conclusions reached with respect to them before proceeding to the 
rest of the study. I have endeavored to make that clear in the enclosed revised 
memorandum and that is as far as I think we should go at this time. 

My worries began when I saw the outlines previously prepared with respe 
to the proposed study. They were extremely comprehensive but they seemed 
to consider each phase and factor of procurement separately Without first comin: 
to a conclusion as to Where we were going and how we intended to get there 
At the first and only meeting of the industry advisory committee, a Considerable 
amount of time was consumed discussing renegotiation without first trying t 
decide what renegotiation was intended to accomplish, i. e., whether it was 
morale corrective or an economy measure. |] did not think renegotiation coul: 
be discussed without resolving that latter question and that led to my emphasis 
on renegotintion in my first memorandum. LT am afraid IT was a vietim of just 
what I feared most, i. e., that we would hegin to discuss details before we had 
laid down a basie guide for our investigations, thinking, and conclusions. 

IT have always thought that the next war might result in everyone being pu 
in uniform—and with capital conscripted as well as labor. That of course wil 
not be practicable until hostilities actually commence and there will be a great 
deal of resistance to that step from many quarters. IT know we will temporiz 
and compromise—all of which will lead to a considerable confusion in our 
thinking. Under such a state of total mobilization under the equivalent of 
military command, there will, of course, be no room for the operation of the 
profit motive. The cost of maintaining plant and equipment will have to bi 
spread over the country as a whole: nonproducers will have to be supported 
on Whatever basis seems proper; everything will be regimented and controlled 
If that should come to pass, I would like to have our basic thinking so firm), 
established that under such circumstances we will not be confused by clainis 
for profit, fair compensation, ete., all of which are sound considerations in peace 
time and during a war such as World War II when we were using the profit 
motive as the basic incentive. 

I agree with vou that it would be wonderful if the industry chairman eonld 
originate and gnide the actions and deliberations of the advisery committes 
I am, however, very pessimistic about the practicality of such result. A job of 
real inspiration and careful guidance cannet be done in one’s spare time. If 
industry really believes this job is worth while, it must appoint someone to do the 
inimeinative and guiding work, who can afford to devote a substantial amonnt 
of time to it. In other words, the job must he put ono fn DuUsiness basis or so 
one must be found who is retired and who is willing to devote his time to the 
problem without compensation on a patriotie basis. IT know what has happens 


in connection with past committees with respect to which such procedures were 
1ot followed lean see what is happening with respect to this committee Mr 


Crawford and all of the other members are extremely busy. There are only s 
many hours in the day and they must be spent as productively as possible fr 
the individuals standpoint That may be regrettable but it is still trne 
obligations and taxes on individuals deriving their livelihood from personal ser 
Vices are too heavy to permit the devotion of maneh spare time to this probler 
unless the whole arrangement is put on a business basis I know that is tr: 
with respect to my case and Tam sure it is equally true with respect to all othe 
members of the committee 

I believe, however, that the jol 
to put it on a business basis, 

Sincerely vours, 


Vis important and that industry can well afl 


Hl. Struve Hensel 


MUNTrions Boarp, 
Washington 25, D.C. June 15, 1951 
Mr. ERNEST GOLDSTEIN. 
Counsel, Subcommittee on the Study of Vonopoly Powe 
Committee on the Judiciary, Mouse of Representatives. 
Dear Mr. GoLpsrern : Inclosed herein is the correspondence requested by yor 
in a telephone conversation with Mr. Niederlehner on June 14, 1951. They include 
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the letter written on June 27, 1950, from Mr. Hensel to Mr. Lynde and a letter 
written under date of June 1, 1950, from Mr. Lynde to Mr. Hensel. I believe this 
is the correspondence in which you are interested 
Sincerely yours, 
H. K. CLARK 
J.D. SMALL, Chairmai 


Carrer, Lepyarp & MILBURN, 
New York, \. Y., June 27, 1959 
CORNELIUS B. LyNpDr, Esq., 
Chairman, Industry idvisory Committee on Militaryv-Contractor Relations 
Wunitions Board, Pentavon Building, Washington, D. ¢ 


Dear Mr. LYNDE: As you know, Iam a member of the subcommittee entitled 
“Industry Advisory Comumnittee on Military-Contractor Relationship, Munitions 
Board” and am the author of the suggestion that the advisory comnnittee can best 
function and best present the views of industry to the Munitions Board by the 
employment of a top level representative who is both articulate and imaginative 
and has had experience with military procurement 

I understand that certain questions have been raised with respect to the publ 
relations problem if such representative is emploved at compensation exceedi 
Government rates and more equivalent to rates paid by business 
services 


Consequently, IT thought it wort while to ontline in a little more «ce 


proposal now under consideratior The various men on the advisory conmittee 
believe that they will be able more satisfactorily to function if they secure the 
assistance of a top level man of the type above snggested. They and their com 
panies believe the matter of military procurement so important that their com 
panies are willing to furnish them with expert assistance in this respect, Conse 
quently, the man retained to perform these services will be employed as special 
counsel or special adviser to the companies of which the respective metmb 
the industry ndvis Vv col mittee are officers and employees It Ss yu <j} 
because of the importance of th hatter to industry, other companies w 
employ such men on a ilar bh and, through him, forward their ideas 
views to the industry advisory committee members 

Because of the impossi yatm fheing sure just how much tit 
special counsel or inl advi red d and for how tong, it is 
ble to state just what amount ! » paid te him It can, however 
that the compensation m1 ibstantialls as he rates paid 
Government service and will be « ! irate wi ii} isation rates 

ni \ 1] 


ms to me thi 


private 


it, under the 

and industry to make such 

benefit the Gover 

on industry and t ‘ ta ! I a earen o be done ‘ 
) l individual 


compensation t 
how enceh me! 
and I do not 
adviser and 
already retai 
applicable to ! 
members of the adviss 

I ennnot see where 
question Ww ll not he 
his work ! i Denet 
much pleased nhott 

i hope these views wi! 
Which may be expressed 
on thus trv iv to ASSISt 
of us Final decision w 
industrs i 
after a considerat 
fully presented 


Sincere 
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Carrer, Lepyarp & MILBURN, 
New York, N. Y., June 27, 1950. 
CORNELIUS B. LYNDE, Es@., 
Chairman Industry Advisory Committee on Military-Contractor Relations, 
WVunitions Board, Pentagon Building, Washington 25, D. C. 

Dear Mr. Lynpe: As you know, I am a member of the subcommittee entitled 
“Industry Advisory Committee on Military-Contractor Relationship, Munitions 
Board” and am the author of the suggestion that the advisory committee can 
best function and best present the views of industry to the Munitions Board by 
the emnployment of a top level representative who is both articulate and imagin 
ative and has had experience with military procurement. 

I understand that certain questions have been raised with respect to the 
public relations problem if such representative is employed at compensation 
exceeding Government rates and more equivalent to rates paid by business for 
personal services. 

Consequently, I thought it worth while to outline in a little more detail the 
proposal now under consideration. The various men on the advisory committee 
believe that they will be able more satisfactorily to function if they secure the 
assistance of a top level man of the type above suggested. They and their 
companies believe the matter of military procurement so important that their 
companies are willing to furnish them with expert assistance in this respect 
Consequently, the man retained to perform these services will be employed as 
special counsel or special adviser to the companies of which the respective mem- 
bers of the industry advisory committee are officers and employees. It is possible 
that because of the importance of this matter to industry, other companies will 
also employ such man on a similar basis and, through him, forward their ideas 
and views to the industry advisory committee members. 

Because of the impossibility at present of being sure just how much time of 
that special Counsel or special adviser will be required and for how long, it is 
impossible to state just what amounts will be paid to him. It can, however, be 
said that the compensation to him will substantially exceed the rates paid in 
the Government service and will be commensurate with compensation rates 
paid to professional men in private industry and business. 

It seems to me that, under the circumstances, it is entirely proper for business 
and industry to make such arrangements. That such arrangements will also 
benefit the Governinent and our people should not in any way place a restriction 
on industry and business as to either the research to be done or the rates of 
compensation to be paid. It is certainly a matter of individual judgment as to 
how each member of the industry advisory committee can best present his 
views and I do not see any difference between employing a special counsel or 
special adviser and utilizing the services of a man or a firm already on the pay 
roll or already retained at substantially similar rates. The same comment is 
equally applicable to the rates of pay received from their respective companies 
hy the members of the advisory committee itself. 

I cannot see where any statute of the United States is violated. The man 
in question will not be working for the Government in any way and the fact 
that his work may benefit the Government is, in my opinion, something to be 
very much pleased about. 

I hope these views will be of assistance in overcoming any doubts or worries 
which may be expressed. Personally, I think industry should be complimented 
on thus trying to assist in solving this problem, which is very important to all 
of us. Final decision will, of course, remain with the Munitions Board, but all 
industry will know that, whatever decision is reached, it will be reached only 
after a consideration of the views of industry, carefully thought out and care- 
fully presented. 

Sincerely yours, 
H. Struve HENSEL. 


Munirions Boarp, 
Washington, D.C, June 1, 1950. 
SrRUVE HENSEL, Esq.., 
Carter, Ledyard & Milburn, New York 5, N.Y, 
My Drar Srreve: [am beginning to wonder whether the proposition of or 
ganizing the advisory committee machinery has bogged down. T had hoped by 


now to heur something definite about this because Collyer wrote me he had a 
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session due with Panuch, as I recollect it, last Monday. What is the situation and 
is there anything I can do to push it along’? 

I ran into Douglas at the aircraft industry gathering at Williamsburg and he 
told me he was quite opposed to the idea. I explained to him that there was per- 
haps one function of the committee which its members might not so far fully 
appreciate—the opportunity for the committee through my office to present the 
views of industry to the Munitions Board quite directly and without involving 
any personal embarrassment. The concerns represented on the committee are 
not doing business with me. No contracts or questions concernings profits 
directly involved and I feel at liberty to present gripes of industry concerning 
the handling of procurement and | think under proper circumstances L can be 
reasonably certain these will receive consideration. T was not able, however, t 
be very sure that Douglas either grasped what I was attempting to explain or 
could see much benefit in it 

Very sincerely, 


ure 


CORNELIUS Lys 


{dvisor on Contractor Relations 


MUNITIONS Roarp 
Washington, Db. C., June 18, 
Kk. ERNeEst GOLDSTEIN, 
Counsel, House Judiciary F 
Subcommittee on the Stud f Vfov opoly Power, 
House of Representatives 
IDFAR Mr. GOLDSTEIN : Enclosed herein are COPLES of two letters from Mr 
Collyer to Mr, Lynde. I believe these are the additional pieces of correspoudence 
that you requested of us at the hearing today in order to complete the record 
Sincerely yours, 
ALFRED L. SCANLON 


The B. F. Goopricu Co., 
Akron, Ohio, May 28, 195 


Mr. Corneiivus LYNDr, 
Ad vine ron Contractor Re lation &. 
VWunitions Board, Washington 25, D.C 
My Devr Mr, LyNpeE: Many thanks for your letter of May 16 giving your views 
on the position of Mr. Parkin in suggesting to Mr. Crawford that he should be 
considered for the industry advisory committee position which was discussed af 
our last committee meeting 
It is understood that you have written direct to Struve Hensel and Fred Craw 
ford on this subject. 
I have an appointment to see Mr. Panueh late this afternoon in New York 
Kind personal regards 
Yours sincerely, 
JOHN COLLYER 


B. F. Gooprick Co., 
tkhron, Ohio, May 13, 1950 


Mr. Corne ius LYNbE, 
Adviser on Contractor Relations, 
Munitions Board, Washington 25, D.C. 

DrArn Mr. Lynpre: I was pleased to receive this morning your letter of May 11 
regarding the Munitions Board Advisory Committee of which Tam a member. It 
was good of you to write me so fully and you may rest assured that I am happy 
to serve you and the committee of which von are the head. 

I know that I shall be interested to review the master M-day contract to which 
you made reference. 

It is my plan to see Mr. Panuch next Wednesday in New York. 

With kindest personal regards 

Yours sincerely, 
Joun CoLLYEer 
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Carrer, Lepyarp & MILBURN, 
New York, N. Y., June 16, 1950. 
F. CC. Crawrorp, Esq., 
President, Thompson Products Inc., 
Cleveland, Ohio. 

Dear Fred: While I was in Washington this week, Connie Lynde called me 
on the telephone and started the conversation by saying that he had been talking 
to you about Panuch’s employment and that, in the opinion of Mr. Howard an‘ 
himself, the proposed compensation was too high. The basis for that comment 
was his worry as to what Drew Pearson might say about a “highly paid lobbyist.” 

In reply I took the following position: (a) That the $4,000 per month com- 
pensation was based on Panuch giving his entire time to the proposed job; (b) 
that I thought the job was worth that much money and really more; (¢) that I 
did not understand any worries about what Drew Pearson might do because 
Pearson is no more effective than yesterday's newspaper; (d) that I had never 
paid any attention to Peargon while I was in Washington and that although 
he attacked me frequently his attacks neither prevented my advancement nor 
interfered with my effectiveness; and (¢) that I could not think of anyone 
really capable of doing the proposed job who would do it for less. 

I also added the comment that in the industrial world prestige and position 
are conferred only by compensation and that any man undertaking this job 
would fail unless he is paid enough so that both the Government officials and 
the industrialists recognize his stature. I have seen too many men fail to do 
iobs, both in business and Government, because they did not have the prestige 
necessary to swing the job. It is undoubtedly true that in Government prestige 
‘an be conferred by titles, red carpet, etc., and that pay is judged as a relative 
matter (i. e., how close to the pay of a Cabinet Secretary) rather than by a 
consideration of the money alone. Outside of Government, the standards are 
quite different and relative compensation is judged against a very much higher 
ceiling, 

I further told him that, if he and Mr. Howard wanted to debate the compensa- 
tion on the basis of what the job was worth, I thought that was a fair approach, 
but that I could not start an argument by admitting the job was worth much 
more and then trying to convince myself that someone ought to make a sacrifice 
ind do it for less. 

He seemed somewhat impressed by my arguments, particularly the one about 
the necessity of conferring prestige on the man about to do the job. He expressed 
vreat doubt, however, as to whether the job would be a full-time job for very 
long. I incline toward your views on that subject and I do not think the Muni- 
tions Board yet appreciates just how vital the job is and what is involved in 
doing a real job. 

Lynde said he would call you on Monday and I thought it best that you be 
forewarned. I cannot get myself the least bit disturbed about the possibility of 
publicity as to the compensation. I am not ashamed of paying what jobs are 
worth and I will take that position anywhere. One of the big troubles with Gov- 
ernment lies in the fact that the selection of personnel is very much restricted 
to two classes of men—(a) the men who are worth no more than they are paid 
by the Government and (b) the men who are wealthy enough to afford the 
sacrifice. The latter class is just not numerous enough to get the job done and 
I do not want to use the first class in any of the top positions. 

If you agree with me and can raise the necessary funds, let’s go ahead fast. I 
am certain that the Government will not turn us down and that this flurry will 
likewise be a tempest in yesterday's teapot. 

Sincerely yours, 
H. Struve Henser. 


WasHINncTon, D.C., July 2, 1951. 
Hon. EMANUEL CELLER, 
Chairman, Special Subcommittee on the Study of Monopoly of 
the Committee on the Judiciary, House of Representatives, 
Washington, D. C. 

Drar Str: Since reviewing my testimony before vour honorable committee, 
I have found references in my records that I believe wonid clarify one of the 
main points raised regarding my parity workweek allocation system. With 
your permission T would like to submit this pertinent information or any part 
of it that you may choose, as a supplement to the record of my testimony given 
at the committee hearings. 
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Records show that after the across-the-board cut-back after the establishment 
of my parity workweek allocation formula, Mr. Robert Wilson, vice president 
of the Goodyear Tire & Rubber Co., and one of the World War II Rubber Di- 
rectors, registered a bitter complaint at the November 22, 1950, meeting of the 
NPA Rubber Industry Advisory Committee that my method of allocation had 
dislocated industry relative positions in a manner completely outside the original 
recommendations made by him for the industry in August of 1950. He seemed 
to ignore the obligations of the Rubber Division under the intervening law, 
Public Law 774, and that such recommendations by industry were advisory and 
not dictatorial. 

This cry for the maintenance of “position” was to be expected from a sales 
manager and I had heard it before from others among the Big Four who were 
also sales conscious. I had, however, been able to satisfy the others that pre- 
paredness and mobilization requirements transcended the business-ias-usual 
attitude of the sales department and that the equitable support of all existing 
production facilities and skilled labor was a paramount responsibility from a 
national defense standpoint. 

I would like to also point out that the parity-standard workweek that I 
instituted was for the existing skilled work force and in-place machinery of the 
entire rubber industry on six 6-hour shifts or a 36-hour week in Akron and 
Detroit Where the 6-hour shift prevails, and five S-hour shifts or a 40-hour week 
outside the Akron area where the S-hour shift prevailed. IT did not permit an 
expansion in shifts of operation from one to two or from two to three shifts. I 
took the shifts of operation as I found them as a basis, so as to preserve only 
the existing skilled work force against undue pressure by other expanding de- 
fense industries that were recruiting vigorously at that time. All cases were 
subject to recheck and all figures were Weighed against past performance records 
wherever available, and supplemented according to changes in basic production 
equipment. 

This parity workweek was established for practically every company during 
the months of September and October, and the cut-back to S4 percent of that 
level for every company for the months of November and December 1950 enabled 
the attainment of equitable distribution of the permitted levels of new rubber 
consumption in line with the dictates of section 701 of the Defense Production 
Act of 1950.) This cut-back enhanced preparedness by eliminating the bonus 
workweek previously enjoyed by some companies while giving equitable susten- 
ance to the civilian business of all companies in the industry. This also pro- 
vided all companies with the same interest in defense business to supplement 
the standard net civilian workweek of about 4 days, and thus should have in- 
erensed the competition for this business and reduced any tendency toward 
inflated prices for rubber goods needed by defense agencies 

I would like to add that under my administration the foregoing policy enabled 
each company to understand that in the interest of preparedness and Public 
Law 774, it had its equitable share as Americans to whatever rubber was avail- 
able for civilian consumption. Thus, all companies were privileged to continue 
operations on a reasonable sustaining basis and were given a chance to nvoid 
the World War IT experience of having to go practically to the wall while waiting 
for the larger companies who had gobbled up most of the prime contracts, to 
dole out unwanted items to the smaller companies that were starving for business 
and rubber on a subeontracting basis. 

I would also like to add that the development of the parity workweek for 
existing skilled work force and in-place machinery as determined empirically 
from past company records was the result of my 5 years of unparalleled allo- 
cation experience plus the ability to analyze the World War IIL record and 
diligently try to avoid the mistakes that were made at that time. 

In addition, it should be recognized that the 36-hour-per-shift workweek for 
Akron and Detroit provided six 24-hour days of rubber for the companies oper- 
ating on a 6-hour-shift basis, while the 40-hour-per-shift standard for the rest 
of the country provided only five 24-hour days of rubber for the companies 
operating on an S-hour-shift basis. This extra bonus or rubber to the 6-hour 
shift companies was considered by me to be the best compromise, both from an 
original-equipment-tire-requirements standpoint and from a reasonable-work 
week standpoint for 6-hour-shift labor, though it did appear to be giving a 
special bonus to largely replacement tire companies like General and Seiberling, 
which were also on a 6-hour-shift basis. 

T should also point out that it seems to me that those who refuse to see the 
authority in the Defense Production Act of 1950 for my parity workweek basis 
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of allocation and proceed on an out-of-date Second World War Powers Act 
basis, fail to recognize the unique small-business features of section T01 of the 
Defense Production Act of 1950, which represents the only substantial difference 
from the Second War Powers Act of World War Il. They also are overlooking 
the experiences of World War II where Mr. Jeffers finally ordered that smal}! 
company rubber needs be taken care of first. In addition, they overlook the 
words listed in item 7 of the August 1950 industry recommendations to Govern 
ment as well as the authority which I also exercised under Public Law 469, a 

extended by Publie Law 575, to June 30, 1952. I consider that ample precedent 
for my “capacity or standard workweek” basis of allocations had been estab 
lished back in 1946 and 1948. This, supplemented by the direction contained in 
section 701 of the Defense Production Act of 1950, provided me with all the 
authority I considered I needed to begin mobilization on a real preparednes 

basis across the board in the industry. 

It was my considered opinion that the use of the Government’s power during 
such an emergency period, to arbitrarily sustain Company “positions” on a bonus 
workweek basis represented a real loss from a national security standpoint by 
forcing smaller companies to subsist on a starvation diet, and thus lose their 
own skilled work force to other expanding mobilization industries, as well as 
jose their customers to the companies enjoying a bonus base period. 

There needs to be a greater realization on the part of those who wield the 
power under the Defense Production Act and all of the companies who presently 
feel self-satistied because they fared better than most, either because they had 
a more satisfactory base period or because they had secured a good adjustment, 
that we are living through a period of short supplies which represent the most 
fruitful period for the development of monopoly that has existed since the 
enactment of the antitrust laws. It needs to be recognized that there is no more 
effective way to stifle competition in any industry than to effectively shut off 
a competitors supply of essential raw materials or to gain substantial contro! 
over such supply. 
Eart W. GLen. 
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Summary of representativeness of proposed committee 


Source of information: * Veneer associations, Bureau of Census. 
Basis of computation: * Number of employees. 

Industry total: 6,000 (estimated). 

Period covered: 1947 census repaort. 

Total number of companies in the industry : 156. 


Actual Comunittee members 
breakdown 
of industry 
total (per- | Number on | Percentage « 
centages committee membersh I 


(a /, 


Size 
Large (over 100) 
Medium (50 to 100 
Small (under 50) 


Total 


Location 
Northeast and central Atlantic, 12 
Lake and central, 36 
West, 12 
South and Appalachian, 96 


Total 


Trade association 
Members, 5,100 (85 percent), 117 
Nonmembers, 900 (15 percent), 39 


Industry segments 
1. Face veneers 
2, Commercial and utility 
3. Container types 


1 Use any one “‘vardstick”’ available from sources such as census reports, ete. Typical examples woul 
be industry's production in tons per year, dollar volume distributed by industry annually, number of loon 


operated by the industry, total number of employees, ete. Same yardstick n ) ed througt 


? Percentages in column (¢c) should approximate those in same line of c¢ 
policy of providing more than proportional representation for small, indepe 
must be fully explained. 

3 Number of employees 


4 Most are combination mills whose sules vary with economic trend 


ir it conforn 


1. The industry is the hardwood veneer industry. 

2. Recommended name for the committee is Hardwood Veneer Manufacturers 
Industry Advisory Committee. 

3. Commodity covered is hardwood yeneer This product is manufactured 
from almost all domestic hardwoods and from many imported woods. 

#. There are 156 hardwood veneer plants producing $53 million of material 
(1947 is the latest available figure. ) 

o About 25 percent of the industry is composed of the so-called large plants 
employing over 100 men. This is in line with the committee, which is composed 
of 27 percent large mills, 20 percent medium, and 53 percent small. 

6. The southern and Appalachian sections have 104 plants, the Lake and Cen- 
tral States, 386; the northeast and middle Atlantic, 12: and the west coast, 12. 
Percentagewise these figures are in close agreement with the committee make-up. 

7. Many of the operations are integrated; however, there are no industrr- 
wide figures available on this matter. 

S. Approximately 75 percent of the industry are members of an association, 
The major associations are the Veneer Manufacturers Association of Chicago, 
the American Veneer Package Association of Washington, D. C.. and the Wire- 
bound Box Manufacturers Association, Chicago. Eighty-seven percent of th. 
colnmittee are association members 

The 1947 censns figures are the latest available industry-wide data These 
figures approximate present conditions in most instances 
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Data sheet, hardwood veneer industry 


Committe: 


Number | 


Size of plants Number of employees of plants Percent 


Small 1 to 50 employees 
Medium 50 to 100 employees 
Large Over 100 employees 


Total 


cC 
Number 


Plant location i alent Percent 
of plants 


Northeast and Middle Atlantic 
Lake and Central States 
South and Appalachian 

West coast 


Total 


DEPARTMENT OF COMMERCE, NATIONAL PRODUCTION AUTHORITY 
OFFICE OF INDUSTRY ADVISORY COMMITTEES 
Proposed membership of Industry Advisory Committee 


Industry Advisory Committee: Softwood Plywood Manufacturers Industr) 
Advisory Committee. 


E. W. Daniels, Harbor 
Corp., Hoquiam, Wash 

Charles E. Devl 
White Bldg 


lin, Simpson 


, Vancouver 
‘ouver, Was! 
MeClary, Ar 
», Anacortes, W 


H. B. Garrison, Evans P 
Coos Bay, Oreg 
Joseph H. Smitt 


wood, Ine., Tacom . 


Hollis Nunnelly, Indt 
Corp., Tacoma 
Wash. 

William F. Forres 
Cx 


, ©urtin, Oreg 
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Size: Large, 7; medium, 3; small, 3 

Geographic location : 6 Washington ; 2 California ; 5 Oregon, 

Segment of industry: (1) Plywood and veneer, fir, 9%; (2) plywood and vineer, 
fir, cooperative, 2; (3) plywood and veneer, pine, 1; (3) veneer, fir, 1. 
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Proposed membe rship of Industry \dvisory Committes 


Industry Advisory Committee: Hardwood Plywood Manufacturers 


Size 

Geocraphie locatior 
Trade association 

Manufacturers Asso 
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DEPARTMENT OF COMMEBCE, NATIONAL PRODUCTION AUTHORITY 


OFFICE OF INDUSTRY ADVISORY COMMITTEES 


Summary of representativeness of proposed committee 


Source of information: * Southern Plywood Manufacturers Association, Hard- 
wood Plywood Institute. 

Basis of computation:* Production. 

Industry total: 1,800 million square feet ; 4 inch basis. 

Period covered: Estimated annual production, 1951. 

Total number of companies in the industry: 120. 


Actual 
breakdown 
of industry 
total (per- Number on | Percentage of 
centages committee membershi} 


} 
? 


fil 

Plants lions 

750 thousands so0 
500 to 750 thousands 


under 500 thousands 


Northeast 
Lake States and Central 
South and Appalachian 
South 
Total 
elation: 


ide ass 
Members 


S. DEPARTMENT OF COMMERCE, NATIONAL PRopucTION At 


RY ADVISORY COMMITTEES 


OFFICE OF INDUSTRY 


of Industry Advisory Committee 


P OpoOse d Mi pihe / ship f 
Industry Advisory Committee: Lumber Manufacturers Industry Advisory Com 


ilitee 
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Proposed membership of Industry Advisory Committee—Continued 


Geographic Trade associa- 


location ? tion segment 


Name, company, and address Title Size 


B. Edens, 
Lumber Co, Corr 


lon, Cotton-Han- 
, Odessa, N.Y 


H Himes, Himes Co, 
Ind., Crandon, Wis 


son, Unior 


Harry Kendall, Weyverhar 
: Paul. Mir 


Based 

Size: Large, 9; medium, 6; small, 9. 

Geographic location: Fast, 3: midwest, 5: west, 9; south, 7. 

Segment of industry: Hardwoods (H), softwoods (S), both (HS). 

NHLA: National Hardwood Lumber Association. 

NELMA: Northeastern Lumber Manufacturers Association 

WCLA: West Coast Lumbermen’s Association. 

WPA: Western Pine Association, 

SHUI: Southern Hardwood Producers, Inc. 

Nit and HMA: Northern Hardwood and Hemlock Manufacturers Association. 
CRA: California Redwood Association. 

Number( 7%) : Not found on available association rosters but may belong to local 


associations 
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GENERAL STATEMENT REGARDING ATYrACHED LIST OF PROPOSED 
MEMBERSHIP OF INDUSTRY ADVISORY COM MITTE! 


The persons named have accepted Secretary Sawyer's invitation to serve on 
the Lumber Manufacturing Industries National Industry Advisory Committee, 
and most of them attended the initial meeting called by General Harrison o1 
September 21, 1950. 

In forming this original committee, great care was exercised to include bal 
anced proportions according to geographic (lumber production) regions, size, 
and association affiliation versus nonassociation Considerations. The size ques 
tion Was approached on a relative rather than a statistical basis. This is the 
basis shown in the size column of Form TAC-5; an asterisk following the size 
letter indicates that the relative keying of financial strength in the Lumbermen’s 
National Red Book Service contirms the indicated relative size. A letter in paren 
theses shows that the indicated book basis differed from the original basis bu 
comparison of the variations show that they tend to offs 

It is the opinion of this Division that the most logical basis for size-ranking 
would be volume of lumber produced with separate bases for the East and South 
and for the West with under 1 million board feet, 1 to 4.9 million, and oO million 
and over as the basis ef grouping in the Eust and South, and under 5 million 
Sto 24.9 million, and 25 million and over as the basis in the West. Census data 
o permit such speci rare not available because of nondisclosure provi 
sions of law 

In general, as indicated by Form TAC-4, the lumber industry is } lominant] 
one with stiall-business characteristics. In the 147 Census of Manufacturers the 
ceneral schedule dat: ‘ing employment and valu f product was not col 
lected from mills cuttings than 2OO000 board feet ‘hus use of he general 
data, showing 19.030 sawmill establishments, fails to ae i for 34,070 mills out 
of the total of 55,100 reported These 34,070 imiils would inevitably be in the 
sinatler number of employees groups See attached reprint, Who Produces Our 
National Supply of Lumber.) The highly transitory nature of a substantial pro 


vortion of the very smiall mills, probably averaging less than 40 days’ operation 


| 
per vear, contributes »jmpracticability of curing at would be propor 


tronate representatio his proup: operators o ‘ ! generally could 
not afford the cost of ticipation in advisory committee r iddition, thes 
market their output locally and would not generally be cone e ith consider 
tion of national supply-demand considerations : in man nstances their output 
is taken by larger mills or by concentration vards who sort, grade, season, 
frequently remanufacture such output to place it in marketable conditions 

For these reasons it is felt that a strictly proportionate representation by 
classes and by association membership or nonathliation would be neither 


fi 


ticable nor realistic in forming an advisory committee in this 
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OFFICE OF INDUSTRY ADVISORY COMMITTEES 


NSunemeary of re pres yvtativenesrs of propose d comn free 


Source of information.’ Census of manufactures. 1947 
Basis of computation: * Million board feet and number of n 
Industry tota 3,100 mills 

Period covered : 1947 


Total number of companies in the 


124) col panies are 
see general statement 
\TEMEN' I >» LILIENTHAI SUPPORT OF SENATI 
TION 21, THI ‘Ul aoe ESO To PROVIDE FoR Es 
COMMISSION OD ri N THI EDERAL GOVERNMENI 


As one invited to present his views to this subcommittee T wish 1 e record 


ixht resolution. In my opinion, it could m: 


tone In the steady progress this country has made to higher and mot 


as favoring the passage of the Fulbr 


effective standards of conduct in t} 


he public's business 

recognize that it is almost a secial error these days to express an yptimi 
and hopeful opinion on almost any subject “The country, or the world, is ge 
to the dogs” is the theme song of much we heur these lays, Whether it re 


to the prospect of preventing war with Russia or the standards of ethies amon 


bureaucrats, Senators high-school youngsters At the risk, therefore 
committing a fau is, must suv at i outset that | do not agree we 
sched a new low I hora rovernment 
The nostalgic talk ’ t i vite general—about how we 
men in the Senate : rit » Cabinet, whereas “look at el 
looks two facts as | © it irst, that Congress and the executive 
always had their share ’ lig ‘jichts, windbags, and crooks : 


the proposition of men of unusual talents and ethical standards in 


ress and the executive bran is remarkably high today In disugi 


SOS] 1 
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this it was pointed out to me by a discouraged friend that two chairmen of con- 
gressional committees have quite recently been “promoted from Congress to the 
Federal] penitentiary,” as he said, and “thereby lowering the moral standards in 
both places.” But Messrs. Andrew Jackson May and J. Parnell Thomas (both 
among my most attentive critics when I was in public service) are a demonstra- 
tion that in the present state of public opinion even committee chairmen are not 
beyond the reach of a public sense of uprightness. 

Moreover, the very fact that this subcommittee of the Senate, in the middle 
of great troubles in the world—is spending several weeks inquiring into ways 
of developing social ethics is one bit of evidence that we have gone a long way 
indeed from the days of Grant and Harding. But that we need to reexamine and 
reaffirm our standards is clear. 

My years in the management of large public enterprises lead me to this 
general conclusion about the problem of improving the standards of conduct 
in the public service: That the crux of the whole matter is in finding specific 
ways and means of attracting to the publie service people of native integrity and 
a developed sensitivity to what is right and wrong. 

No one would claim that a code of ethics or a commission on ethics can solve 
that problem. TI think it can help, in ways which I shall be glad to discuss, 
But the real problem remains that of getting the right people, and so organizing 
the work of Congress and the executive branch that decent and intelligent people 
can do an effeetive job. 

It surely goes without saying that a good public servant must possess, as one 
of his natural talents, a sensitivity to what is ethical and what is not ethical 
conduct, in little things and big. There is really no adequate substitute for a 
built-in code of ethics, built into the individual and brought along with him when 
he joins the public service. Those are the kinds of people who should be selected 
for the privilege of serving their country. 

On the broad questions of personal and official conduct, the well-selected official 
of broad responsibility—or assisting those of broad responsibility—won't need 
to leaf through the index of a code of ethics to know what is morally wrong or 
dubious or off-color. But for employees in other kinds of posts. and especially 
those who have not vet learned the considerable and quite appropriate differ- 
ences between the standards expected of those who are trustees for other 
people’s money—the public’s money—and those whe sare spending their own 
money, for them a code of conduct, or a set of rules that have the foree of regula 
tions, can be of a real help. 

Not only unethical conduct but stupidity and incompetence, dullness and lack 
of spark are also sins against the public welfare just as surely as are the ethical 
blindness, the petty shoplifting, and the major skulldruggery we see in these 
parts from time to time. 

And in the fight to prevent inflation or to get out tanks or planes the safety 
of the country requires public servants who are not only ethical, honorable, 
and competent, but who just plain have backbone. 

These qualities come only in the form of people. How ean we get 

This question of the recruitment and retention of the right people lies at the 
very heart of the problem. It goes hevond the scope of a commission on ethics. 
The Hoover Commission’s work on that subject: the work of many other bodies, 
private and public, have contributed important knowledge. We are a long way 
from an answer; there never will be a complete or wholly satisfactory one. But 
we do better all the time. 

There is a current and urgent ethical and practical issue to which TI should 
like to call your special attention. It is involved in the use by the Government 
in this emergency of what is usually referred to as the dollar-a-vear man, the 
man from private life who is asked (or shanghaied) into Government, tempo- 
rarily, and who intends to return to his private business or profession as soon 
as his assignment is finished-—-or sooner if he can. These men are, in my 


them? 


opinion, an absolute necessity to us. 

Businessmen, who are accustomed to the less turbulent climate of private 
life, find the violence of controversy and the perennial criticism that one must 
expect in public work in Washington, very trying at best. But when ro this 
atmosphere there are added slurs, and indiscriminate attacks, often by innuendo 
and indirection, against these so-called dollar-a-year men as such you have 
a situation most unjust and unfair, and actually harmful to the defense of 
the country. 

It is just too much to expect that any but a handful of able and decent 
men will long consent to work in an atmosphere of attacks and innuendo against 
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their ethics and their motives because they come from business and private 
life. One by one they are giving up in disgust and discouragement and going 
back home. 

The argument against the so-called dollar-a-year man, the man who comes 
directly from industry lies largely in the fields of ethics. It is said that such 
a man is sneaked into government, that he is here actually to represent and 
protect the interests of his company or his industry, not the public interest. 
It is argued that such an individual will not be able, even if he tried, to resist 
pressures from his associates or superiors in business, to favor private interests 
over the public interest. 

Now there have been many instances in which the record supports, or appears 
to support, such charges. I have had personal experience with some few of 
these. 

But any general, indiscriminate attack on the motives and ethics of the 
dollar-a-year man constitute not only a grave injustice, but threatens this 
country’s defense effort with the loss of some of its best brains. 

What this subcommittee can do to explore this situation and to help restore 
a decent, fair attitude in this matter, I do not venture to say. I suggest however 
that this is not something that can await the deliberations and report—a year 
hence—of the proposed Commission on Ethics. That will be too late. 

This Government, in its executive branch, must, of course, be operated chiefly 
by individuals who have completely cut themselves off from their previous ties 
of a professional or business kind. 

But we can't possibly do a good job under present-day conditions by relying 
exclusively on such employees and appointees, In the first place, we can’t afford 
it. We can’t keep staffed up at all times with enough men of high caliber and 
effectiveness so that when an emergency such as war or the present period comes 
along there would be enough permanent executives to handle the emergency 
load. That would be wasteful. It would be impractical, as well, for good men 
simply will not sit around, like firemen, waiting for an emergency. 

There are other practical difficulties. The compensation and the attractions 
of Government service do not appeal to many men of the very kind government 
most needs at a time like this. Furthermore, it is only in various branches of 
private life that certain kinds of experience can be had. This experience is 
available to our Government only from dollar-n-vear men, from men who are 
Willing to leave their private occupations temporarily to lend a hand for 6 months 
or a Year or two, with the intention, openly expressed, to return to private life 
in their former vocations, the only ones that interest them over the long pull. 

IT have urged that I call universal public service, roughly analogous to universal 
military training. I mean a rather general practice of public service on a rota- 
tion basis, men spending some years in government, then back to private life. 
I urge this practice because it would, in my opinion, give greater vitality to the 
public service, improve its sense of reality, its closeness to the day-to-day prob- 
lems of people who are making their living in factories, farms, and places of 
business to have such a constant strenm pouring into it of men from private 
life. It is equally important that more and more men of business and commerce 
should have had a spell of responsible Government service. In this way, when 
they return to private affairs they can be better able to understand the problems 
and the difficnities of their Government, including the ethical problems and the 
more helpful in improving and strengthening their Government because they 
have an intimate knowledge of what it is government faces these days 

In the ease of the dollar-a-year man, one must, of course, recognize the danger 
of divided lovalty and the invitation to unethical conduct. But it is not an 
insuperable difficulty, in my opinion. 

It has been my observation over the vears that when any decent man has an 
obligation to the public it usually has a disciplining effect on him. I have seen 
this happen time and again in the case of men in government who come from 
private business At first they may continue to look at things more from the 
viewpoint of their own business or industry. It is net easy overnight to chance 
from private to public. But as the weeks go by they find that most of these 
bureaucrats heard about are just fellows like themselves, trying to do a job 
under diffienlt conditions. They soon put their concern for the whole conntry 
ahead of their private interest. I could cite outstanding illustrations of this, 
and IT am sure you can, too, That there are also outstanding exceptions goes 
without saying 

On the other hand, it certainly is not true that because a man has tenure 


and is on the permanent payroll of the Government this necessarily makes him 
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disinterested and public-spirited and one who puts the public interest ahead 
of that of some particular industrial interest. Some of the worst cases ol 
putting private interests first, whether of industry or labor organizations or 
farm organizations occur among full-time employees of the departments and 
avencies of this Government. And as for shenanigans and personally shady 
conduct IT do not recall that in the recent REC disclosures or those of Senator 
Hoev's committee the fact that Government employees were career or tenure 
sensitivity to right 


appointees appeared to give them, as a group, any marked 


and wrong. 

We need honesty and high moral standards. But we need more than that. We 
have got to have men in government at this critical time who know what it’s al 
about. And in the nature of things many of these men can only be found in tl 
ranks of private life; many of them can’t possibly come inte govert 
on a temporary basis In the interest of our country we ought t 


dollar-a-vear mal no his own merits and not by general indictment 


To all NPA personne 
rout Manly Fleischmann, Administrator 
Subject: WOC employment 

1. Your attention is directed to Executive Order LOLS, copies of which were 
nd particularily to that portion of the order which pro 
vides that the exemption granted to oa person acting either as 
cousultant without compensation does not apply to 


recently distributed, a 
al employee Oy 


(a) The negotiation or execution Government contracts with his private em 
plover or with any corporation, joi stock company, association, firm, partne! 
ship, or other entity in the pecuniary profits or contracts of which he has any 
direct or indirect interests; 

(b>) Making any recommendation or taking any action with respect to in 
dividual applications to the Government for relief or assistance, on appeal or 
otherwise, under the provisions of the act made by his private employer or by 
any corporation, joint-stock conmany, association, firm, partnership, or other 
entity in the pecuniary profits or contracts of which he has 
direct interest 

2. For the protection of WOC employees and consultants, 
Whenever a particular problem involving any matter referred 
comes ton WoC emuplovee or consultant for action, he request his Ssuperiol 
officer to designate some other person to act in his place 
3’. The prohibitions referred to in (1) above do not prevent participation it 


a) rea ' i 


industry advisory committee meetings 
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STUDY OF MONOPOLY POWER 


UN rrep States DEPARTMENT OF COMMERCE 
NATIONAL PRODUCTION AUTHORITY 


ApVANCE RELEASE TO WEDNESDAY A, M.’s, JANUARY 10, 1951 


The National Production Authority today announced formal procedures for 
consultation with industry on the defense production program. 

The procedures formalize the practices which NPA has been following since 
its establishment, They are designed to assure to NPA the benetits of representa- 
tive industry opinion in developing the defense production program and to guide 
the participants in industry advisory committee activities in adhering to the 
provisions of the antitrust laws, 

At the same time NPA emphasized in a letter to trade associations and other 
business groups that it will give the widest possible circulation to summaries 
of proceedings of industry advisory committee meetings. Arrangements will 
also be made for informal meetings of trade association executives with NPA 
officinis when requested. 

Representatives of industries are consulted in the preparation of NPA actions 
affecting them. The only exceptions occur When an action affects such a di 
versity of industry that consultation is impracticable, or when pressure of events 
makes this consultation impossible. 

The new operating instructions make it clear that industry advisory com 
mittees are “the recognized, official instruments for maintaining contact between 
the National Production Authority and industry on all matters relating to the 
defense program.” The order points out, however, that individual citizens or 
groups of citizens may seek discussions with employees of NPA whether members 
of un advisory committee or not. 

Nominated by the directors of NPA’s industry divisions, committees are 
designed to give representation to large, medium, and sinall businesses, geo 
vraphical distribution, members and nonmembers of trade associations, and 
various segments of a given industry. As a further measure to assure repre- 
sentation for small business, lists of nominees are subject to review by the NPA 
(ffice of Small Business. 

Verms are limited and membership rotated where possible to further broaden 
representation. Invitations to meetings will be issued by the NPA Office of 
Industry Advisory Committees. Only those invited will be allowed to attend 

Industry advisory committees are formally established when problems affect 
ing an entire industry or when questions arise upon which views or recommenda 
tions of several segments of the industry are desired. Informal conferences 
for the purpose of considering a specialized technical problem or for preliminary 
discussions may be held with a group not necessarily representative of an entire 
industry, but pronosed regulations and orders must always be submitted to the 
full industry advisory committee. 

The procedure provides that a committee may discuss any subject pertinent 
to the defense program and to the industry involved, snd may furnish informa 
tion, render advice and make recommendations to the government presiding 
officer when requested by him to do so. A committee may not, however, under- 
toke to determine policies for the industry, nor may its members attempt “te 
compel or coerce any person to comply with any request or order made by any 
publie authority.” 

Committee members may not reach any agreement among themselves or with 
the government presiding officer regarding specific action to be taken by the in- 
dustry, but may agree on recommendations to be made to the presiding officer. 

Committee meetings will be called in Washington by the Office of Industry 
Advisory Committees at the request of an industry division or of any three 
members of a committee. Meetings may be held outside Washington only with 
written approval of the Director of the Office of Industry Advisory Committees 
und the General Counsel. 

Committee activities are governed by requirements outlined by the Attorney 
General as a guide to avoiding violations of the antitrust laws: 

1. Agendas are formulated by the Government. 

2. Meetings are held under the chairmanship of full-time Government 
officials. 

%. Minntes are kept on each meeting. 

!. Committees are restricted to purely advisory functions; determinations 
of action to be taken are made solely by Government representatives. 
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Provision has also been made for the use of “task groups” to advise on special 
problems. Upon approval of the General Counsel task groups can be formed 
from the industry advisory committees for a specific study requiring no more than 
one month’s time for completion. Special approval with review by the Depart- 
ment of Justice will be required for periods longer than one month. 

In addition to continuing to make public announcements immediately after 
committee meetings, NPA said it will make summaries of the meetings available 
as promptly as possible for the use of the press, industry, and all interested per 
sons, 

Text of the NPA order establishing Industry Advisory Committee procedure is 
attached. 


Ruies APPLICALLE TO MEetTINGS Wirn Groups or Inpustry RepeeSENTATIVES 


Section 1. Purpose 


Ol The purpose of this order is to prescribe the rules applicable to meetings 
of representatives of the National Production Authority with groups of industry 
representatives as set forth in the Defense Production Act of 1950 and Depart- 
ment of Commerce Order No. 114 applicable to meetings of industry representa 
tives with National Production Authority officials. 

2 The restrictions put upon such meetings are intended to assure the 
National Production Authority the benefits of a true cross section of indusiry 
opinion for its assistance in the development and administration of the deferse 
program and to assure to industry protection from prosecution under the anti 
trust laws under the rules promulgated by the Attorney General. 

3 The provisions of this order are not to be construed as prohibiting ind 
vidual citizens or groups of citizens from seeking discussions with employees of 
the National Produetion Authority. 


Nection 2. Devices for Securing Advice of Groups of Industry Representatives 


OL Industry Advisory Committees. If a meeting is called for the purpose of 
considering problems affecting an entire industry or a segment thereof, or in 
volving questions upon which views or recommendations of several seguients ot 
the industry are desirable, it shall be held with a represeniative croup select 
from the industry and constituted as an industry advisory committee in accor 
ance with Section 3, below. 

O02 Informal Conferences. Tf a meeting is called merely for the purpose 
considering or obtaining advice or information on some specialized technical 
problem or for the purpose of preliminary discussions on other problems, an i 
formal conference may be held, in accordance with Section 4, below, with a | 
which is not necessurily representative of the industry Informal conteretce 
also may be called at the request of a group not represented by an Lidust 
Advisory Committee for such purposes. The holding of such a conterence shonl | 
not be considered as a substitute for the submission of proposed reculations and 
orders to the full Industry Advisory Committee as required by Section 3.00 

O38 Task Groups. There are three situations in which so-called “task groups 
will be used. The rules governing their organization and procedure are ius 
follows: 

1. If a special problem requires a considerable amount of time and effert 
or requires regular advice from industry representatives, a “task group” miay 
be selected by the Division Director as a subcommittee of the Industry 
Advisory Committee and the particular matter referred to them in writils 
The functions of such group must be advisory only and they wre not per 
mitted to act or agree to act independently except in making recommenda 
tions to the National Production Authority. Such meetings must be con 
ducted by a government representative in the manner specified in Section 
2.02. 

2. Occasionally a special problem will require contifuous Work of @n 
industry group in preparing a recommendation for government action. U! 
der such circumstances, if the work can best be conducted at some piace oth r 
than Washington, and it is not convenient to have a government represelta 
tive present, a task force may be organized with the consent of the Office 
of Industry Advisory Committees and the Office of the General Counsel. A 
letter of instructions must be prepared stating the precise task to be accom 
ages «d, the members of the group and the fact that their functions are sole! 
to prepare a recommendation for government action. The letter must in a 
cases state that under no circumstances will the task force be authorized to 


oe 
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require information from members of industry who are not members of the 
task force. The procedure here outlined may be followed only when the 
task group’s mission can be substantially completed in one month's time and 
the group then discontinued. It will he authorized primarily to permit the 
formulation of technical information and data required by the government 
asa guide to proposed action, 

8%. When it is proposed to form a task group for similar purposes to those 
specified in Section 2.05-2, but it is anticipated that their activities will 
continue for a period longer than one month, the proposal will be reviewed 
by the Office of the General Counsel, and, if approved, will be submitted to 
the Department of Justice for clearance. 


Section 3. Procedure for Establishing and Using Industry Advisory Committees 


OL Proposal of a New Industry Advisory Committee. The establishment 
of an industry advisory committee may be proposed by the director of an industry 


division, 
Advisory Committees and shall be accompanied 


forth: 


Such proposal shall be made to the Director of the Office of Industry 
by a memorandum setting 


1. The purposes for which the industry advisory committee is to be 
established. 

” The name (including first names and initials), address, business con 
nection, and position held, by each committee member proposed. 

3. A statement, together with necessary supporting information, that 
the committee, in the opinion of the industry division head, is representative 
of the industry. 

In this connection, the Defense Production Act of 1950 requires that 
“such business advisory conmimifttees shall be appointed as shall be appro- 
priate for purposes of consultation in the formulation of rules, regulations, 
or orders, or amendments thereto issued under authority of this Act, and 
in their formation there shall be fair representation for independent small, 
for medium, and for large business enterprises, for different geographical! 
areas, for trade association members and nonmembers, and for different 
segments of the industry * * *,” 

!. The date and time of the first meeting of the committee, the Govern 
ment representatives to be requested to attend the meeting and an agenda 
for such meeting. 

5. The memorandum of proposal shall have attached: (a) the nomination 
of the government presiding officer who shall be designated by the industry 
division director and (b) a clearance memorandum from the Office of 

Small Business. The Office of Small Business memorandum shall be con 
sidered as evidence that the Office of Small Business has reviewed the pro 
posed membership of the industry advisory committee and, in the opinion 
of the Office of Small Business, such committee affords fair representation 
to independent small-business enterprises. If the inustry division director 
und the Office of Small Business fail to agree on the question of such fair 
representation, the matter shall be referred to the Office of Industry Ad 
visory Committees for a decision, 

02 Approval of a New Industry Advisory Committee. If the Office of Indus 
try Advisory Committees is satisfied that the committee is representative, the 
committee shall be established by the Director of the Office of Industry Advisory 
Committees. In order to make the committee as representative as practicable, the 
Director of the Office of Industry Advisory Committees may change the member- 
ship of a proposed committee either by adding names to or eliminating names 
from the proposed list; in such event, he shall advise the government presiding 
officer of the changes to be made in order to enable the latter to express his views 
With respect to such changes. Generally, members shall be designated for limited 
terms to permit rotation of nembership where this is feasible or desirable. 

O3 Meetings of Industry Advisory Committees. 

1. /nvitations. All invitations to and notices of meetings of any industry 
advisory committee shall be issued to members or others by the Oijlice of 
Industry Advisory Committees upon the receipt of a request for a meeting, 
tovether with an agenda from the governinent presiding officer. Only those 
thus invited shall attend meetings. 

2. Refusals. In case any invitations are refused, the government presiding 
officer shall propose such additional members as are necessary to complete 
the membership of the cotumittee, If such additional members are approved 
by the Director of the Office of Industry Advisory Committees, he shall invite 
them to serve on the committee 
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8. Additional Members and Vacancies Whenever the government presid- 
ing officer believes an additional member should be appointed to a committee 
or that vacancy should be filled, he may propose a new member. If such 
additional members are approved by the Director of the Office of Industry 
Advisory Committees, he shall invite them to serve on the commnittee, New 
members shall not be selected in any manner which would sive inadequate 
representation to any part of the industry 

t. Place of Meeting. No meeting shall be held outside Washington unless 
specific written authorization of the Director of the Office of Industry Advis- 
ory Committees and of the General Counsel is tirst obtained. The division 
director should direct all requests for meetings outside Washington te the 
Director of the Oflice of Tndustry Advisory (‘onimittees setting forth the 
circumstances justifying an exception from the rule 
D Meetings Wau be Propose ad bu Vembers, A meeting of an industry nay 

sory committee may be proposed by any three of its members. Such proposal 
should be addressed to the Office of Industry Advisory Committees 

i. Presiding Officer, Minutes. The government presiding officer shall pre 
side over all meetings of a committee. Minutes may be a sumimary of import 
ant matters discussed at the meeting and need not be a full stenographic 
record. The Director of the Office of Industry Advisory Committees shall 
decide whether minutes should be distributed and, if so, to whom they should 
be distributed 

7. Special Attendance, The government presiding officer nay request that 
each member of a committee send 2 representative or representatives with 
specific qualifications to a particular meeting, or have such a person or 
persons accompany the member to a particular meeting. 

S. Segment Attendance, A meeting of a segment or segments of a com 
mittee may be called to discuss subjects of interest only to the segment 
or segments, provided that the segment of the committee is representative 
of the segment of the industry, or that additional representatives are ap- 
pointed to the segment in order to make it representative. 

$. Limitations on Use of Industry Advisory Committees and the Anti-trust 
Laws. Industry Advisory Committees are the recognized, official instruments 
for maintaining contact between the National Production Authority and Industry 
on all matters relating to the defense program. So long as Industry Advisory 
Committees, duly established and meeting in accordance with this order, limit 
their activities as indicated below in subsections, it is the opinion of the Genera 
Counsel of the National Production Authority that, in accordance wit rules 
promulgated by the Attorney General, no prosecution under the antitrust laws 
will be instituted against ther on the basis of such activities. 

1. An Industry Advisory Committee may discuss any subject pertinent 
to the defense program and to the industry involved at a meeting duly called 
in accordance with this order and presided over by a government presiding 
officer 

2. Al ndustry Advisory Committee may furnish information, 
advice, and make recommendations to the government pres ding offic 
requested by him to do so 

® An Industry Advisory Committee shall not undertake to det« 
policies for the industry, ner shall its members attempt to compel or coerce 
any person to comply with any request or order made by the government 
presiding officer or any public authority, nor shall they reach any agreement 
or understanding ameng themselves or with the government presiding ofiicer 
regarding specific action to be taken by the industry, provided, however, 
that agreement on the part of the committee members with respect to 
recomnmendations shall not be prohibited, 
= Required Use of Industru tdrisory Commiltees, 

1 Except when such consultation is found by the Administrator to be 
impractical, na new rule, regulation, limitation, or conservation order or 
amendment of an existing order which will result in a substantial change 
in the rate of operations of an industry shall be sumbitted for clearance wit! 

out prier consultation with the proper Industry Advisory Committee 
Committees of the industries to be affected. Every attempt should 

to consult the Industry Advisory Conunittee as early in the devel 
an order as‘is practicable 

2. Whenever it is the opinion of the appropriate division dire 


sible for the preparation and circulation of a proposed order 
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usually confidential character or the necessity for speed requires the circula 
tion or issuance of an order of the type described in Section 3.05-1, without 
consultation with the industries affected, he should state the reasons in 
Writing to the appropriate bureau director to which he reports, who will 
then decide whether to recommend to the Administrator that an exception 
to the rule be allowed and the order be issued without consultation. 

3. In any case in which an order of the type described in Section 3.05-1, 
is proposed by the division to which the industries substantially affected 
are assigned, it shall be the responsibility of that division to effect the 
necessary consultation with the proper industry advisory committee or com- 
mittees. In any case in which the division sponsoring the order does not 
have assigned to it the industries which will be substantially affected, it 
shall be the responsibility of the sponsoring division to notify the appropriate 
officials of the division to which the industries are assigned to arrange for the 
consultation with industry, and provide the representatives of the division 
sponsoring the order with an opportunity to present the order and a state 
ment of its basis to the industry committee convening for that purpose 

t| The manner of presentation of the proposed order to the industry 
committee consulted shall be in the discretion of the division sponsoring 
the order, i. e., whether or not the matter shall be handled by statement 
and oral discussions, 

Section 4. Procedure for Calling Informal Conferences 

OL An informal conference as defined in Section 2.02 may be authorized b) 
a division director. Minutes shall be kept and the summary or minutes shall 
be filed with the Office of Industry Advisory Committees within five days after 
the adjournment of the conference. If the problem under consideration con 
cerns more than one division, in arranging an informal conference the director 
of the sponsoring division shall be guided by the provisions in Section 3.05-38 
covering committee meetings. 
Section 5. Publicity Regarding Meetings with Industry Representatives 

Ol It shall be the responsibility of the Office of Public Information to make 


public information relating to any proposed meeting with industry representa 
tives and information regarding such meetings. 


Section 6, Attendance by National Production Authority Officials at Meetings 
called by Industry 

1) No representative of the National Production Authority shall attend any 
meeting called by a trade association or any other industry organization or group 
of industry representatives unless the meeting is a sizable one to which all 
members of the trade in the vicinity are invited or would be admitted, or unless 
the meeting is publie in character. Speeches or remarks made at such meetings 
by representatives of the National Production Authority shall be designated by 
the persons making them as wholly unofficial unless otherwise authorized by the 
Administrator and the Office of Public Information. No representative of the 
National Production Authority shall attend any informal meeting of limited 
attendance called by industry representatives. 
Section 7. Compensation and E rpenses 

1 The National Production Authority will not pay any compensation to, or 
the expenses of, any committee member, 
Section 8. Orders Superseded 

11 This order supersedes memorandum of May 24, 1950, from Earl W. Clark, 
Special Assistant to the Secretary, addressed to heads of bureaus and officials. 
insofar as the establishment and operation of National Production Authority 
industry advisory committees are concerned. 
Section 9, Effective Date 

1 This order is effective December 18, 1950. 
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DEPARTMENT OF COMMERCE 
NATIONAL PropUCTION AUTHORITY 


WASITINGTON, D. ¢ 


(Name) 
(Title) 


EXEMPTIONS FROM CERTAIN CONFLICT-OF-INTEREST STATUTES-——-PERSONS EMPLOYED 
Wiri0vUT COMPENSATION 


The Defense Production Act of 1950 (Publie Law 774. Sist Cong.), as imple 
mented by Executive Order 10182, provides for your exemption from certain 
statutes. 

1. You are exempted, with respect to your employment under subsection 
710 (b) of the Defense Production Act of 1950 (Publie Law 774. SIst Cong... 
from the operation of sections 281, 2838, 284, 454 and 1914 of title 18, United 
States Code, and section 190 of the Revised Statutes (5 U.S. C. 99), except as 
specified below : 

(a) Exemption hereunder shall not extend to the negotiation or execution of 
Government contracts with your private employer or with any corporation, joint 
stock company, association, firm, partnership. or other entity in the pecuniary 
profits or contracts of which you have any direct or indirect interests. 

(>) Exemption hereunder shall not extend to making any recommendation or 
taking any action with respect to individual applications to the Government for 
relief or assistance on appeal or otherwise under the provisions of the act made 
by your private employer, or by any corporation, joint stock Company, associa- 
tion, firm, partnership, or other entity in the pecuniary profits or contracts of 
which you have any direct or indirect interest. 

(c) Exemption hereunder shall not extend to the prosecution by you, or par 
ticipation by you in any fashion in the prosecution, of any claims against the 
Government involving any matter concerning which you had any responsibility 
during this employment, during the period of such employment, and the further 
period of 2 years after the termination of such employment. 

(d@) Exemption hereunder shall not extend to the receipt or payment of sal- 
ary in connection with your Government service hereunder from any source 
other than your private employer at the time of this appointment. 


DEPARTMENT OF COMMERCE, 
NATIONAL PropucTion AUTHORITY, 
Washington, September 18, 1950. 

Section 710 (b) (¢) of the Defense Production Act of 12850 provides that the 
President is authorized under certain conditions to employ persons of outstand 
ing experience and ability without compensation and experts or consultants and 
that he may provide by regulation for the exemption of such persons from the 
operation of sections 281, 283, 284, 434, and 1914 of title 18 of the United States 
Code and section 190 of the Revised Statutes (5 U.S. C. 99). 


§ 281. Compensation of Members of Congress, officers, and others in matters 
affecting the Government 

Whoever, being a Member of or Delegate to Congress, or a Resident Commis- 
sioner, either before or after he has qualified, or the head of a department, or 
other officer or employee of the United States or any department or agency there- 
of, directly or indirectly receives or agrees to receive any compensation for any 
services rendered or to be rendered, either by himself or another, in relation 
to any proceeding, contract, claim, controversy, charge, accusation, arrest, or 
other matter in which the United States is a party or directly or indirectly in 
terested, before any department, agency, court martial, officer, or any civil, mili 
tary, or naval commission, shall be fined not more than 810,000 or imprisoned not 
more than two years, or both; and shall be incapable of holding any office of 
honor, trust, or profit under the United States, 

Retired officers of the Armed Forces of the United States, while not on active 
duty, shall not by reason of their status as such be subject to the provisions 
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of this section. Nothing herein shall be construed to allow any retired officer to 
represent any person in the sale of anything to the Government through the 
departinent in whose service he holds a retired status, 

This section shall not apply to any person because of his membership in the 
National Guard of the District of Columbia nor to any person specially excepted 
by Act of Congress. 


§ 280. Officers or employees interested in claims against the Government 

Whoever, being an officer or employee of the United States or any departinent 
or agency thereof, or of the Senate or House of Representatives, acts as an agent 
or attorney for prosecuting any claim against the United States, or aids or 
assists in the prosecution or support of any such claim otherwise than in the 
proper discharge of his official duties, or receives any gratuity, or any share 
of or interest in any such claim in consideration of assistance in the prosecution 
of such claim, shall be fined not more than $10,000 or imprisoned not more than 
one yveur, or both 

This section shall not apply to any person because of his tuembership in the 
National Guard of the District of Columbia nor to any person specially excepted 
by enactment of Congress, 


§$ 284. Disqualifications of former officers and employees in matters connected 
with former duties 

Whoever, having been employed in any agency of the United States, including 
commissioned officers assigned to duty im such agency, within two years after 
the time when such employment or service has ceased, prosecutes or acts as 
counsel, attorney, or agent for prosecuting, any Claims against the United States 
involving any subject matter directly connected with which such person was so 
employed or performed duty, shall be fined not more than $10,000 or imprisoned 
hot more than one year, or both. 


34. Interested persons acting as Government agents 


3 4 
Whoever, being an officer, agent or member of, or directly or indirectly in 
teerested in the pecuniary profits or contracts of any corporation, joint-stock 
company, or association, or of any firm or partnership, or other business entity, 
is employed or acts as an officer or agent of the United States for the transaction 
of business with such business entity, shall be fined not more than $2,000 or 
imprisoned not more than two vears, or both (5 U. S.C. 99), 
$99. Navr-officers or emplovees not to prosecute claims in departments 

It shall not be lawful for any person appointed as an officer, clerk, or employee 
in any of the departments, to act as counsel, attorney, or agent for prosecuting 
any Claim against the United States which was pending in either of said de 
partments while he was such officer, clerk, or employee, nor in any manner, 
nor by any meuns, to aid in the prosecution of any such claim, within two 
veurs next after he shall have ceased to be such officer, clerk, or emplovee 


(R.S. § 190). 
TITLE 18, U. 8. ¢ 


$ (914. Salary of goverument officials and emplovecs pavable only bu United 
Ntates 

Whoever, being a Government official or employee, receives any salary in 
connection With his services as such an official or employee from any source 
other than the Government of the United States, except as may be contributed 
out of the treasury of any State, county, or municipality ; or 

Whoever, Whether a person, association, or corporation, makes any contribution 
to, or in any way supplements the salary of, any Government official or employee 
for the services performed by him for the Government of the United States 

Shall be fined not more than $1,000 or imprisoned not more than six months, 
or both. 
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ACTIVITIES Nort EXEMPTED BY SUBSECTION 710 (8) OF THE DerreNSE PRopUCTION 
Acr or 1950 


(Excerpts from GAL 204-6) 


(1) “Exemption hereunder shall not extend to the negotiation or execution 

of Government contracts With the private employer of such appointee 
or With any corporation, joint stock company, association, firm, partnership, or 
other entity in the pecuniary profits or contracts ef which the appointee has 
any direct or indirect interest” (sec. 201 (a) of BE. QO. 1OLS2) 

(2) “Exemption hereunder shall not extend to making any recommendation or 
taking any action with respect to individual applications to the Government 
for relief or assistance, on aypeal or otherwise, under the provisions of the 
act made by the private employer of the appointee or by any corporation, joint 
stock company, association, firm, partnership, or ether entity in the pecuniary 
profits or contracts of which the appointee has an direct or indirect interest 
(sec. 201 (b) of Bb. O. 10182) 

(5s) °* * * exemption hereunder shall not extend to the prosecution b 
the appointee or participation by the appointee in any fashion in the prosecu 
tion, of any claims against the Government involving any matter concerning 
Which the appointee had any responsibility during his employment, * . 
during the period of two years after the termination of such employment 
ee during the period of two years after the termination of such employ 
>. = 8” (sec. 201 (c) of E. GO. 10182). 

(4) “Whoever, being an officer ,agent, or member of, or directly or indirectly 
interested in the pecuniary protits or contracts of any corporation, joint stock 
company, or association, or of any firm or partnership, or other business entity, 
is employed or acts as officer or agent of the United States for the transaction 
of business with such business entity, shall be fined not more than $2,000 or im- 
prisoned not more than two vears, or both . > ™ (§ 434, title 18 U. 8S. C.) 

(5) “Whoever, being a Government oflicial or employee, receives any salary in 
connection With his services as such an official or employee from any source 
other than the Government of the United States, except as may be contributed 
out of the treasury of any state, County, or municipality: or whoever, whether 
i person, association, or corporation, makes any contribution to, or in any 
way supplements the salary of, any Government official or emplovee for the 
services performed by him for the Government of the United States shall be 
fined not more than $1,000 or imprisoned not more than six months, or both” 
(§ 1914, title 18 U. S. C.). 

(6) “Whoever, being an officer or employee of the United States, or any de 
partment or agency thereof * * *— receives, by virtue of his office or em 
ployment, confidential information, and (1) uses such information in speculating 
directly or indirectly on any commodity exchange, or (2) discloses such in 
formation for the purpose of aiding any other person so to speculate, shall be 
fined not more than $10,000 or imprisoned not more than one vear, or both. As 
used in this section, the term ‘speculate’ shall not include a legitimate hedging 
transaction, or a purchase or sale which is accompanied by actual delivery of 
the commodity” (sec. 710 (e) Defense Production Act of 1950), 

(7) See General Administrative Instruction 204-26 for further instructions 
regarding the conduct of all employees with respect to their private business ac- 
tivities. 


> 
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Dir. 1 to CMP Reg. 1 

JUNE 8, 1951. 
U. S. DEPARTMENT OF COMMERCE 

NATIONAL PRODUCTION AUTHORITY 
TITLE 82A—-NATIONAL DEFENSE APPENDIX 
Chapter VI—National Production Authority, Department of Commerce 
{CMP Regulation 1, Direction 1] 
CMP Reg. 1—Basic RULES OF THE CONTROLLED MATERIALS PLAN 


DIR. 1 PROCEDURE FOR OBTAINING MINIMUM QUANTITIES OF MATERIALS BY PRO- 
DUCERS OF CLASS B PRODUCTS 


This direction under CMP Regulation No. 1 is found necessary and appro 
priate to promote the national defene and is issued pursuant to the Defense 
Production Act of 1950. In the formulation of this direction, consultation with 
industry representatives has been rendered impracticable due to the need for 
immediate action and because the direction affects many different industries 

SecTION 1. What this direction does, This direction constitutes a deterinination 
by the National Production Authority that producers of certain class B products 
shall not be required to submit applications on Form CMP-4B if their total 
requirements of controlled materials do not exceed a certain maximum. It alse 
establishes a procedure whereby such producers may place authorized controlled 
material orders for such materials without obtaining an allotment. Such 
producers shall be subject to all CMP regulations and orders. 

Sec. 2. Persons affected by this direction. A producer of a class B product which 
is listed in the “Official CMP Class B Product List” and which is not identified by 
an asterisk is not required to submit and application on Form CMP-4B with 
respect to such product for any calendar quarter in which his total requirements 
of each kind of controlied material for the production of that product and all 
other products in the same product class do not exceed the amounts specified 
below: 


Carbon steel (including wrought iron) » 5 tons 
\lloy steel (except stainless steel) 1, ton 
Stainless steel none 
Copper and copper-base alloy brass mill products, copper wire mill product 

copper ind copper base alloy foundry products and powder noo pounds 
Aluminum 500) pounds. 


The term “product class” as used herein means a Product Class Code as shown in 
the “Official CMP Class B Product List.” 

Spee. 3. Use of allotment symbol to obtain controlled materials. Any producer 
of class B products who is not required to file a Form CMP-4B by reason of this 
direction is authorized to use the allotment symbol SU on delivery orders for 
controlled materials within the limits set forth in section 2 of this direction. An 
order so designated, when certified as provided in section 5 of this direction, 
shall constitute an authorized controlled material order. The quantity of such 
class B products which may be produced with controlled materials obtained with 
the use of the allotment symbol SU plus controlled materials properly contained 
in inventory shall constitute an authorized production schedule for the purpose 
of all CMP regulations. 

sec, 4. Use of rating to obtain production materials other than controlled mate 
rials. Any producer of class B products who is not required to file a Form CMP 
1B by reason of this direction is authorized to use the rating DO-SU on delivery 
orders for production materials as defined in CMP Regulation No. 3 in accordance 
With the provisions of that regulation. 

See. dt. Certification, Every delivery order placed under the provisions hereof 
shall contain, in the case of an order for controlled materials, the certification 
required hy section 19 of CMP Regulation No. 1, or, in the case of an order for 
production materials other than controlled materials, the certification required 
hy section 6 of CMP Regulation No. 3. 


(Se 704, Pub. Law 774. Sist Cong Interpret or apply @eee. 101, Pub. I 774. S81 
Cong sec, 101, E. ©. 10161, Sept. 9, 1950, 15 F. R. 6105; 3 CFR, 1950 §S 1D = 
E. O. 10200, Jan. 3, 1951, 16 F. R. 61.) 


This direction shall take effect on June 8, 1951. 
NATIONAL PropucTion AUTHORITY, 
MANLY FLEISCHMANN, Administrator, 
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OFFICE OF PRICE STABILIZATION, 
OFFICE OF DIRECTOR, 
Washington 25, D. C,. August 11, 1951. 
Hon. EMANvEL CELLER, 
House of Representatives, Washington, D. C. 

Dear Mr. CHAIRMAN: This is in further answer to certain questions which 
were asked me when I testified before the Monopoly Subcommittee of the House 
Judiciary Committee on July 17, 1951. 

For one thing, the question was asked as to the distinction between the steel 
agreements and certain voluntary undertakings of the lead, copper, and Zine 
industries 

As for the steel industry, a written agreement was concluded under which 
members of this industry were obligated not to charge more than prescribed 
amounts for their various preducts. This agreement was of a formal nature 
which was submitted to the Attorney General for Clearance and published in 
the Federal Register in accordance with the procedure set forth in section TOS 
ib) of the Defense Production Act of 1050. 

Members of the nonferrous metal industry each undertook to inform the 
Office of Price Stabilization beforehand of any changes in his prices. However, 
this was not done by way of a formal agreement under section 708 which would 
have been enforceable in court. It was rather an attempt by OPS to hold the 
line on nonferrous metal increases by voluntary action on the part of business. 
The assurances though not contained in a legally binding agreement were never- 
theless considered to be helpful in the stabilization objective. Such a program 
of voluntary acquiescence is contemplated by section 402 (a) of the Defense 
Production Act of 1950 and indeed was generally prescribed by Congress as a 
condition precedent to the imposition of compulsory price controls. In fact, 
on December 19, 1950, ESA issued voluntary standards for industry requesting 
Nation-wide compliance in order to avoid the necessity of future mandatory 
price controls. In any event, 2 weeks after the voluntary undertaking by the 
nonferrous metals group, it was supplanted by the issuance of the General Ceil- 
ing Price Regulation which froze prices generally. With the exception of the 
voluntary agreement relating to steel, which is still in effect, OPS, since issuance 
of the GCPR, has used compulsory rather than voluntary methods to stabilize 
prices, 

I was also asked abont the policy of OPS with respect to the use of basing 
point or zone pricing methods in our regulations. 

The policy of OPS in formulating regulations covering an industry is to 
employ so far as practicable the pricing system used by the particular indnstry, 
This is necessary in order to avoid disruption of the industry and to stem the 
inflationary pressures as quickly as possible. It is not the function of OPS 
to bring about changes in the going practices of American business, nor is it 
possible to initiate a new pricing system for every industry. 

That is not to say, however, that OPS subscribes to illegal pricing practices, 
in any case where pricing practices have been determined by competent au- 
thority to be illegal, they would certainly not be used as the basis for any price 
control regulations. That would inclnde a Federal Trade Commission order as 
well as a court decree 

In addition. as described in detail below, we have taken action to accommodate 
the interests of the antitrust agencies in cases where such action was practicable 
on our part. OPS has maintained and will continue to maintain close liaison 
with the antitrust agencies of the Government in order that problems of mutual 
interest may be discussed and analyzed constructively. 

The committee was interested in the legal aspects of the use by OT’S, in its 
ceiling reculations, of multiple basing-point price systems or zone price systems. 
The Chief Counsel of OPS advises me that there hus been no ruling declaring 
that multiple basing-point price systems sre illegal per se. The Cement Institute 
case (FTC vy. Cement Institute, 383 UCU. S. 683) is predicated on a finding of 
collusion and concerted action to maintain a basing-point delivered price 
system for the purpose of suppressing competition. It is possible that a multiple 
basing-point price system might, in and of itself, constitute evidence of discrim- 
inatory pricing, subject, however, to the ability of a company or companies in- 
volved to rebut this evidence by showing that the price discriminations were 
the result of good faith efforts to meet competition Cf. Corn Products Co. v. FTC 
(324 U. S. 726): FTC v. Staley Co (324 U.S. 746). 

The considerations become of ernucial importance in appraising the legal posi- 
tions of OPS ceiling prices when it is borne in mind that the OPS merely fixes 
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a top limit on the permissible prices which may be charged by the company, 
and does not instruct any company as to what price it will charge. Further 
more, it is our view that any agreement by companies to charge the ceiling prices 
would constitute a violation of the antitrust laws. 

It is possible that some of the multiple basing-point price structures estab 
lished by various industries may be declared illegal under the Sherman Act 
or the Robinson-Patman Act. However, the OPS manifestly cannot undertake 
the responsibility for an examination and determination in these cases of the 
legality of each price structure. As already indicated, we would certainiy not 
aecept as the basis of a regulation a price system which had been found to be 
illegal. 

There follows for the information of the committee a list of the regulations 
issued and currently planned to be issued which use such basing point or zone 
price systems. It will be noted that in no case has OPS initiated such a system 
but that on the contrary each such regulation merely continues the pricing 
system in effect. 

CPR 5, governing iron and steel scrap, embodies a basing point pricing system 
which, however, does not involve either phantom freight or an absorption of 
freight. The pricing system was in use by the industry prior to OPS and is 
founded on movement of steel and iron scrap to the closest mills. The basing 
points are consuming points and the price for each seller is based on his rela 
tive position in view of the historical fact that scrap produced in one place mays 
be worth more or less than that produced in another place, depending on where 
the buyers are located. It was felt that this uniform delivered price system 
does not discriminate against the consumer, but is rather based on both historical 
market relationships and on the economic reality that the value of scrap depends 
upon its location in relation to the location of the scrap consumer, 

(7P?S also plans to issue a regulation using the basing point system covering 
the lard industry. This would continue a pricing system previously in effect. 
In the lard industry, there is a centralized producing area in the Corn Belt, and 
all other areas are deficit areas; i. e., they do not produce sufficient hogs of 
lard to satisfy the demand. The basing point system embodied in the proposed 
regulation sets four basing points in the Corn Belt at Chicago, Omaha, Kansas 
City, and St. Louis. The production figures for 1949 clearly show these to be 
the major producing areas of the country. Thus, under this system prices in 
most cases are based on prices at producing centers. 

A proposed slab (primary) zine regulation embedies a basing point system. 
This system has not been declared to be illegal nor indeed, so far as we know, 
charged to be illegal. As stated above, it is our general policy to use the normal 
trade practices in the industry and not disrupt those practices. We are presently 
discussing the pricing system in use in this industry with the Antitrust Division. 

Supplementary Regulation 11 to the GCPR uses a zone system for pricing 
surface floor coverings, which system had been in effect at least since 1926. 
Refore issuing this regulation OPS was informed that the Federal Trade Com- 
mission investigated members of the carpet industry and issued a cease and 
desist order in 1937. However, the legality of the zone pricing system was not 
involved in that order and to the best of our knowledge has not been questioned. 
OPS believes that adoption of this pricing method which has been in continual 
use by the industry for a considerable period of time is the most effective nethod 
of price control for that industry. 

Two other regulations have been issued by the OPS using the zone method. 
These are CPR 38 dealing with pulp wood and CPR 48 dealing with contract 
logging. These regulations were based in the main on OPA regulations and 
again utilize pricing practices already in effect in the industry. 

Further, OPS has made a conscious effort to avoid issuing regulations which 
might interfere with the objectives of the antitrust program. For example, 
a price regulation had been prepared relating to gasoline, naphthas, fuel oils, 
and liquefied petroleum gases. It was proposed under this regulation to allow 
Wagon sellers to price on the basis of the price of a designated wagon seller in 
that marketing territory. This system was used by OPA, and has definite 
advantages in terms of avoiding complexities of administration. The Chief 
Counsel of OPS telephoned the Assistant Attorney General of the Antitrust 
Division and inquired whether the use of that system would present any prob- 
lem to the Antitrust Division. We were informed that it would; that it might 
prejudice several pending antitrust suits involving large petroleum refiners 
CPS refrained from issuing that proposed regulation notwithstanding the ad 
ministrative advantages, in order that the antitrust objectives might not in 
any way be frustrated by price control action. 
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Another example is the regulation dealing with asphalt tile. This industry 
uses a pricing system consisting of the mill list price of materials plus a freight 
increment applicable to the particular zone bascd on either freight from the 
seller's factory or freight from the neurest competitive manufacturing point. 
Where plants use the tatter basis to determine their freight increment, a prob- 
lem arose when the closest competitor moved his factory. Under the regula 
tions which had been issued, the seller would then be left with a nonexistent 
manufacturing point and his freight cost would be determined from that point 
OPS, realizing that this might include purely phantom freight, amended the 
regulation so that the manufacturer had the option of choosing another existing 
manufacturing point of his nearest competitor or of charging freight from his 
own factory. 

OPS has also taken positive pricing action to comply with antitrust objectives 
As an example, OS, at the request of the Antitrust Division, issucd Supple 
mentary Regulation 22 to the GCVR allowing the American Can Co. and the 
Continental Can Co. to increase their lease charges for certain Container closing 
machinery. This request was made by the Antitrust Division in order that 
OPS regulations might not prevent these companies from charging at least 
compensatory rates in accordance with a court decree. These jnerenases in 
charges, it was believed by the Antitrust Division, would help restore competi 
tion in the industry. 

Thus, OPS has not only attempted to avoid conflicting with antitrust objec 
tives but has also taken positive steps to assure the existence of realisti 
pricing systems. OPS has consulted and will continue to consult with other 
governmental agencies whenever a pricing system appears questionable. How 
ever, in the absence of some determination of illegality, OPS generally employs 
in its price regulations the same pricing systems as those previously used by 
the industry affected. This takes into account the necessities of administration 
and the desirability of using a pricing svstem which avoids unnecessary inter 
ferences with customary trade practices and supply conditions, 

Sincerely yours, 
MicHam,. V. Psat 


OFFICE OF PRICE STARBIL!ZA\TION 
OFFICE oF De rRocTor 
Washington 25, D.C... Septem le 1, 7965 
Hon. EMANUEL! CELLER, 
House of Representatives, Washington, D.C. 

Drak MR. CHAIRMAN: This is in further answer to certain questions which 
were asked me when I testified before the Monopoly Subcommittee of the Elous 
Judiciary Committee on July 17, 1951. 


Your committee asked whether it is customary in this agency to have members 
of advisory committees, or persons invited to attend meetings, prepare minutes 
More particularly, you asked whether the Rice Milling Industry Advisory ¢ 


mittee meeting of February 15 and 16 of this year was handled in such 


mnanner 

The present policy of the Office of Price Stabilization with regard to industry 
advisory committee meetings is to have the meetings conducted by a full-time 
official of this agency. Likewise, the minutes are written by a permanent em 
plovee of this agency. The members of the advisory Committee are mere 
invited to attend these meetings in an advisory capacity and are not allowed 
to participate in any of the procedural aspects of such a meeting. We feel this 
is in full conformance with the letter of Peyton Ford, Deputy Attorney Gen 
eral, of November 7, 1950, directed to Hon. Allen Valentine, Administrator, 
Beonomic Stabilization Agency. 

At the time of the Rice Milling Advisory Committee meeting reterrod to, this 
agency Was in a very early stave of its work and was very much understafied 
As a result, a uniform precedure had not been established for the industry 
advisory committee meetings. However, even at this meeting, the chairmiain 
was Mr. E. E. Edmundson, a consultant employed by the Office of Price 
Stabilization. Moreover, Mr. Fdmundson took shorthand notes of the proceed 
ings and participated in the writing of the minutes for this meeting. It is tru 
that certain members of the advisory committee also participated in writing 
these minutes 

There certainly is no present practice of allowing members of the advisors 
committee meetings, or persons invited to attend these meetings, to participate 
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in writing the minutes for these meetings. The fact that members of the Rice 
Milling Committee did participate in certain of the procedural aspects of the 
meeting was an exceptional situation resulting from the fact the agency at that 
time was in its very early stage. 


Sincerely yours, 
MicHakEx V. DiISatre. 


DEFENSE TRANSPORT ADMINISTRATION, 
4 


Washington 25, D. C., July 27, 19517. 
Hlon. EMANUEL CELLER, 
Chairman, Subcommittee on Monopoly, 
House Judiciary Committee, Washington 25, D. C. 

DreaAR CHAIRMAN CELLER: During the course of my statement to your subcom- 
mittee yesterday I was requested or agreed to furnish certain data and material 
for the record. IL have had made the necessary investigation and report to you 
as follows: 

1. There has been no certification under Executive Order 10182 with respect 
to the appointments of Caleb R. Megee and William Betts as consultants on rail 
road transport problems. Originally, section 3801 of Executive Order 10182 re- 
quired written certification with respect to all appointments made under section 
101 (a) of that order; bowever, on January 16, 1951, by Executive Order 10205 
(16 F. R. 419) section 301, part III, of Executive Order 10182 was amended 
so that positions that are advisory or consultative are not required to be 
certified. Messrs. Megee and Betts were appointed consultants on February 
, 1951. I have, however, filed with the division of the Federal Register for 
each of the individuals named a statement as required by section 302 of Execu- 
tive Order 10182. 

’. With respect to the exemption of advisory personnel employed by the 
National Security Resources Board, my general counsel advises me that service 
of an individual as a member of any advisory committee to NSRB “shall not be 
considered as service bringing such individual within the provisions of section 
281 or 285 of title 18, or section 119 (e) of title 41." This exemption is subject 
to certain conditions mentioned in the section. Tt would, therefore, appear 
that the exemption provided in Executive Order 10182 is broader in seope than 
that pertaining to NSRB advisory personnel. 

3. T enclose herewith Revised Service Order No. S66, Railroad Operating 
Regulations for Freight Car Movement. These are the care service rules and 
reculations mentioned in my testimony. May I invite your attention to para- 
vraph (a) (S) of section 95.866 relating to special car orders. The appointment 
of Arthur Hl. Gass, chairman, Car Service Division, Association of American 
Railroads, as agent of the Commission was done pursuant to the provisions oj 
section 1, paragraph (17) of the Interstate Commerce Act, as amended (title 
49 U. S.C. A., see. 1 (17)) which states that “the directions of the Commission 
as to car service and to the matters referred to in paragraphs (15) and (16) 
may be made through and by such agents or agencies as the Commission shall 
designate and appoint for that purpose.” 

If there is any further or other information that the committee desires to 
have submitted, I should be pleased to conform to your requests. 

Very truly yours, 
JAMES K. Knupson, Administrator. 


Enclosure 
TITLE 4%—TRANSPORTATION 
(CHAPTER I—INTERSTATE COMMERCE COM MISSION 
SuBCHAPTER A—GENERAL RULES AND REGULATIONS 
Part 95—Car SEnrvice 
Revised Service Order No. 866 


RATLROAD OPERATING REGULATIONS FOR FREIGHT CAR MOVEMENT 


At a Session of the Interstate Commerce Commission, Division 3, held at its 
ofiice in Washington, D. C., on the 28th day of March, A. D. 1951. 

It appearing, That an acute shortage of freight cars exists in all sections of 
the country; that such shortage is further aggravated by the needs of National 
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Defense; that cars loaded and empty are unduly delayed in terminals and in 
placement at, or removal from industries; that present rules, regulations, and 
practices with respect to the use, supply, control, movement, distribution, ex- 
change, interchange, and return of freight cars are insuflicient and to promote 
the most efficient utilization of cars; in the opinion of the Commission an emer 
gency requiring immediate action exists in all sections of the country to promote 
cure survice in the interest of the public and the commerce of the people 

It is ordered, That: 

§$ NOS866 RAILROAD OPERATING REGULATIONS FOR FREIGHT CAR 
MOVEMENT. 

(a) Each common earrier by railroad subject to the Interstate Commerce Act 
shall observe, enforce and obey the following rules, regulations and practices 
with respect to its car service: 

(1) Placing loaded cars at final destination for unloading_-Loaded cars, 
Which after placement will be governed by demurrage tariff rules applicable 
to detention of cars awaiting unloading, shall be placed on carrier's or con 
signee’s unloading tracks within twent\-four hours after the first 7:00 a. m.. 
following arrival at the destination station or serving vard 

(2) Placing loaded cars held for terminal services. Loaded cars held at 
billed destination for accessorial terminal services described in the applica 
ble demurrage tariff, such as holding for orders or inspection, shall be placed 
on carrier’s or consignee’s unlouding tracks within twenty-four hours after 
disposition orders to place cars for unloading are actually received by the 
railroad. Carrier records shall show date and time such orders to place 
cars for unloading are received, 

(3) Constructive placement of loaded cars When delivery of a Car for 
unloading cannot be made because of any condition attributable to the con- 
signee, written notice that car is held and that the railroad is unable to 
deliver shall be sent or given consignees within twenty-four heurs after 
arrival of car at hold point 

(4) Removal of cars after unloading.—Where switching service is per 
formed more than four days a week, remove empty cars from point of un 
loading or interchange tracks of industrial plants within twenty-four hours 
after the first 7:00 a. m. following unloading or release of consignee, unless 
such cars are ordered or appropriated by the shipper for reloading Within 
such twenty-four hour period 

(5) Transporting loaded cars.—Where switching service is performed 
more than four days a week, all outhound loaded freight cars shall be pulled 
from loading place or interchange tracks of industrial plants within twenty 
four bours after the first 7:00 a. m. following acceptance by the currier of 
the shipping order. Such cars shall be forwarded in line haul service withit 
twenty-four hours after the first 7:00 a. m. following their receipt in out 
bound makeup or classification vards. 

(6) Restriction on holding cars for prospective loading. Except Cars as 
sembled for peak or seasonal movements and special types of cars for specific 
types of loading, hold uo more cars for prospective loading at any time, for 
any industry which it serves, than those needed to protect current outbound 





loading 

(7) Repair tracks.—Repair any cars taken out of service for repairs, or 
carded for repairs, at the earliest time consistent with efficient railroad 
operating practices. 

(S) Special Car Orders. Observe, obey and comply with Special Car Or- 
ders now outstanding, issued by W. C. Kendall, former Chairman, or Arthur 
H. Gass, Chairman, Car Service Division, Association of American Rail- 
roads, and said Chairman, Arthur H, Gass, is hereby appointed Agent of the 
Commission with directions and authority to issue such orders as he may 
find necessary with respect to the location, relocation and distribution ot 
freight cars as between sections of the country, or carriers by railroads or © 
such carriers, throughout the United States. 

(9) Yard cheeks, supervision, and records.—Make the necessary yard and 
track checks and maintain suflicient supervision and records to enable car 

riers to comply with the above provisions of this order. 

(b) Application. 
(1) The provisions of this order shall apply to intrastate and 


lhifterstite 


coTmminerce 
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(2) The provisions of this order shall not apply to freight cars contain 
ing property held at or short of ports awaiting transfer of the property from 
the cars to vessels for movement beyond by water, nor to empty cars held 
at ports for transfer of property from vessels to such cars. 

(3) When computing the periods of time provided in this Order exclude 
Sundays and such holidays as are listed in Item No. 7, Agent L. C. Schuldt’s 
Demurrage Tariff I. C. C. 4257 or reissues thereof, only when they occur 
within the said periods of time, but not after. 

(¢) Regulations suspéended—-announcement required.—The operation of all 
rules and regulations, insofar as they conflict with the provisions of this order, is 
hereby suspended and each railroad subject to this order, or its agent, shall 
publish, file, and post a supplement to each of its tariffs affected hereby, in sub 
stantial accordance with the provisions of Rule % (k) of the Commission's 
Tariff Circular No. 20 (§ 141.9 (k) of this chapter), announcing such suspension 

(d) Effective date.—This order shall become effective at 7:00 a. un., April 
1, 1951. 

(e) Papiration date. This order shall expire at 7:00 a. m., December 31, 1951, 
unless otherwise modified, changed, suspeuded, or annulled by order of this 
Comnission. 

It is further ordered, That this order vacates and supersedes Service Order 
No. £66, and that a copy of this order and direction shall be served upon the 
railroad reguiatery body of each State and upon the Association of American 
Railroads, Car Service Division, as agent of the railroads subscribing to the 
car service and per diem agreement under the terms of that agreement, and all 
other carriers by railroad; and that notice of this order be given to the general 
public by depositing a copy in the office of the Secretary of the Commission at 
Washington, D. C.. and by filing it with the Director, Division of the Federal 
Revister 

(10 Stat. 101, Sec. 402, 41 Stat. 476, Sec. 4. 54 Stat. 901, 49 U.S. C. 1 (10) 
(17), 15.(4).) 

By the Commission, Division 3. 

[SEAL] W. P. BARTEL, 


Necretary 


NORTHEASTERN ROOFING, SIDING AND INSULATING CONTRACTORS ASSN., INC., 
New York 17, N. Y., July 23, 1951 
Hon. EMANUEL CELLER, 
Chairman, House Monopoly Comiunittee, 
Hiouse Office Building, Washington, D. ¢ 

DeaAR Mr. CELLER: [To am on vacation where | have read National Production 
Administration Fleischmann’s statement to the House Monopoly Subcomunittee 
in Which he urges elimination from the Defense Production Act, broadening of the 
authority of industry advisory committees, 

If I were in New York IT would immediately ask your committee to hear me 
in rebuttal to his amazing desire. The best [ can do here is to send a few notes 
to Inv secretary for transcription and forwarding to you. Will vou please see 
that this letter is brought to the attention of the committee, and made a part of 
the permanent record of its meetings? 

Why is a trade association executive suspect ? 

In my several years of working with Government I have found most officials 
are deeply appreciative of the cooperation of trade association executives and 
turn to them constantly for advice. Certainly, you as a Member of Congress for 
so Inuny years must have learned to rely considerably on these executives, and 
like most Members of Congress have found them by far and large sincere, efficient, 
and effective. Friends of mine in Congress have paid high tribute, in my pres 
ence, to trade association executives opposing measures which they are sponsoring 
or supporting. 

There’s nothing wrong with a trade association executive. 

Why should he be barred from working with his industry while they are 
advising with Government on rules by which it will survive or expire? 

Who else knows more about the minutest details of an industry than the paid 
executive of its association ? 

Who does the research work and details its result to his industry through com 
mittees, except the paid executive and his staff? 
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Whit ¢ nerience } the average | _ i sal -” ~ 
counting intelligently and effective information in support of a case which 
presents the side ot his industry? 

lay members of an ndustr he eompelled 


W hiy should sincere but untra ned 
personnel including the experts brought in 





face a group of Government 
ernment and trained egal advice to guide these expert without e adviser 
o help them present hie case effectively ? 
Give me ole nm \ { i ‘ na I 
dustry should be overawed by Government: pers nnel hie ;' 
i! el ‘ ‘ ! oo W | il i 
dd eXe iv 
se ‘ vour bi fina e reuse ; vt ) ‘ 
! WwW d evel ] I vl ale Tit 1 t ‘ 
‘ ‘ rs | e paid ves 
} = ments il aul , S 
l tel | ry ng, wi ! g 
‘ Why w (tt iD "é ( [bie L¢ ( ~ vy « ij 
n it 
\ n ¢g ( ver to the que W hy 
f ! ' juestis f d ’ 
, { ‘ ’ ‘ i 
leu tiiere a, ( ( mia ndusti s wl ‘ ‘ bye 
! ‘ rhey ] I t he p ( wel ~ £ ‘ ‘ 
e to tl op. In our particular ( try these s hess are 
Ce ne«l Ihe ! = i t ‘ ed 
cf] f rd knocl he hard ¥ ! oY hile or < _ 
nstames ( :; ; ohte d 
v ee ux Gt ¢ erts and attorne ont ug ‘ The hu 
‘ need help and jada Wi ~ thet ‘ | | (; C1 ent 
ve this guid ( heit dl ext 6 
] > hh il 
Again the little Tellow he smal Isi man, suffers as s doe 
What fear does a fifty or hundred thousal dd r executive of some big § 
poration ve for Government experts oF ttorneys If lie ‘ ‘ 
mn iin eve : hen he is not er tled to hold his por ! ) 
rhis unu dea barring t ‘ ssocintion executive | ‘ ( t 
rom industry lvisory meetings Is mioere than a slur on a mM dt | 
profession t » much greater evil, a direct slap at small business 
Congress has recently show! considerable interest in business 
Your committee can perform a gre it service to them by endorsing nd fighting 
for a section of the new Defense Produc tion Act which will permit industry 
utives and counsel to be a part ol the effort 


have their paid association 


nt to advise with industry. 


ene 


hy Governne 
You will note copi 
n the problem 


Cordially yours, 
( CN. NICHOLS 


es of this letter are going to others who sl 


The attached letter, dated September 15, 1951. was sent to the following: 


he honorable the Secertary ot Agriculture, Washington Dp. < 
he honorable the Secretary of the Air Force, Washington, D.C 
Dc 
fF Commerce, Washington, Db « 


1 honorable the Secretary of the Army, Washington 


I 

he honorable the Secretary ol ! 
he honorable the Secretary of Defense Washington, D.C 

he honorable the Secretary of the Interior, Washington, D.C 
} ‘able the Secretary of Labor, Washington, Db 

I the Seeretary of the Navy, Washington, Dp. Cc 

Commission, Washington, D. C 
urement Agency, 


1 honol 

w honorable 

Hon. Gordon Dean, Chairman, 

Hon. Jess Larson, Administrator, 
Washington, DD. € 

Hon. James K. Knudson, 
Washington, D.C 

Hon. Erie Johnston, Administrator, Keonomic 

D. C. 


' 
7 
| 
‘ 
1 
: 
: 
Atomie Energy 
Defense Materials Pro 
Administrator, Defense Transport Administration, 


Stabilization Agency, Washington, 


S08G1—51-——ser. 1, pt. 4 ; 
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Hon. William MeChesney Martin, Jr., Chairman, Board of Governors, Federal 
Reserve System, Washington, D.C, i 
Hon. Jess Larson, Administrator, General Services Administration, Washington, | 

Db. c, 

Hon. Raymond M. Foley, Administrator, Housing and Home Finance Agency 

Washington, D. C. 

Hon. Jack Gorrie, Acting Chairman, National Security Resources Board 

Washington, D.C. 

Hon. W. Stuart Symington, Administrator, Reconstruction Finance Corporation 

Washington, D.C, 

The House Judiciary Subcommittee on the Study of Monopoly Power ha 
recently completed a series of hearings relating to the operation of industry 
advisory committees by the various Government departments and agencies 
In the course of these hearings, many practices were disclosed which fail t 
conform to the standards established by this Department in its letters of October 
19, 1950, and March 15, 1951, and by the Defense Production Act of 1950, a 
amended, 

We are listing below some of those practices: 

(a) Participation by private enterprises, without approval by the Attorne 
General as provided under section TOS of the Defense Production Aet, ins 
called informal voluntary agreements for allocation of production, shipments 
and exports; product standardization and simplification; uniformity of sales 





contracts: and price maintenance ; 

(b) Digression from the sole committee functions of giving advice and making 
recolnmendations in response to specific requests by Government officials, and 
engaging in policy determinations and implementation of procedures; 

(c) Failure to observe formal rules during committee meetings, including 
that of having a Government chairman who presided and was present through 
out the meeting; 

(7d) Committees have been permitted to continue business through informa] 
meetings, telephone conversations, correspondence, and similar means; 

(e) Committees which have completed their assigned tasks have not been 
dishanded in instances in which there has been no prospect in the future for their 
further useful employment by the appointing Government ageney ; 

(f) Committee members have at times been asked to withdraw from. the 





conference room With the request that they discuss problems among themselves 
and then report back to the particular department or agency ; 

(vy) Informal meetings for discussion of cotnmittee business have been hel 
prior to, or subsequent to, official meetings by committee members ; 

(hy) Meetings of committees have been held in space not assigned to, and under 
the control of, the Government; 

(i) In some instances, committees have reported to departments or agencies 
through their trade associations or other industry groups: 

(7) Task groups or task committees have been organized without compliance 
with the standards established by this Department : 

(kh) Attendance at meetings has not always been limited to accredited industry 
members and invited Government employees ; 

(7) Counsel have been retained by committees 
plans; 

(mr) Committees have failed to fulfill requirements for the recordation of 
their proceedings, In certain instances, comimittees have not had Government 
officials make accurate and full and complete notes of meetings nor have they 
cnused stenographic transcripts to be taken, which is the preferable procedure : 

(mn) In those instances in which a stenographie record has not been kept. 
minutes of meetings have not always heen prepared by Government officials nor 
by individuals present at the meetings ; 

(0) Minutes have been submitted to trade associations and other industry 
groups for changes and deletions ; 

(p) Minutes have not always set forth the purpose of the meeting, names 
and affiliations of members present and absent, and the time and place of the 


t 


to formulate programs and 





meeting ; 

(q) Committees have requested information from industry in the name of the 
department or agency by which they were formed ; and 

(r) Publie relations projects of trade associations have at times been pre- 
sented at committee meetings. 

Government representatives at such meetings have at times indicated that 
committee members have immunity from prosecution under the antitrust laws 
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We consider it essential that committee members be informed that this Depart 


to institute proceedings, either civil, ¢ 


ment retains complete freedom rin 
or both, in the event that any particular plan or course of action is used to 
accomplish unlawful private ends and, further, that we retain full freedom to 
institute civil actions to enjoin continuance of acts or practice found not to 


be in the public interest and persisted in after notice to desist As you are 
uware, certain | ie" 
titrust laws It would 0 unfortunate if si Violuttonms | aw are 


of the ant ns 
f committee activities which are under the spor 


of the practices enumerated above may give rise 


hroucht about in the course of 
sorship of the Government since | al action brought as a result of such ji 


proper Committee activities, whether by the Government or by private concer 
which mav be intured, would prove detrimental to the succes il utilization « 
industry advisery committees, 

This Department recommends that, wherever such improper pra Ss oceu 
effective corrective steps be taken at once, thereby enabling the cou ttees 1 
function im accordance with the standards established by this) Dyepa 


to the administration of all indus 


These standards and policies are appli ab 
} 
ne ro : rn 


try advisory committees utilized by the various departments and agencies 
are not limited to those committees formed under the provisions of the Defens 
Production Act of 1950, as amended 

it is requested that you review the operations o 
industry advisory committees established by your agency. In conformity with 
the President's memorandum of September 2S, 1950, we shall be pleased to cor 





In view of the foregoin 


sult with you concerning any problems arising in the formation and operation 
of industry advisory committees utilized by you. 
Sincerely yours, 
H. G. Morison, 
Assistant Attorneu General. 


{This is a reprint from the Journal of Aecountaney, John L. Carey, Editor 1 92, July 
1951, No. 1] 

[Opinions expressed in the Journal of Accountancy by the editors and co 
not necessarily endorsed by the publishers nor by the American Institute of Accour 
Articles and departmental material are chosen for their general interest, but statemer 
beliefs, and conclusions expressed are those of the authors and editors 


ACCELERATED AMORTIZATION IS A COST 


Dangerous confusion, which may retard the Nation's rearmament, has en 
veloped the concept of accelerated amortization of defense facilities I uzzy 
thinking about what is in fact a simple accounting problem has led spokesmen 
for government, labor, and industry into a fog of emotional reactions which 
obscure the real issue. Conclusions reached in this fog may be disastrous 

The logical basis for accelerated amortization of defense facilities is the 
probability that their useful life will be limited to the period of the defense 
emergency. If a plant or a machine ceases to be useful at the end of that time 
because it is worn out, or because it is obsolete, or because it represents excess 
capacity—it will no longer produce revenues. Its cost is properly chargeable 
to the years in which it does produce revenues. There is, or should be, no dif 
ference between the concepts of “normal depreciation” and “accelerated amor 
tization” except one of degree—the difference in the probable useful lives of 
the assets under consideration. 

The costs of plant and machinery are just as “real” as the costs of labor 
and materials. There can be no profit in any year until that part of the cost of 
facilities which is chargeable to the operations of that year has been recovered 
To say that accelerated amortization should be “allowed” for tax-purposes, but 
should not be recognized as a cost in pricing products or in renegotiation—hbe 
cause the businessman “gets it twice’—is an utter absurdity. There can be no 
income of any kind ,to say nothing of excess profits on which taxes can be col 
lected, until all costs incurred in producing the income have been recovered 
Costs can be recovered only in prices. It would be just us sensible to say that 
the costs of Jabor and materials might be allowed for tax purposes, but not in 
prices, 

The difficulty, of course, is that the costs of plants and machinery must be 
allocated to each year of operation on the basis of an estimate of their useful life, 
whereas the costs of labor and materials are known as soon as they are incurred, 
and can be summarized accurately at the conclusion of the year his ditheulty 
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“normal depreciation,” as well as in applying 






ist be overcome in determini 








mit 
accelerated amortization,” although the latter is complicated by the gre ris} 
of obsolescence and excess cupacity after the current emergency The 
plications incredse the administrative problem, but they are unavoidable 
mist be faced directly, They have no bearing on the principle at issue 
Opposition to accelerated amortization as a cost for pr S purposes ste 
! i the nisconcept onthat it isa subsidy oran ‘ ve bonus to businessn 
f sluggish patriotism, to induce them to build needed defense plants. This 1 
neeption may have been nurtured by the way in which some government offic 
have administered the applicable pro ion { t) liw, and f ! 
businessmen } ‘ nternele f Whit see ! ! res 
pita Lb faulty administrati vain, has no be . on ey 
{ e the on f World V 1] } ! 
() rye? ! f t ho w i ¢ nthe en 1 rrermion ( ‘ 
‘ I by YD } ‘ t Al ' mht 
Y | ~ t ! pMor ( t of er ‘ { leler 
} tify ithe cable nem aT ad of 
} rier 1 iyo ‘ 7 sD wn 1 ] 
hiort ition n fe mK do tl tit ! 
‘ ! ’ nctors served if rm } 
. ol ‘ } y ! t ) f-eme! j 
eans th [ ‘ i it of the ! Tie il he « ! ‘ 
‘ dl onsid y | t e pried ers _ tp) i 
( rite thie lif <1 ' 1 Cle t od 1 ! I i 
re } mous fies ’ ecolerated nortizatior epresents 
rit he @ ] ‘ t¢ ! i rhe «a t she a be rece ere 
hy the contractor d { 1 ri period Chis c} re sO SUppoOrts 
1 sent plan as a do pres re for determining cdepre ition under preset! 
itl il itustit . 
Furthermore, there » long \ roy ion here was in World War IT 
efrrog \ \ ( Wess he writ offs 1 1 yy 1 sl ‘ t] n th stil 
Ta 4 ‘ t 
Contrneters in goed ith have accepted certificates of neces v on the 
sumption that the portion of cost certified for amortization is allowable as a co 
for pricing purpos Sines Renegotiation Acts of 1948S and 1951 require tl 
rlilow ( f simort ‘ cost of Government contracts and subcontras 
for the purpose of determining reasonable profits allowable in renegotiation | 
eve e this policy now, as provided by a proposed amendment of the Renegot 
tion Aet, would be tantamount to a change of rules governing the issuance 
( ficates of necessity in the past as well as in the future 
If there is fear of weakness in the administration of the ac rate nort 
zation program, the certification process should be tightened up as much a 
necessary, but the whole program shonld not be destroved merely because of 
posible administrative faults It would endanger the defense program to close 
the door by lation and regulations, snech as have been proposed to recog 
tion of accelerated am ization charges, regardless of their merits, for put 
poses of initial pricing, or repricing in renegotiation 
What would be the result? No businessman, however patriotic, can risk in 
solvency by accepting contracts under which he may not recover his costs, nor 
t } vere foolhardy enough to do so 


the defense eCOTLOTAN if he we 

defense facilities cannot be recovered in contract prices, th 
to finance their construction by general taxation 
and borrowing, and eceur at the end of their useful 
life through disposition of the surplus facilities. This would create a bottleneck 
that would retard defense production, leave untapped the capital pool of re 
tained earnings in private hands, and increase the probable total cost of defense 


would it strengthen 
If the costs of new > 
Government itself will have 
tnke whatever losses may 


production. 
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[S. Rept. No, 480, pt. 5, T7th Cong., 2d 


sess 


od ] 


INVESTIGATION OF THE NATIONAL DEFENSE PROGRAM 


(pp. i—10) 


DOLLAR-A-YEAR MEN 


The principal positions of the Office of Production Management were assigned 
» persons holding important positions with large companies who were willing 
tupensation (W. Oo. C.) 


on a dollar-per-year or without <¢ . 0 
but instead ob- 


ind anxXious to serve 
basis. They usually 


did not sever their business connections, 
their com 


In many instances they continued to act for 
tine Work 


their Government work was part 
their sularies In some ca 


tained leave of abse 
panies, publicly announcing that 
mi by Their companies continued to pray ses their 
compensation was even increased, 

As of January 5, 1942, there were 255 dollar-a-year men and 631 w. o. ¢, men 
employed in the Office of Production Management. 

fhe Office of Production Management has had a rule that such men cannot 
puss upon contracts to their own companies, and the committee believes that the 
r has been strictly observed. To have done otherwise would have been to 
have been settled for centuries. This 


companies were interested 


ule 
olate principles of agency liw which 
from working on matters in which their 
does meun, however, that the dollar-a-year and w. o. © men were generally 
signed to tasks materially different from those in which they had engaged in 
private life and raises 2 question as to whether we can even say that in uti- 

the experience of big business. This generality is, 


exclusion 


ius 





lizing such men we gained 
however, subject to the qualification that many of the dollar-a-year and w 

in the same flelds 
agement. They, 





Inen ure professional men who unquestionably had experience 
in Which they are now working for the Office of Production Mat 
involving the welfare of the cluss of clients 





however, are dealing with mutters 


by whom they were formerly employed and by whom they naturally expect to 
be employed in the future 
Although the contracts obtained 
dolinr-a-vear and w. o, ¢ men are not passed upon by the mie 
companies do obtain very substantial benefits from the practice The dollar-a 
men so loaned spend a considerable portion of their time during 
themselves with the defense program They sare, 
ion than the ordinary man in the street to 
about to let and how their 


by the companies loaning the services of 
‘nh so lon ed, Sue hh 


ar and w. oo. ¢ 
office hours in familiarizing 
therefore, in a much better posit 


how what type of contracts the Government is 


ompanies may best proceed to obtain consideration. They also are in an 
excellent position to know what shortages are imminent and to advise thei 
companies on how best to preceed, either to build up invent es agai iu re 
shortuges or to apply for eat consideration for priorities hey in even 
dvise them as to how to phrase their requests for priorities In ld m. such 
men are frequently close personal friends and social intimates of the d ir-a 
vear and w.oe. ¢ men who do pass upon the contracts in hich the minies 
e interested 
These are only a few of the advantages which large companies have obtained 
from the practice, and it should be especially noted that they are t very same 
ones Which the small- and intermediate-business men a mypt to obtain by hiring 
people who they helieve 1 inside information,’ nd “friends on th nsice 
ho could assist them in obtaining favorable consideration for contract There 
fore, in a very renal sense the dollar-a-vear and w. o. ¢ men can be termed 
bbhvist Phis does not mean that either they or their companies are engaged 


no anv illegal ¢conduet, for lobbving s such is not lega 


that human nature being what there is a very real opport \ 
favoritism and other abuses which has led the publie to condemn obby ng and 
the Congress to consider corrective legislation 
In pddition to the above benefits, the companies lonning the services of de 
a-venr and w.oo. ©. men obt of] nd less tangible, but perhaps ¢ n more 
t cont! u ay proved by 


lit} nt ire 


ortal etl 
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these dollur-a-year and w. o. ec. men, which means that contracts must conform 
to their theories of business, Since they represent the largest companies, this 
means that the defense program in all its ramifications must obtain the ap 
proval of the large companies. This does not mean that the boards of directors 
of the large companies are requested to determine the defense program, nor 
does it even mean that the dollar-a-year and w. o. ¢ men consciously fave 
their companies or their companies’ methods of doing business. On the ¢or 
trary, the committee believes that most dollar-a-year and w. o. ¢. men are hon 

and conscientious, and that they would not intentionally favor big business 
However, it is net their intentional acts that the committee fears, but their 
subconscious tendency, without which they would hardiy be human, to judg: 
all matters before them in the light of their past experiences and convictions 

It is only natural that such men should believe that only companies of the 
size and type with which they were associated have the ability to perform 
defense contracts: that small and intermediate Companies ought not to be giver 
prime contracts; that the urgencies of the defense program are such that they 
have no time to consider small companies for defense contracts: that the larg 
companies ought not to be required to subcontract items which they could 
profitably manufacture and as to which they express lack of confidence in tl 
productive facilities of smaller concerns: that the producers of strategie ma 
terials should not be expected or required to increase their capacities, even at 
Government expense, where they might result in excess eapacity after the war 
and adversely affect their postwar profits; and that large companies should not 
he expected or required to convert their existing facilities into defense plants 
where they prefer to use their plants to make the profits from their civilian 
business and, at the same time, to have additional plants directly or indirectly 
paid for by the Government, which they can operate profitably on terms dic- 
tated by themselves. The dollar-a-vear and w. o. ¢. men subconsciously reflect 
the opinions and conclusions which they formerly reached as managers of large 
interests with respect to Government competition, with respect to taxation and 
amortization, with respect to the financing of new plant expansion, and with re 
spect to the margin of profit which should be allowed on war contracts, For a 
more detailed discussion of some of the effects of such subconscious thinking, the 
committee refers to its previous report on Priorities and the Utilization of Exist 
ing Manufacturing Facilities, a copy of which is attached hereto as appendix IT. 

The committee has been trying for months to force a greater use of our existing 
facilities, of both large and small plants, and believes that a belated but serious 
effort has been made to make progress in this direction. The past cannot be 
undone, but it is vitally important that the same mistakes should not be repeated 
in the future. 

The committee is opposed to a policy of taking free services from persons wit! 
axes to grind, and the committee believes that the Government should not con- 
tinue to accept the loan of dollar-a-year and w. 0. ¢. men by companies with 
so large a stake in the defense program. The committee, therefore, suggests 
that steps should be taken by the Office of Production Management to offer Goy- 
ernment salaries to the dollar-a-vear and w. o. ¢. men within the range which the 
Government has paid for positions of similar responsibility in other departments, 
and that such persons shonld be required during the duration of their emplox 
ment by the Government to disassociate themselves from any employment by or 
payment from companies which have obtained large defense contracts. This 
does not mean that they should not have an expectancy of returning to their 
companies after the Government has no further need for their services, but the 
committee does helieve that they should have no commitments for reemployment 
and that they should not receive compensation for services which they cannot 
properly render to their companies during their employment. No man can hon 


estly serve two masters, 

The propriety of such a recommendation was recognized by John Lord O'Brian, 
veneral counsel of the Office of Production Management, when he required 
Inwyers who were heing appointed to his staff to sever connection with the firms 
with which they were associated. If such action was desirable with respect to 
lawvers, whose firms were not obtaining any defense contracts, it is all the more 
proper and desirable with respect to those dollar-a-vear and w. o. e. men whose 


companies are directly obtaining the great bulk of the defense contracts 
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Excerpt from Report No. 1 of the President, Building America’s Might, by the Director of 
Defense Mobilization, April 1, 1951, p. 9) 


Pouticres Have Been Revisep To Expeprre PROCUREMENT 


rhe stepping up of procurement demanded by the defense program has requi ed 
revision of the contracting and purchasing policies that have been in effect since 


World War II In revising procurement procedures we hive a threefold goal 


first, to get What we need quickly and efficiently ; second, to build a broad proeue 
tion base for all-out inobilization if that becomes necessary: third oy t 


roliteering 
The Secretary of Defense has directed that policies and precedures be ade] 
hroughout the Depa ment to accomplish the follo Lig Sy cific ends 








1. To spread contracts across industry as widely as possible, 

’ To utilize additional contractors in lieu of maultishift or overtil perations, 
vherever time permits, in orcer to broaden the mobilization base 

3. To make the fullest possible use of small-business concerns 


f. To encourage, or if necessary require, subcontracting by prime contractors 


5. To provide maximum incentive to the produeer to reduce his costs 
6. To place contracts with a view to the availability of manpower 


7. To place contracts with a view to econonties in transportatior 


ro these ends, the negotiation of contracts in lieu of competitive bidding has 


een reintroduced, although formal advertising and competition are still erutloved 
vhere they do not adversely affect the acceleration of procurement or the desir d 
broadening of the industrial base 

Pricing and profit policies have also been reexamined The aim of the Depart 


ment of Defense is to hold down prices and encournge the conservation of lim 


ited manpower, materials, and facilities. These aims are to be achieved pri- 


marily through forward pricing and repricing rather than through recovery of 


excessive profits by renegotiation or taxation Nevertheless, renegotiatior 
provided for and its coverage broadened by the Renegotiation Act of 151, ] d 
u March 

Programs for the careful selection and tratning of procurement officers, now 
being developed in all of the service Will also vie up it ret s to the 
Government 

DereNSE PROGRAMS 
SUPPLEMENT, FEDERAL ATDS FOR FACILITIES EXPANSIO TUNE 6, 1951 


Defense Production Administration, Washington 
FACILITY EXPANSION AIDS AS OF MAY 


Certificatcs of NCECeSS8I 

One thousand tive hundred and seventy certificates of necessity with a total 
proposed investment of almost 6 billion for expansion of facilities in defense 
production have been approved rhis represents a third of the total amount of 
ipproximately S$1S billion applied for, so far under the nccelerated tax amortiza- 
tion plan. 

Between May 7 and May 25, 519 applications on a tot: 
$654 million have been acted upon. Of this amount >: million (S6 percent) 
have been approved for facility expansion under the accelerated tax-amortization 
program and SS9 million (14 percent) have been denied. 

The rail and water transportation industry received 43 percent of the total 
:mount approved during this period for $245 million and the chemical industry 
received 20 percent of the total, or S111 million, 


rop sed investment of 





fiuarantecd loans under section 301 


During the month of Ap | Poiveations requesting lnited States Government 
oan guaranties (under see, 301 of the Defense Production Act of 1950) for work- 
ng capital amounting to S115 million increased the total amount filed to So61 
million. About 75 percent of this amount has already been approved (3422 
iillion), iving only Si25 million still under consideration 
Joirvect loar vnder section 302 

Between May 7 and May 25, 132 applications for loans amounting to S654 million 
ive bee denied This raises the total amount denie I SSOS million which is 
i perce it e total a nt tiled 

Loans of SGL milli der section 302, granted so far, amount to only 4 percent 
f the ( ive 1 plicath s flied 
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Status as of May 25, 1951 
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RECONSTRUCTION FINANCE CORPORATION DEFENSE D LOANS 


The Reconstruction Finance Corporation has authorized the following loans 
for direct defense purposes. These loans are exclusive of RFC supplemental 
participation on section 502 loans. 
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CERTIFICATES OF NECESSITY 


telion to eliminate bachloag 


On the recommendation of the Administrator of NPA, the Defense Produ 


tion Administration has announced that applications for certificates of necessity 








for certain types of industrial expansion filed after June 15 will not be considet 
ead, except in urgent cases, til after the pore sent bu log has been })! cessed 
No applications filed after June 15 will receive consideration by NPA 
until the J sent backlog has been processed : except that speci atlentiet 
Will be given to applications involving defense installations of special urgency 
The Petroleum Administration for Defense took similar action as of April 30, 
since certificates granted plus the pending backlog, if granted, would provide 
more than sufficient facilities to meet pre aim objectives for expansion of basik 
petroleum retineries, PAD will continue, however, to process applications fe 
facilities for producing specific military products needed in the defense progran 
su ms aromatics and butylene md basic expansion of other seements of 
the petroleum and gas industries such as oil or gas pipelines or storage facilities 
Careful consideration is beit viven to the eriteri for pproval of one app 
ition as agninst other SS h factors =< the nat 1} ndustt | | 
of tit needed to complet facility, whether small busine is heir iidled 
hether the capital is private obtained through some rin of Governime 
f ! the geographic i { cht of dispersi« synchrot 
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CERTIFICATES OF NECESSITY 
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CERTIFICATES OF NECESSITY 
TRENDS AND STATUS OF APPLICATIONS pape 


REFERRED TO 
Number — Cumulative DELEGATE AGENCY 
10,000 










RECEIVED ~ 
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CERTIFICATES OF NECESSITY 
TOTAL FILED THROUGH MAY 25,195! 


Millions of Dollars 





20,000 nae 


15,000 





10,000 





§,000 —-y 
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MISCELLANEOUS 


7 PRODUCTS & SERVIC. S 


TRANSPORTATION 


4] ano sToRAGE 


FINISHED PRODUCTS 


BASIC MATERIALS - 
PRODUCTION AND 
FABRICATION 
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POWER 





CERTIFICATES OF NECESSITY 8y Industry Group 


ISSUED THROUGH MAY 25, 195! 


Millions of Dollars 





4800 








oa a 





2400: 


71.6%. 
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PRODUCTION AND PRODUCTS TION AND PRODUCTS AND 
FABRICATION STORAGE SERVICES 
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Certificates of necessity by industrial classification approved 
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May 25, 1951 


[ Millions of dollars] 
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Certificates of necessity by industrial classification approved through 
Way 25, 1951 Continued 
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[S. Rept. No. 551, 82d Cong., Ist sess. ] 
CONCENTRATION OF DEFENSE CONTRACTS 


Reror’T OF THE SELECT COMMITTEE ON SMALL BUSINESS, UNITED STATES SENAT! 


CHAR l Nmall Business Conimmittee staff survey on concentration of the prime 


defense contracts and letters of inte nt, July F. 1950 June l, 1951 
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GENERAL Morons CORPORATION 
EW YORI _ 
( NOTE TO EDITORS This material, based on a section of the forthcoming GM 1950 
innual report, is being made publie prior to release of the report Phe details 
vered herein wiil not be included in the Corporation’s annual report release) 
N York Defense orders amounting to more than S3,000,000,000 are now on 
the books of General Mot ~ are repre sented by issigned prose s, C. E. Wilson, 
president, and Altre I’) Sloan, Jr., chairman of the board, d osed today 
Their statense f General Motors part in the national defense program was 


et forth ir <4 moof the GM 1950 annual report made public i dvance of 
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They pointed out that this was not an estimate of defense production that 
would be attained in 1951, but that production in quantity om most of these 
items could not begin until after 1951 for the reason that most projects are still 
in the tooling-up or “make-ready” stage. Approximately two-thirds of the above 
volume of defense work wus not assigned to General Motors until alter the 
declaration of a state of emergency on December 16, 1950, and most of it has 
just been finalized in the lust 2 weeks. They further revealed that all 54 GM 
manufacturing divisions in the the United States are participa 


elbort, 


< in the defense 


The S$3,000,000,000 figure does not include amounts being e pended Tor Tac ilities 
“und does hot represent the sum total of GM's defense load, Messrs. Wilson and 
Sloan said. They explained that in the case of Imauy projects the initial quan- 
tity ordered sives little indication crf the volume ultimately required 

‘General Mctors like all industry is increasingly occupied with national de- 
fense,” they stated. “It is giving first priority to its defense assignments and 
to the problems of transition te more and more defense productiot It recognizes 
that as a Nation we face the twofold job of strengihening onrselyvé ore 
attack while maintaining to the exient possible the dynamic economy from which 
our strength largely derives. The corporation aus wel Ss the Nation starts o! 
this job with an industrial puant ul paralleled in its histery 

The leading producer of material for the Armed Forces in World War II, 
General Motors again is being called on to produce a wide variety of equipment, 
inuch of it of a highly technical and complicated nature. It tails in these general 


STOUDS : 
1. Military items which GM had been making for the urmed services before the 
Korean crisis, such as aircraft propelle s, aircraft bomb sights and vavigational 


instruments, Diesel engines, and Allison jet engines These items are being 
made in plants built mainly fer that purpose. Of GM's total assignment 55 
percent is in this group. Deliveries are continuing at an accelerated rate. 


2. Products identical to, ov very similar to, those made by GM for civilian use, 
such as trucks, staff cars, ball and roller bearings, and electrical equipment 
Items in this group are produced in GM plants for the most part without special 
facilities except tools, Assignments account for 10 percent of the total and in 
most cuses can be filled during 151. 

3. Military items unlike any GM makes in time of peace, such as tanks, planes, 
guns, projectiles, and Sapphire jet engines. The experience of World War II 
indicates that as defense orders mount this vroup tends ta become the most 
important one for most producers. Items in this group must be made either 
in special defense plants or in mverted GM plants In either case, consider- 
able time is required to make the plants available, engineer the job, secure special 
purpose machines, tool up, train workers, arrange for a flow of materials and 
components, and build up production. Assignments in this group amount to 55 
percent of the total Volume production cannot be achieved in most cases for 
many months. 


Following are GM's present defense production assignments by divisions: 


+} 
i 





GM d sion lic fense assignment 

AC Spark Plug_------- Aircraft navigational instruments and bomb sights. 
Do Tank instrument panel gages and spark plugs 

Aeroproducts _.._.- Actuator zeur box assemblies for aircraft controls 
Do Aireraft propellers. 

Allison pon __-. Allison J35-AZ3 and other turbojet aircraft engines 
Do . Turbo-prop aircraft engines. 
Ee ae . Tank transmissions, 

Zuick _._...-.---- HBritish-desizned J—5 Sapphire jet aircraft engines 
Do__. Tank transmissions, 

B-O-P assembly F-S4 Republic Thunderjet fighter planes 

Cadillac T-41 Walker Bulldog light tanks 

Chevrolet . .. Allison $5 > turbojet al ft encines 
Do Military trucks, 6x 6 truck subassemblies and staff cars 

Cleveland Diese] Marine Diesel engines and engine parts 

Detroit Diesel Djesel engines and engine purts 
Do Tank auxiliary generator sets 

Fisher hod, Machine tools 

Frigidaire —- . Aircraft propeller parts. 
Do . Jet-engine parts 

GMC truck & coach Military trucks and other vehicles 

Oldsmobile , Soeineh reckets and high-v tv tunk guns 


Ternstedt . kire-control instruments. 
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Many other divisions are subcontractors on prime orders held by GM as well 
us by other companies, This is particularly true of the parts divisions. These 
divisions and their defense orders are as follows: Inland Manufacturing, tank 
tracks: Delco-Remy, heavy-duty, waterproof electrical units for military ve 
hicles: Deleo Products, high capacity shock absorbers, special electric generators 
vomilitary vehicles and airplane landing gear; Guide Lamp, tank and truck 
ainps; Saginaw Steering Gear, small arms parts: Harrison Radiator, radiators 
umd heat exchangers; Packard Electric, wiring harness for planes, tanks and 
tracks: Hyatt Bearings and New Departure, antifrietion bearings for all types 
of military equipment; Detroit: Transmission, transmissions for Ordnance ve 
hicles: Deleo Radio, Diesel equipment, and Rochester Products, aireratt com 
ponents, The foundries also are engaged in defense work, while the car div 


-jons, in addition te their own major contracts, are suppliers to other divisions 
and outside Companies 

Messrs. Wilson and Sloan stressed the importance of suppliers im a mass 
production industry, pointing ont that many companies never have a prime con 
tract but contine themselves to making parts and components for the prime 
contractors, while others are prime contractors and also subcontractors. The 
light tank Cadillac will build will contain components not only from other GM 
divisions but also from some 1,400 outside suppliers and subcontractors n 
peacetime General Motors has 12,000 suppliers, and during World War II had 
LOycW 

GM's deliveries of war products for the 6 vears 1940-45 totaled $12,500,000 000 
lis peak production rate, attained early in 1944, was $12,000,000 a day, 

Since the end of World War IL GM has continued to recognize its defense 
responsibilities, cooperating with the Government in defense planning, engineer- 
ing, research, and production throughout the period. GM sales to the Govern 
ment, incliding defense product deliveries as well as work performed under 
Government engineering, research, and development Contracts, during the last 
Oo Vears was: 1948, $144,000,000 5 1949, STS9.000,000 . 1950, S213.000,000 

In 1947 General Motors created a defense plans committee to assure the most 
effective use of the company’s know-how and facilities 

“General Motors, as an organization, is substantially better prepared to 
shoulder its share of the defense load than was the case 10 years ago,” Messrs, 
Wilson and Sloan declared “A larger and more highly trained labor force has 
heen built up. Staffs of engineers and other technicians have been importantly 
expanded. A large number of GM employees acquired knowledge of military 
production during World War Il. Developments in research and production 
engineering have added to the corporation’s reservoir of available experience.” 

They cautioned, however that make-ready takes even longer in defense produc 
tion than in civilian production in most instances—because of the complicated 
nature of defense products and the need for large numbers of new machine tools 
net commonly used in industrial plants 

At the start of the present defense effort GM promptly put into effeet its poli 
cies with respect to defense contracts established at the beginning of World 
War IT. 

These include: (1) Cooperate actively with Government in planning defense 
production, accepting trial orders, giving engineering advice and assistance when 
desired, and mass producing defense items; (2) endeavor to carry GM’s share of 
the country’s defense production load; (3) seek contracts for the more compli 
cated defense products; (4) concentrate GM production facilities on the most 
difficult parts of these products: (5) subcontract as much as possible of the 
balance; (6) seek orders for every plant city and every plant to protect employ- 
ment, but allot production for greatest efficiency and the least need for new 
facilities; (7) accept Whatever type contracts that may be mutually agreed upon 
With Government agencies, 


EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF DEFENSE MOBILIZATION 
Washington 25, D.C. 
Defense Mobilization Director Charles E. Wilson today issued the following 
policy documents with regard to the tax-amortization program under which 


defense producers are permitted to depreciate their expanded facilities at a rapid 
rate for tax purposes ; 
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] A policy directive mod ving the standards for issuance of tax amortization 
certificates, and defining the extent to which accelerated amortization can be 
allowed as a cost in the determination of prices in defense contracts negot 





fotlinted 
by the Government. 
2. A letter to Manly Fleischmann, Defense Production Administrator, request- 
ing a general moratorium on the granting of tax amortization certifies 


nutes Tor at 
least 60 days, beginning August 18, during which time a 


review is to be made ot 
administrative procedures and of the criteria on which certificates are to be 
granted and percentages determined 
Hon. MAN LY FPLerscuMAaNnn 
1d) iistrator, Defense Production Administratior 
Washingtos >, Dd. ¢ 

Drak Mr. FLetsch MANN: Following an extensive series of dis : 
the various vovertimental agencies concerned with the tax amortiz: prour : 
[am issuing the attached directive, which will be effective upon its publication in 
the Federal Register This directive, as you Know, represents a position whic 
has the seneral agreement of each agency concerned 

The tax amortization program has proved to be of great value shins 
the steps thus far taken to provide the industrial expansion req oy 
mobilization effort The bulk of the certificates issued have gone to necessi 
expansions of facilities for the production and fabrication of basic ey s 
facilities for military production, and facilities for 1 ted production elton 
The benetits of this program have been widespread geographicn and have en 
couraged expansion on the part of many small producers a ell as the v6 


corporations 

At bo point in this program has the Government indicated 
a tax amortization certifeate guaranteed the timely allocation of crit 
als needed to proceed with the facilits Nevert! 
reasonable balance between the granting of tax amortization certificates and on 
material situation 


The extremely tight situation in the availablity of critical mat 
structural steel, makes it unlikely that new facility construct 


now planned cat proceed for several months excerpt 


rthe post vy nt prod ~ 
H " it si recent project 


In the light of this situation Ll am hereby requesting vou 


‘ ‘ t lL gonera 
moratorium on the granting of additional tax amortization ‘ entes for 
period of at least 60 days, beginning August 18 

In my judgment there should be a minimum of exceptions to the general mora 
toriutm In vour discretion, however, exceptions thay tv made for urgent cases 
in the following categories : 

(a) Requests for amortization which expire September 28 in accordance 


with the provisions of the act 


(b) Requests for amortization of facilities urgently required for produc 
tion of specific military end items. 


‘ 


c) Requests for amortization of 





ilities urvently required tor the 
pansion of critical raw materials 

(7) Requests for amortization of facilities required to round out mm nt 
needed expansion projects now under way, 


(¢) Requests for amortization which will net require amounts of erit 


iaterials in excess of standards recently prescribed by vou for facility con 

strnetion or Where the amount of critical materials needed is very small but 
will result in a substantial contribution to the mobilization effort 

This moratorium will afford an opportunity for a complete res 


view of adminis 
trative procedures and of the eriteria on which certificates should be granted and 
percentages determined, Turing the early stages of the mobilization program, it 


was essential to get the expansion of facilities under way as rapidly as possible, 
and the present material shortages were not a factor As we move closer to the 
renlizntion of our expansion goals within specific categories, we shoul 


! d tighten 
our standards and adhere to specific rnies wherever possible This shonld result 
in generally lower percentages of amortization, althonuch there will 
instances which will not fit this pattern 


The directive calls for 2 review of certificates already granted te 





the portion of the amortization permissible for tax purposes that it is appropriate 





to allow as a cost in the negotiation of Government contracts I expect DPA 
to organize this work in cooperntion with the Department f Defense an the 
other procurement agencies. This review will call for the exe so oof a ere 
de: of experienced judgement sy may find it desira , » ore 
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export staff for this purpose. The review of the actions already taken should 
provide useful gnides to the improvements in administrative procedure that we 
shonld look forward to in the future 

The directive calis for close coordination of all the financial incentives pro 
vided by the Government for facilities expansion. We must insure that incen 
tives are not duplicated and that the Government does not support poor credit 
risks in cases where other businesses which are in a sound financial position car 
undertake the needed expansion at less cost to the Government 

Sincerely, 





CHARLES FE. WILSON 


AvucustT 14, 1951 


EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF DEFENSE MOBILIZATION 


DrFENSE MosBILIZATION OrvDER No. 11 


} 


Policy directive governing the issuance of tax amortization ce rtificates under sec 
tion 1 aS of the Internal Revenue Code, and 


Defining the extent to ahich accelerated amortization can be allowed as a cost 
in negotiated contract pricing 


Dv virtue of the authority vested in me by Executive Order 10195 of December 
16,1950, it is hereby ordered as follows : 

1. To assure consistency between the granting of necessity certaificates and the 
determination of expansion gouls, certificates shall be granted only for facilities 
that are included within expansion goals determined by the Defense Production 
Administration to be necessary to meet established requirements. 

2. Certificates of necessity for tax amortization shall be based on a percentage 
that reflects the best available estimates of post-5-year period usefulness and 
additional incentives to the minimum amount deemed necessary to secure the 
needed eXpansion, 

%. The determination of amortization percentages shall be closely related by 
the Defense Production Administration to the provision of other financial incen 
tives by the Government to encourage the construction of facilities, such as direct 
Government loans, guaranties, and contractual arrangements. The objective 
shall be to use t! ese incentives separately or in combination to secure the needed 
expansion at minimum cost to the Treasury. 

$. lor purposes of effective administration the Defense Production Administra 
tion may establish percentage certification patterns for individual industric 
These shall provide a basis from which adjustments upward or downward shall be 






made on account of special factors such as size of enterprise, extent of integra 
tion, promotion of competition, new or improved technology, geographical loca 
tion. and the relative expansion needed A major objective of t s proced re 
vill be to insure that individual firins will not be unduly benefitted or prejudiced, 


as they would be by the flat application of industry-wide percentages 

5. The Defense Production Administration shall assure that the need for the 
sin aceord with the new pattern established by the Nation 
Security Resources Board and approved by the President is adequately recog 
nized when certificates are granted 

6. For purposes of cost computations in negotiated contract pricing, accelerated 
amortization shall be allowed only to the extent that the percentage certified 
is bused on an estimate of post-o-vear period usefulness. Percentages of amorti- 
zation attributable to other incentives shall not be included as an element of cost 
in contract pricing. 

7. The Defense Production Administration, in cooneratiorn with the procure 


dispersal of fac ilities 


ment age s concerned, shall immediately undertake a review of those tax 
amortization actions which, under the poliev statement above, will affect negoti 
ated contract pricing with a view to determining the part of percentages that 
should be considered as costs with respect to certihientes already graned On thie 
basis of tl review, procedures shall be established for similar determinations 


with respect to certificates to be granted in the future, 


Ss Th s order sha take effect on Aucust 14, 1951. 


Orrick OF DEFENSE Morrizatron 


CHARLES E. Wiison, Director. 
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